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This Just In
As this newsletter went to 

press, both the Senate 
and House had passed mental 
health parity measures.  The 
current federal law requiring 
mental health parity in group 
health plans, originally passed 
in 1996, is scheduled to sunset 
again on December 31.

Both bills would expand 
upon the 1996 bill, imposing 
the same parity requirements. 
For example, H.R. 6983 would 
prohibit plans from imposing 
“financial requirements” or 
treatment limitations on men-
tal health or substance use 
disorder benefits that are more 
restrictive than those for medi-
cal and surgical benefits. The 
bill defines “financial require-
ments” as deductibles, copay-
ments, coinsurance and out-of-
pocket expenses, but excludes 
an aggregate lifetime limits 
and an annual limit. This would 
close existing loopholes that 
allow plans to charge higher 
co-payments, deductibles and 
maximum out-of-pocket limits 
and impose lower day and visit 
limits on mental health and ad-
diction care.

At press time, it was un-
clear whether either bill 
would pass the full Congress. 
For more information on why 
mental health benefits are im-
portant, please see the article 
on this page. 

Mental Health Benefits Help 
Employers Save on Medical 
Costs
The current debate surrounding the Congressional mental health 
parity bills gives us an opportunity to take a closer look at men-
tal health benefits. Forty-six states have some form of mental 
health parity law, which require group health plans to provide 
mental health care benefits that are equivalent to those for 
medical and surgical care. Why are mental health care benefits 
important enough for all this legislative action?

A ccording to the Na-
tional Institute of 
Mental Health, 22 
percent of adults 

in the U.S. suffer from a diag-
nosable mental health disor-
der.  Yet only a third of the mil-
lions of Americans who suf-
fer from a mental health disor-
der receive treatment. Because 
mental health has a strong ef-
fect on physical health, employ-
ers will want to consider the lev-
el of mental health benefits their 
plans offer. 

The mental-physical con-
nection. The most common 
mental health disorders that 
arise in the workplace are anx-
iety and depression. Yet mental 
problems often present them-
selves as physical problems, 
and employees are more likely 

to seek assistance for a physical 
problem. 

Studies have shown that 
if workers don’t get the men-
tal health services they need, 
they use a lot of other services 
they don’t need. A medical doc-
tor may not be able to deter-
mine what is wrong with a pa-
tient and will do a battery of 
expensive tests because he/she 
doesn’t want to miss anything. 
The end result? Physical health 
care can cost a whole lot more 
when mental health care is not 
available.

The productivity factor. 
When employees have ready ac-
cess to good mental health ben-
efits, they are less likely to be 
out on disability leave. Employ-
ees on behavioral health disabil-
ity tend to stay out longer than 
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Enrolling Spanish-Speakers 
in Benefit Plans
Our last issue (October 2008) discussed ways to make 
open enrollment easier. The following article, by Me-
lissa Burkhart of Futuro Sólido USA, touches on some of 
the particular challenges faced when enrolling Spanish-
speaking employees.

A merican employees have long val-
ued good benefit plans. Many will 
accept a position with a slightly 
lower salary if benefits are more 

attractive. Why is it then that so few Spanish 
speakers, a growing segment of our work-
force, participate in benefit programs? 

The language barrier — the most obvi-
ous challenge — is only part of the problem. 
Benefits professionals and human resource 
managers can translate plans or training and 
still get disappointing results. Few realize 
that many Spanish-speaking employees have 
negative and erroneous beliefs about bene-
fit programs. In order to persuade them that 

benefits are in their best interest, employers 
must address these misconceptions. 

They include:

Y	 About health insurance: We can buy 
medicine at the pharmacy, so why pay 
for insurance?

Y	 About life insurance: The death benefit 
will go to my wife’s next husband or boy-
friend — and who wants to leave money 
to him?!

Y	 About retirement plans: Money taken 
out of an employee’s paycheck goes di-
rectly into the pocket of the salesperson 
or plan representative.

Y	 About direct deposit: If we don’t re-
ceive a check, we will not have access to 
our money.

Y	 About insurance in general: There is 
an addiction to insurance in this coun-
try. Most insurance plans are designed 
simply to take money out of our pock-
ets. 

None of this could be further from the 
truth. However, few benefits professionals or 
human resources professionals are counter-
ing these erroneous beliefs directly or effec-
tively. As a result, plan providers fail to reach 
potential participants. Business owners don’t 
get the maximum tax deduction or lowest 
possible group rate. And finally, employees 
lose opportunities for more secure lives for 
themselves and their families.

You can increase buy-in among Span-
ish-speaking employees to make enrollment 
meetings and trainings more successful.

Strategies include: 

Y	 Hire a professional translator for written 
material. Cutting costs by using a com-
puter program or a bilingual employ-
ee with no translating credentials sends 
the wrong message. Readers will assume 
that if the company did not make the ef-
fort to have the translation done well, the 
topic cannot be important.

Y	 Allow sufficient time for the meeting. 
Some employers expect employees to 
sign up for a rather costly and complex 
health insurance plan after being rushed 
through a PowerPoint presentation on 
their lunch break. This again creates the 
impression that the topic is unimportant 
and makes employees feel pressured. 

Y	 Use paper enrollment forms, rather than 
online or phone-based systems. People 
forget the issues after the presentation 
and talk to family members still labor-
ing under their old misconceptions. Pa-
per enrollment forms can also create pos-
itive peer pressure when employees see 
co-workers they respect participating.

Y	 Be careful about your presenter’s creden-
tials. Too often companies have a bilin-
gual employee make benefit presenta-
tions in Spanish. Even if this employ-
ee’s public speaking abilities are good, he 
or she may not be familiar with specific 
technical terminology. Other employees 
may not respect him, influencing how re-
ceptive they are to the presentation. And, 
most importantly, the presenter himself 
might not buy into the material and con-
vey his own doubts.

For the most effective meeting, your pre-
senter should have the following credentials:

Y	 Understanding of the mindset of typical 
Spanish-speaking employees and the rea-
sons they are reluctant to enroll in bene-
fit programs.

Y	 Understanding of the reasons Spanish-
speaking employees came to this country 
and compassion for their circumstances.

Y	 Thorough knowledge of the topic at 
hand.
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those with any other condition, says the So-
ciety for Human Resource Management. 
And workers in plans with high deductibles, 
preexisting condition exclusion periods or 
“carve-out” programs that provide separate 
mental health coverage are less likely to re-
turn to work after suffering a mental disabil-
ity, according to an analysis by Johns Hop-
kins University.

Untreated behavioral illnesses can have 
other consequences as well. Not only can 
productivity drop, but mental illnesses such 
as depression also can compromise employ-
ee safety. Experts urge companies to look at 
the whole picture. While decreasing cover-
age may save money in the short term, if dis-
ability claims skyrocket and employee turn-
over surges as a result, those savings will be 
minimal in comparison.

How do you know if your plan isn’t mak-
ing the grade? Experts cite the following 
signs — and risks — of inadequate mental 
health care benefits:

Y	 Limited number of therapy ses-
sions. Even where a plan covers therapy, it 
may place arbitrary limits on the number 
of sessions allowed. Removing these limita-
tions allows the therapy to work most effec-
tively, preventing more serious problems — 
and higher costs — later.

Y	 Limited choice of providers. 
Since a good relationship with a mental 
health provider is crucial for treatment suc-
cess, participants need plenty of choices. The 
plan should allow visits to out-of-network 
providers for slightly higher out-of-pocket 
costs. The network should also include a suf-
ficient number of experienced mental health 
specialists to deal with a wide range of disor-
ders.

Y	 Difficult access. Employees may 
be reluctant to seek needed mental health 
care because of a perceived stigma attached 
to behavioral illnesses. Employers can re-
duce that risk by making access to benefits 
quick, simple and confidential.

Y	 Medication-only coverage. Em-
ployees routinely obtain medications from 
their primary care physicians under their 
prescription benefit. But they may not re-
ceive the best medication in the proper dos-
es from non-mental health specialists. Stud-
ies show that a combination of medication 
and therapy is often the fastest way to recov-
er from mental illnesses. 

Y	 Diagnoses from non-psychiatric 
professionals. Without the correct diagno-
sis, an employee cannot obtain the most ef-
fective treatment. An employee with a sig-
nificant emotional problem should be eval-
uated by a psychiatrist or psychologist, who 
can determine which psychotherapy or med-
ication is appropriate. Doing it right the first 
time saves money down the line. 

For assistance in evaluating your compa-
ny’s mental health care benefits, please con-
tact us.  

Minimizing the litigation risk
Nearly all litigation involving cash bal-

ance plans has stemmed from conversions. 
In the IBM case, older employees sued the 
company for age discrimination because 
they felt it was discriminatory that they 
would receive lower benefits under a cash 
balance plan than under the previous “tradi-
tional” defined benefit plan. Any worry that 
cash balance pensions might not be legally 
sound evaporated with the pension overhaul 
bill signed into law in 2006. It labeled cash 
balance plans legal.

Employers starting a new cash bal-
ance plan, rather than converting an exist-
ing pension plan, have little cause to worry 
about litigation.

However, if you are converting an ex-
isting defined benefit pension to a cash bal-
ance plan, the law requires plans to treat 

Y	 Fluent command of both Spanish and 
English, including benefits terminol-
ogy (for example, “deductible” and 
“vesting”).

Y	 Experience conducting presentations in 
Spanish.

Y	 The ability to elicit questions and feed-
back from a reluctant audience.

Y	 Commitment to providing an accurate 
translation and to changing employees’ 
behavior. 

For other suggestions on making enroll-
ments easier — and more effective — please 
contact your broker.  

Futuro Sólido USA provides customized 
Spanish language services and training mate-
rials for Spanish-speaking workers and their 
employers. www.futurosolidousa.com

each member of any given class of employ-
ee equally, although there is some latitude in 
how you sort your employees into classes for 
this purpose.

You may also want to give older employ-
ees the option of remaining under the old 
pension plan while requiring that new hires 
enter the new cash balance plan. 

You are not required to give employees a 
choice of whether to convert to the new cash 
balance plan, but you may. And you may ask 
all employees covered by the traditional plan 
to remain in the plan, or provide no choice 
at all.

No matter which path you choose, you 
cannot violate prohibitions against age dis-
crimination and you cannot reduce the 
amount of benefit the employee has already 
earned.

For more information on your various 
retirement plan options, please contact us.  
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Cash Balance Plans:  
How They Can Work  
to Your Advantage
Cash balance plans give employees more flexibility than 
other defined benefit plans, while simplifying adminis-
tration for the employer.

Since 1999, when older employees of 
IBM sued the company after it con-
verted a traditional defined benefit 
plan to a cash balance plan, cash 

balance plans have received some negative 
publicity. But these plans remain a viable 
option for employers looking for an alter-
native to a traditional defined benefit plan 
or a 401(k).  

The advantages of cash balance 
plans

Cash balance plans can simplify plan ad-
ministration for the employer. They are de-
fined benefit plans, like “traditional” pen-
sions. However, a cash balance plan defines 
the benefit in terms of the balance of an ac-
count at retirement, rather than a guaran-
teed retirement income. This greatly simpli-
fies the employer’s bookkeeping needs.

In a typical plan, the employer credits 
each participant’s account with a percentage 
of his/her pay (such as 5 percent) and an in-
terest credit. The interest can either be fixed 

or a variable rate linked to an index, such 
as the one-year Treasury bill rate. Increas-
es and decreases in the value of the plan’s 
investments do not directly affect partici-
pants’ benefits. 

Cash balance plans also allow rollovers 
before age 65, so vested workers can take 
their benefit in a lump sum payment when 
they go. That makes cash balance plans at-
tractive to today’s more mobile employees, 
and employers report having adopted the 
plans to improve their competitive edge in 
hiring. 

Converting a traditional defined benefit 
plan to a cash balance plan allows compa-
nies to take advantage of any difference be-
tween the rate of return on the investment 
and the promised benefit. It also eliminates 
the early retirement subsidy of traditional 
plans. 

The disadvantages
Cash balance plans do not guarantee 

savings for employers. In fact, studies have 

shown no clear pattern of cost reductions.
Because the retirement benefit is pre-

defined, the employer must deal with any 
shortfall that results from poor investment 
performance, just as it may benefit from any 
gain. Contributions to the plan are deter-
mined actuarially and are not strictly up to 
the employer.

You can terminate or amend the plan, 
but you cannot reduce the benefit that plan 
participants have already earned. 

On the other side of the equation, em-
ployees tend to lose retirement income in 
conversions. Older employees may be par-
ticularly hard hit since they have less time 
left to realize growth. It may be worth not-
ing that the Government Accountabili-
ty Office concluded that most workers re-
ceive lower retirement benefits after a con-
version, regardless of their age at the time of 
the conversion. Yet, the perception remains 
that conversions discriminate against older 
employees. 

Two situations that can arise 
during a pension plan con-
version are “wear-away” and 

“whipsaw.” 
“Wear-away” of benefits pri-

marily occurs when an employee’s 
retirement benefit at the time of 
conversion is higher under the old 
plan than under the new. In effect, 
all growth in the benefit stops un-
til the benefit level of the new plan 
catches up. It can also occur when 
companies use a higher interest 
rate to calculate the cash balance 
plan account value than the one 

used to calculate the value of the 
traditional plan.

The Pension Protection Act ad-
dressed the issue of “wear away,” 
saying conversions cannot allow 
the “wear away” of retirement ben-
efits or early retirement subsidies. 

“Whipsaw” refers to the multi-
tiered calculation required to 
convert the employee’s nominal 
account balance to a lump sum 
benefit: project the balance for-
ward to age 65 using the interest 
credit, convert the age 65 balance 
to an annuity and discount the an-

nuity to a present-day lump-sum 
benefit. If the interest rate is dif-
ferent from the discount rate, the 
results will be out of whack.

To prevent this, consider link-
ing the interest credit to a Treasury 
security, or allow the cash balance 
plan to define the benefit as the ac-
count balance. Or pay the higher of 
the hypothetical account balance 
or the required lump-sum distribu-
tion. 

For assistance in converting a 
traditional pension into a cash bal-
ance plan, please call us.  

Of ‘wear-away’ and ‘whipsaw’


