
Welcome to the Foresight Publishing Newsletter!
It is with great satisfaction that I bring my newsletter to you. In this issue, and in coming 
months, I will discuss pertinent financial topics which affect you and your employees. If 
you have a topic for future discussion, please email me at:name@yourdomain.com.t

The cost control promise of consumer-
directed health plans depends on plan 
members making medically appropriate, 
yet cost-conscious, decisions when 
seeking health care services. Though 
resources to enable this kind of decision 
making have been lacking, some 
tools are being developed that help 
consumers to find and choose quality 
providers, and compare costs before 
receiving services.

As stated in a release from the Employee 
Benefit Research Institute in conjunction 
with its 2008 EBRI Consumer 
Engagement in Health Care Survey, the 
premise of consumer-directed health 
plans is that by transferring more costs 
to plan members, they will become 
more savvy health care consumers, and 
have more incentive to take better care 
of themselves. In support of this, the 
survey found that consumer-directed 
health plan members ranked high in 
cost-conscious behaviors, including 
seeking information on the cost and 
quality of doctors from sources other 
than their health plan, considering 
cost information when making health 
care decisions, and asking a doctor to 

recommend a less costly prescription 
drug.

But just where can consumers find cost 
and quality information on doctors, 
hospitals and other health care 
providers to enable informed health care 
consumerism?

For health care provider quality 
information, the Department of Health 
and Human Services’ hospital compare 
tool (http://hospitalcompare.hhs.
gov/) allows users to choose up to 
three hospitals, and then provides data 
on patient satisfaction, outcome and 
process of care measures and other 
quality data. Users can also input a 
medical condition and the results will be 
specific to that medical condition. The 
Leapfrog Group website (http://www.
leapfroggroup.org/cp) enables hospital 
comparisons on overall patient safety 
and the safety of selected procedures.

For information on the cost of 
specific health care services, the firm 
change:healthcare (http://www.
changehealthcare.com/) issues a 
quarterly Healthcare Transparency 
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Index that analyzes medical claims 
to determine opportunities for cost 
savings in different medical categories. 
The index, for example, looks at the 
cost of prescription drugs in different 
pharmacies to isolate opportunities 
for savings that consumers could take 
advantage of by shopping around when 
filling their prescriptions.

According to the 2010 index, 
prescription drugs are the health care 
services category that offers the highest 
opportunity for savings, followed by 
dental, psychotherapy, primary care 
physician office visits, physical therapy 
and chiropractic care. Both generic and 
brand-name prices varied by dispensing 
pharmacy. For example, a user of 
Abilify, a brand-name drug to treat 
depression, could save nearly $2,500 
a year by making a pharmacy change; 
for omeprazole, a generic for Prilosec 
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(to treat acid reflux), a pharmacy 
switch could mean close to $900 in 
annual savings. Switching from one 
name pharmacy to another was 
not the only way for a consumer to 
save money on prescription drugs, 
because within pharmacy chains, 
costs could vary widely location to 
location, with Wal-Mart, Target, CVS 
and Walgreen topping the list of 
pharmacy chains with the largest 
cost discrepancies for a one-month 
supply.

Consumers need and deserve 
more information than has 
been traditionally available 
about health care providers and 
services, including the costs 
of various treatment options, 
results of patient experience 
surveys, and data on quality. The 
Consumer-Purchaser Disclosure 
Project, an employer/consumer/
labor organization collaboration, 
suggests that such information 
should be provided through 
simple printed materials, including 
comparison charts and worksheets, 
as well as through interactive 
computer programs. These types of 
tools will help consumers choose 
the right health care, at the right 
price. Only then will consumer-
directed health plans live up to 
their cost-savings potential.Key employees are those whose 

skills and knowledge are significant 
contributions to overall business income. 
If a key employee dies or is unable to 
work anymore, the impact is significant 
enough that the business will suffer. The 
financial consequences are undesirable 
and detrimental. Research shows that 
many businesses depend on at least one 
or two key employees for their overall 
success. However, less than 25 percent 
of employers have life insurance for their 
key persons.

Disability income and life insurance 
for key persons who die or become 
disabled can provide compensation for 
a business. The monetary benefits are 
enough to cushion the adverse financial 
impact of losing the key person. There is 
no specific dollar amount that employers 

should purchase 

for this type of coverage. However, 
each employer should consider how 
much their key persons contribute to 
the company in order to decide how 
much coverage to buy. To ensure the 
proper amount is purchased, it’s best to 
contact an agent to discuss insurance 
options. Some insurance companies 
provide special formulas for calculating 
this amount. However, it’s important 
to keep in mind that a calculator is 
standardized, so it may be better to 
purchase more than the amount derived 
from the formula. Only an employer can 
determine an individual employee’s 
worth to their company.

In many cases, reviewing the employee’s 
list of responsibilities can help in the 
evaluation process. It’s important to 
consider the cost of replacing a key 
person. Hiring new employees can be 
expensive. In addition to this, agency 
fees, salary and possible moving 
expenses should be considered for 
the replacement. While the insured 
organization pays the premium, is the 
beneficiary and owns the policy, it’s 
possible to set up an insurance plan that 
allows sharing of these responsibilities 
between the key employee and 
employer. However, the employee must 
agree to the company’s purchase of this 
type of insurance.

Most businesses choose term insurance 
if their main purpose is getting 

compensation for losses resulting 

Importance of Key 
Employee Insurance

from the death or disability of a key 
employee. In some cases, policies that 
accumulate cash value are appropriate. 
It’s best to discuss these options with 
an individual agent. Key person life 
insurance is more popular than key 
person disability coverage. However, 
it’s important to consider the possibility 
of an employee becoming partially 
or fully disabled and the effects the 
disability would have on the financial 
future of the business. If the key person 
is a sole proprietor or partner, it may be 
best to consider a business overhead 
expense policy for disability coverage. 
To determine which options are best for 
an individual company, speak with an 
agent. 

However, each 
employer should 

consider how much 
their key persons 
contribute to the 

company in order to 
decide how much 
coverage to buy. 



401(k) Plan Basics for Small Businesses
Since the 401(k) plan first became 
popular in the early 1980s, this plan 
has become a centerpiece of wealth 
accumulation for American workers. 
Originally an obscure paragraph in 
the tax code that allowed companies 
to defer income and taxation for 
executives, the 401(k) rapidly moved 
mainstream. While 401(k)s were 
once mostly confined to very large 
employees, recent years have seen 
thousands of very small businesses 
adopt these powerful plans. Now, the 
401(k) plan can be the optimal solution 
even for single-person companies and 
sole proprietorships with no employees.

How 401(k)s Work

401(k) plans are qualified defined 
contribution workplace pension plans. 
The term “qualified” means that these 
plans are governed by the Employee 
Retirement Income Security Act of 1974, 
or ERISA. Participants in the plan elect to 
have a portion of their salaries or wages 
deducted from their paychecks and 
invested on their behalf. Income taxes 
on their contributions are deferred; the 
money is only taxed as income when the 
worker withdraws it.

The employer can also make matching 
contributions on the employee’s 
behalf. These matching contributions 
will generally “vest” to the employee 
after five to seven years. Matching 
contributions are voluntary, however; 
there is nothing in the law that requires 
plan sponsors to make matching 
contributions.

Advantages to Offering a 401(k) Plan

Recruiting and Retention. 401(k) plans 
are vital for attracting and retaining 
quality workers. The available retirement 
plans are a big factor in choosing where 
to work. A well-designed plan with a 
company match can be important in 
retaining valuable, talented workers, 
who could potentially be lured to 
another company.

Golden Handcuffs. Additionally, because 
there is usually a delay between the 
time matching contributions are made 
and the time they are vested to the 
worker, a substantial amount of as-yet-

unvested contributions can also act 
as a powerful incentive for 

employees to stay with your company, 
rather than move on to another 
opportunity.

Loans. 401(k) plans allow sponsors 
to offer loans to employees. Many 
employees have relied on 401(k) plan 
loans to help them with temporary 
emergencies, or to help finance a large 
purchase, such as a house.

Offering this benefit does frequently 
mean some additional administrative 
burden. For this reason, many smaller 
companies don’t offer this benefit.

Generous Contribution Limits. As 
of 2012, the maximum allowable 
contribution to a 401(k) plan is $17,000 
per year, plus matching contributions. 
Workers who are over age 50 can 
contribute an additional $5,500 in 
“catch-up contributions. These limits 
are much higher than those available 
for IRAs, and there is no income limit on 
eligibility, as there is with IRAs and Roth 
IRAs.

A special type of 401(k) plan, called 
a “Solo 401(k),” is designed for self-
employed individuals and business 
owners with no employees besides the 
owner and perhaps a spouse. Solo 401(k) 
plans are popular with these business 
owners, as are SEP IRAs, because they do 
allow for such significant contributions 
- particularly when you take matching 
contributions into account.

Tax Credit. The IRS is currently providing 
a tax credit worth up to $500 to offset 
any expenses associated with starting 
up a new workplace retirement plan, 
including a 401(k), for qualifying 
businesses.

Flexibility. 401(k) plans offer employers 
the ability to offer a very wide range of 
investment options for their employees. 
Frequently, employers will allow workers 
to select from a variety of mutual funds 
and other investment vehicles in the 
following categories:

l Large cap US stock funds
l Small -cam US stock funds
l International funds
l Real estate investment trust (REIT) 

funds
l Long-term bond fundsShort term bond 

funds
l Guaranteed investment contracts 

(GICs)Money marketsAnnuities

Limits and provisions

Under ERISA rules, plan sponsors must 
offer 401(k) enrollment to all eligible 
employees. You cannot discriminate in 
favor of owners or senior management.

Additionally, under “top-hat” laws, 
senior employees’ ability to contribute 
to 401(k) plans is dependent on workers’ 
contributions. It is therefore in the 
interests of managers to encourage 
workers to participate in the plan as 
much as possible.

Considerations

The 401(k) is an excellent choice if one or 
more of the following conditions apply:

l You want to attract and retain talent.
l Your work force can afford to set aside 

a modest amount of income every 
month

l You want to offer the ability to defer 
substantial sums

l Your company can offer a matching 
contribution, either in cash or in 
company stock

l Ongoing benefits are more important 
to you than minimizing initial startup 
costs and administration expenses.

l You want to be able to offer 401(k) 
plan loans to employees

l You have a dedicated HR person to 
assist with administrating the plan

l You like the tax benefits of a Roth IRA 
and would like to expand the amount 
of money you and your employees can 
contribute via a Roth 401(k) option.

We are longtime experts in group 
benefits of all kinds, including 401(k) 
plans and other retirement options. We 
are happy to answer any questions you 
may have, or perform a no-obligation 
consultation to discover what the best 
option would be for your business. 
Please don’t hesitate to contact us for 
more information.



Although the morale of many employees 
is below an optimal level, benefits 
education continues to be effective in 
boosting satisfaction in the workforce. 
More than half of employees in the United 
States feel that their employers value their 
work. However, this number seems to have 
declined from the average percentage 
in recent years. There may be several 
different reasons for a continuously low 
morale among employees. The reasons 
they’re not bouncing back are mostly 
due to varying personal experiences and 
situations. However, a benefits education 
program that is structured properly can be 
highly effective in boosting engagement. 
It is also a low-cost way to gain interest 
among employees.

In a world where many employees 
have experienced salary freezes or 
witnessed their colleagues being laid 
off, it’s important for employers to invest 
more time in communicating benefits 
options with them. This makes employees 
feel valued. Research shows that most 
employees don’t feel that their valued 
in the workplace, so this issue 

should be a top priority. In an economy 
with jobs in high demand, employees feel 
more insecure and replaceable. They may 
not know how expensive and detrimental 
it is for employers to replace them and 
hire new employees. They may also doubt 
the longevity of the companies they work 
for. It’s important for employers to show 
how much they value their employees. 
They should shift some of their attention 
from the areas in which their business is 
affected by the economy to finding better 
ways of engaging employees with benefits 
education.

A benefits education program that is 
structured properly may have a significant 
impact on workforce satisfaction. If 
employees rate their benefits education 
favorably, they are more likely to rate their 
employers as very good or excellent. The 
same ratings usually also apply to the 

workplace. However, if 
employees feel that their 

benefits education is poor, 
they’re more likely to give 

their employer and 
workplace poor 

satisfaction ratings. Employees who rate 
their benefits education highly also say 
they would be more likely to continue 
working for their current employer. They 
usually say that they would stay with the 
employer if they were offered identical 
benefits packages and pay elsewhere. 
Workers give life to businesses. They’re 
the most important elements for success 
in such a challenging business world. 
In the fluctuating economy, employers 
must work hard to show their employees 
how much they care. Neglect or care for 
an individual’s well-being is often what 
destroys or builds loyalty. If the employees 
experience benefits, the entire business 
also benefits. It’s much more difficult for 
a business to survive without content 
employees. 

Benefits Education Boosts 
Employee Morale 

Insights
Benefit

PB&H Benefits, LLC
A subsidiary of Pattillo, Brown & Hill, LLP

401 West Highway 6, Waco, TX 76710
254-741-6688 l 888-629-2363 toll free

pbhbenefits@pbhcpa.com l www.pbhbenefits.com


