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With the rising cost of employee
benefits, supplemental benefits,
or “voluntary” benefits, provide

employers the opportunity to f ill in what
is missing from existing programs.

For companies already straining under
the weight of growing health insurance
costs, funding new benefits is simply not
an option. 

Many employers have implemented a
supplemental-benef its program without
any additional cost to their organizations. 

Supplemental benefits also give small
employers and non-profit organizations
a way to compete with the benefit offer-
ings of larger f irms without having to
fund a new array of expensive choices.
When integrated with an organization’s to-
tal benefit package, supplemental bene-
fits can help boost employee productiv-
ity and loyalty. 

Supplemental benefits are individual-
ly owned plans that provide employees
the opportunity to meet personal health
and f inancial needs. These individually
owned programs shift control to the em-
ployee who wants greater freedom and
diversity when making personal f inan-
cial decisions. 

Choice is particularly important in a
dual-income household and in organiza-
tions with a diverse population of em-
ployees of different ages and income lev-
els. But perhaps the greatest attraction
among all buyers is the total command
over claim dollars that these plans pro-
vide, with no coordination of benef its.
The ability of participants to use these
benefits as they see fit with no conditions
or prior approval has a powerful appeal.

For employees, supplemental plans of-
fer a way to customize benefits, plug gaps
in coverage, obtain coverage for spouses 
and children, and be insulated from a sig-
nif icant drop in living standards through
income-protection options. 

An example of coverage gaps is the
mandatory New York State disability in-
surance program. New York State disability
insurance only provides a benefit level of
50 percent of salary to a maximum of $170
per week for 26 weeks. 

Many employers and employees are un-
der the impression that they have adequate
disability protection under the state-man

dated disability insurance, but in reality
most employees cannot meet monthly liv-
ing expenses at the current maximum lev-
els of coverage. Enhanced supplemental
short-term disability insurance coverage
provides employees adequate income while
they are disabled. 

These gaps in coverage can also include
larger deductibles, co-pays and increased
cost that is being shifted to employees.
Supplemental plans help make this “cost
sharing” more palatable to employees. If
employers choose, they can match or par-
tially contribute to employee-owned ben-
efits. Many supplemental benefits can be
purchased on a pre-tax basis under Section
125 of the Internal Revenue Code. This
reduces the overall cost to the employee and
provides the employer with savings on its
portion of Social Security tax. 

Supplemental benefits offer attractive
features for those who purchase them
through a workplace program. These fea-
tures can include discounted group rates,
payroll deduction, liberal underwriting,
guaranteed renewability and portability. 

In recent years, the insurance and f i-
nancial service industry has developed an
array of supplemental benefits products
designed to meet just about any health or
financial need. An example of these ben-
efits offerings can include short- and long-
term disability insurance, life insurance,
critical illness or cancer insurance, hos-
pitalization coverage, personal accident
insurance, dental insurance, long-term
care insurance, and auto and homeown-
ers insurance. In addition, there are also
deductible and co-pay medical supple-
ments, group legal plans, mutual funds,
Section 529 educational savings plans and,
for those employers who hire animal lovers,
pet insurance!

The key to offering a successful sup-
plemental benef it program is employee

communications. Organizations can offer
the best benefits available, but without ef-
fective communications, employees will
never fully recognize the value of these
benefits. 

One of the most effective forms of com-
munication for supplemental benefits is
a one-on-one presentation with each eli-
gible employee. This gives employees the
opportunity to fully understand the new
benefit offerings and customize their se-
lections along with discussing their par-
ticular needs with a benefit counselor. 

Though this method of communication
is labor-intensive for the average human
resource manager or department, many
benefit brokers and supplemental benefit
carriers are staffed to undertake this en-
rollment method. 

In larger organizations, this method might
not be practical or available. In this case,
employer-sponsored group meetings, writ-
ten communication and Internet-based in-
formation that is incorporated with well-
developed enrollment materials provide
the communication message.

It is important from a liability perspec-
tive to effectively communicate new sup-
plemental benefits to employees. 

As with core benefits, employees are asked
to sign a waiver or “opt-out” form when
electing not to enroll for a particular bene-
fit (such as 401(k) and health insurance).

Supplemental benefits should be treat-
ed no differently; employers should re-
quire all eligible employees to waive ben-
efits that they elect not to participate in. 

There is simply no downside for em-
ployers and employees for implementing
a supplemental-benef it program. Today
more than ever, it makes good f inancial
sense for organizations of all sizes to in-
corporate supplemental-benef it options
in their overall benefits package.

Michael King, a certif ied retirement
service professional, is principal at Cen-
tury Advisory Group in Rochester, an in-
dependent firm that specializes in retire-
ment plans and employee benefit programs
for companies, non-profit organizations
and individuals. They also provide en-
rollment services for benefit brokers, in-
surance companies and insurance agents.
Contact them at century100@aol.com or
(585) 224-8138.
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