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Benefits Compliance FAQs��

If your employee suffered an injury or ill-
ness that put them out of work for a few 
months or, worse yet, several years, how 
would they fare financially?  How would 
your company fare financially?

For millions of working Americans, the 
consequences would be devastating. 
Without a paycheck, it wouldn’t be long 
before mortgage or rent payments would 
get missed, debts would pile up and fu-
ture financial plans would be put on hold. 
For many companies, the loss of an em-
ployee can also mean lost revenue and/or 
leadership.

May is National Disability Insurance 
Awareness Month, and the nonprofit Life 
and Health Insurance Foundation for 
Education (LIFE) wants your employ-
ees to understand the financial risk they 
face without adequate disability income 
protection. Disability insurance coverage 
provides them with replacement income 
when they are unable to work. 

Most Americans aren’t financially pre-
pared for a long-term disability. Seventy-
two percent of employees have no disabil-

ity insurance, leaving them vulnerable to 
significant risk—a white-collar male, be-
tween the ages of 35 and 65, has greater 
than a 1 in 4 chance of becoming disabled 
and being unable to work for an extend-
ed period of time. The odds for women 
are even higher (close to 1 in 3). With 
so many unprotected and the disability 
risk so high, it’s no wonder unexpected 
illnesses and injuries cause as many as 
350,000 personal bankruptcies each year 
and nearly 50 percent of all mortgage 
foreclosures.

Whether obtained through work or pur-
chased individually, the right type and 
amount of disability insurance can pro-
tect against these unfortunate circum-
stances. If you are uncertain about your 
employee benefit coverage needs, talk to 
your benefits advisor to understand what 
options are typically provided by employ-
ers. It may even make sense to supple-
ment what you currently provide with an 
option to purchase an individual policy. 
In that case, the best way to proceed is to 
talk to your  benefits advisor who special-
izes in disability insurance. 

Working Without Disability Income Protection is Risky Business

Before you get started, it’s always a good 
idea to do some homework. The LIFE 
Foundation has helpful information 
and tools at its website, www.lifehap-
pens.org/disability. Disability Insurance 
Awareness Month is the ideal time for a 
disability insurance check-up. Your em-
ployees are your most valuable asset, and 
their ability to earn income is theirs. Help 
them insure it! 

Source: The LIFE Foundation

Disability Reality Check 
Chances are, your employees would not 
be able to survive financially if they were 
out of work for an extended period of time 
due to illness or accident. 

70%»»  of working Americans don’t 
have enough savings to meet short-
term emergencies 
72%»»  of employees do not have long-
term disability insurance (LTD) 
50%»»  of mortgage foreclosures are 
caused by a disability 
350,000»»  personal bankruptcies in 
the U.S. are due to unexpected ill-
ness or injury 



BE GREATER.

This material was created to provide accurate and reliable information on the subjects covered. It is not intended to provide specific legal, tax or 
other professional advice. The services of an appropriate professional should be sought regarding your individual situation. 

Neither NFP Securities, Inc. nor NFP Benefits offer legal or tax services.
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Benefits Compliance FAQs

Question: We have an employee who is 65 years old and eli-
gible for Medicare. Is the employee still eligible for a Health Sav-
ings Account?

Answer:  If the employee is only Medicare-eligible (and not 
enrolled/entitled), then the individual is still eligible to make 
contributions to the Health Savings Account (HSA) (IRS No-
tice 2004-50, Q/A 2). In addition to the 2008 annual maximum 
contribution amount of $2,900 for single coverage or $5,800 for 
family coverage, employees who are age 55 or older would also 
be eligible to contribute an additional annual catch-up contri-
bution of $900.

However, if the employee is enrolled in (entitled to) Medicare, 
then the employee would not be eligible for any additional HSA 
contributions because Medicare coverage is considered imper-
missible coverage under the HSA regulations (26 USC 223(b)
(7)). Even though the employee is not eligible to contribute to 
an HSA, the employee would still be eligible to take tax-free dis-
tributions for qualified medical expenses from an existing HSA 
(IRS Notice 2004-2, Q/A 28). 

Individuals aged 65 and over may also take distributions from 
an HSA for non-qualified medical expenses without being sub-
ject to the 10% penalty tax. However, the amount would still be 
taxable as regular income if it is not used for qualified medical 
expenses (IRS Notice 2004-2, Q/A 25).

Many employees try to be environmentally-friendly in their 
homes, but the workplace presents additional obstacles to “be-
ing green”. Computers left on all night, overuse of paper, and 
failure to recycle are just a few of the things that make the work-
place less “green”. However, “being green” could become the 
norm for companies in the very near future, according to a re-
cent survey conducted by the Society for Human Resource Man-
agement (SHRM). Over half of the HR professionals surveyed 
by SHRM responded that they currently have either a formal 
or informal policy regarding the company’s stance on environ-
mental responsibility, or they planned to develop one within the 
next twelve months.

As a whole, HR professionals and employees participating in 
the SHRM 2007 Green Workplace Survey responded that a con-
tribution to society was the top driver for environmentally con-
scientious programs. Some programs are as informal as merely 
encouraging employees to make double-sided photocopies, 
powering down computers after set minutes of inactivity, low-
ering window blinds in summer months to conserve energy, 
and using energy-efficient bulbs for desk lamps. These activi-
ties are not only environmentally friendly but may also aid the 
company financially.

Question: What if a plan is required to file a Form 5500 and has 
not done so in several years?

Answer: Failure to submit a Form 5500 could result in the plan 
administrator being assessed a fine up to $1,100 per day for 
each day the filing is late. Additionally, a willful failure to com-
ply could result in a criminal penalty of $100,000, ten years in 
prison, or both. However, relief is available under the Depart-
ment of Labor’s (DOL) Delinquent Filer Voluntary Compliance 
(DFVC) Program for plans that voluntarily comply before being 
notified by the DOL.  

Under the DOL’s DFVC Program, the penalties are reduced to 
$10 per day with a maximum limit of $750 for a small plan and 
$2,000 for a large plan. If the plan is delinquent on multiple 
years’ filings, the small plan limit is $1,500 and the large plan 
limit is $4,000.

To comply, the plan must submit a completed Form 5500 with 
appropriate schedules to the Employee Benefits Security Admin-
istration (EBSA). Additionally, a copy of the Form 5500 (without 
the Schedules) and payment of the penalty must be submitted to 
the DFVC Program.  

Additional information on the DFVC Program is available on the 
DOL website at https://www.dol.gov/ebsa/faqs/faq_dfvc.html.

What can your organization do to help? Additional practices 
cited by SHRM in this survey included:

Donate used office furniture and supplies or sell at a dis-»»
counted rate to either employees or a local charity;

Offer recycling for office products such as paper, plastic, »»
cans, glass;

Install automatic shutoff for equipment; and»»
Partner with suppliers or vendors that are environmentally »»
friendly.

Going green for your organization doesn’t require immense 
funding or the rolling out of a large green program. Communi-
cate your policy – whether formal or informal – to employees of 
the organization through company newsletters, annual reports, 
or rewarding employees who make significant contributions in 
this area. However, make sure if you are going to “talk the talk” 
to your employees, you are “walking the walk”.

Source: FBD Consulting 

Is Your Office Going Green? 


