leveraged ESOPs, 238

hybrid plans, 239

golden handcuffs, 239

cash balance plans, 239

wearaway, 241

health insurance, 242

insurance policy, 242

premium, 242

multiple payer system, 242

single payer system, 242

universal health care
systems, 242

Health Maintenance
Organization Act of
1973 (HMO Act), 243

single coverage, 245

family coverage, 245

group coverage, 245

group policyholders, 245
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experience ratings, 245
fee-for-service plans, 245
indemnity plans, 245
self-funded plans, 245
self-funding, 245
hospitalization
benefits, 246
inpatient benefits, 246
outpatient benefits, 246
usual, customary, and
reasonable charges, 246
deductible, 246
coinsurance, 246
out-of-pocket maximum, 247
preexisting condition, 247
preadmission
certification, 247
second surgical opinions,
248

1. Are employees more likely to favor defined contribution plans
over defined benefit plans? How about employers? Explain

your answer.

2. Summarize the controversial issues regarding cash balance plans.
3. Discuss the basic concept of insurance. How does this concept

apply to health care?
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maximum benefit limits, 248

managed care plans, 248

prepaid medical
services, 248

copayments, 248

primary care physicians, 249

preferred provider
organization (PPO), 250

point-of-service plan
(POS), 250

carve-out plans, 250

prescription drug plans, 251

medical reimbursement
plans, 251

prescription card
program, 251

formularies, 251

mail order prescription
drug program, 251

multiple tiers, 251
Mental Health Parity
Act, 252
consumer-driven health
care, 252
flexible spending
accounts, 253
risk-of-loss rules, 253
uniform coverage
requirement, 253
health reimbursement
accounts, 253
Medicare Prescription
Drug, Improvement
and Modernization
Actof 2003, 254
health savings accounts, 254
high-deductible health
insurance plans, 254

4. Describe the principles of fee-for-service plans and managed
care plans. What are the similarities and differences?
5. Discuss some of the choices an employer may make to help

control health care costs.
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' Susan Berry just returned from anauonal conferenoe on
compensation and benefits where she attended a session
on: Health Savings Accounts (HSA). Susan is the
Human_Resources Director at Frontline PR and her
company has been struggling with the cost of healthcare
insurance. After speaking with several experts at the
conference, Susan now thmks an HSA nnght be a v:ab!e
option for the company. =~
. Frontline PK is a public reIanons ﬁxm located in
the Northeast that employs close to 150 pcople in four
different offices. Pubhc relations professwnals make up
most of the staff, but they also employ a ccmpletc
“administrative and operations staff. All of Frontline's
employees work full-time schedules and are eligible to
participate m thmr healmcarc msurance plan. Frontline

currently offers a standard fee-for-semces healthcare

insurance option. The plan has a modest deductxble of

$300 per year and a 20 percent coinsurance require-
ment. In addition, the company offers a Flexible
Spending Account (FSA) that allows employees to set
aside pretax earnings to pay for the de duurhle, coimur-
ance, and other medical expenses. - 33

Susan is considering offering a HSA .ﬂunb thh a

}ngh—dedncnbie health insurance plan instead of the cur-

rent insurance plan and FSA. At the conference, Sus: in
learned that making such a change could result in signifi-

cant cost savings for a company. The high-deductible

health insurance plan would cost a lot less for a company
than the standard fee-for-services plan that Frontline cur-
rently offers. While Susan suggests that Frontline make
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