What Are Employee Benefits?

Employee benefits are called fringe benefits because they are compensation that is

provided by the employer that is in addition to your salary. Benefit packages vary
from employer to employer and can be as much as 35% of the employee's wages.

Typical Employee Benefits

Retirement/Pension plans

Social Security is a federally mandated

retirement program. The federal government
requires all employers to withhold 6.2% of an L2 .
employee's salary and deposit the amount with v‘;;“_ -

Health insurance

Employers often offer access to group health insurance plans as a benefit for
their employees and their families. Participation in a group health insurance
plan, particularly if the premiums are paid by the employer, allows an
employee significant savings toward the cost of health care.

the Social Security Administration. Your = .
employer is also required to match your

contribution for a total contribution of 12.4% of your salary.
Social Security retirement benefits are available to anyone who has
worked under the system for at least 10 years. A retiree can
currently receive the highest benefit starting at approximately age
66. Check with the Social Security Administration for the current
age when a person can become eligible for full benefits. Reduced
benefits are available as early as age 62.

Employers are also required to withhold 1.45% of your salary as a
contribution to the federal Medicare program. Medicare is a
government-sponsored medical plan for retirees over 65 years old.

Pensions are sums of money paid regularly to retired workers by
the company as a retirement benefit. Pensions are generated from
contributions to a pension fund made by the employer during the
employee's working years. The amount of a pension is usually
figured as a percentage of an employee's salary.

401(k) and 403(b) plans enable a portion of an
employee's salary, and the income tax that would have
TN been paid on that amount, to be contributed to a

) retirement plan. All taxes on the earnings from the
. "#2\ plan are deferred until the person withdraws funds
from the account. Employers may or may not make matching
contributions to these types of plans. These plans have many rules
and restrictions. It is important, therefore, that the employee
discuss these rules and restrictions with the employer before
making any withdrawals.

Many types of pension, retirement and tax-deferred savings plans

are available from employers. The best way to find out about your

employer's retirement benefits is to speak with a benefits officer.

Some questions to ask are:

«  What type of pension or retirement plans are available?

«  How is the money from my plan distributed when I leave?

«  How long does it take for me to become vested? When do you
become vested (when you own the funds) in the account?

+  What types of tax-deferred savings/pension plans are available
to me as an employee?

« Does my employer match my contributions to a tax-deferred
savings/pension plan?
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The Affordable Health Care Act of 2010 (sometimes called
Obamacare) has changed many provisions of company provided health
care plans. Because the rules and regulations are changing, it is critical
that employees check with their employer conceming their health care
benefits and cost.

Many group health insurance plans now offered by employers are "managed
care" plans. These types of plans define the health services that are covered.
Managed care plans also designate the providers that are qualified to be used
by the participants in the plan. The plans usually have a deductible that an
individual must pay before coverage begins, and/or an amount of
co-payment that is required for a given service. It is important to be aware
of the type of health insurance plan that your employer offers as a benefit
and how the plan works.

Employee health insurance plans can cover such services as: r:\‘
hospital and medical services, dental services, vision services \
and mental health services. Employers may cover the cost of ‘1{»3‘:“
health insurance premiums for the employee, the employecand  *

one family member or the employee's entire family. The option

of participating in a group plan may also be available for a \\

certain length
employment.

Additional types of insurance that may be offered by an employer as an
employee benefit are: life insurance, accidental death insurance, disability
insurance, long-term care insurance and major medical.

Information about an employer's insurance plans can be obtained from a
benefits officer or a representative of the insurance companies that provide
the plans. Often the plans are explained in the Employee’s Handbook which
is provided at the new hire orientation meeting. Some important questions
to ask are:

. What services are covered by my health insurance plan?

« Does the employer cover the cost of the premium for family members?
If so, which family members? If not, what is the cost of insuring
additional family members?

. What is the deductible or co-payment designated by my health
insurance?

. Am I eligible to participate in the health insurance plan after I leave
employment? If so, for how long?

« Is long-term-care insurance available to employees?

«  What amount and type of life insurance is available to employees?

of time after an employee has terminated
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Worker’s Compensation

Employers are required to purchase Worker's Compensation Insurance for all of their employees. If employees are injured on the job, they m
be eligible for paid leave, compensation and medica] payments until they are able to return to work.

Annual/Vacation leave

Annual or vacation
leave is the number
of days designated
per year that an
employee may take
» off without providing
a reason for their
absence. The number
of annual leave days is often determined
by the length of time an employee has
worked for the company.

Sick leave
Sick leave days are designated for use
when an employee is unable to work for
health reasons. Sick leave usually accrues
on a monthly basis.

Family sick leave

Family sick leave days can be used to care
for family members who are ill. An
individual's sick leave may be considered
separate from or included with family sick

leave,

Holidays

Employers usually have certain days (such

as Christmas or New
Year's Day) designated
as paid holidays. Retail
businesses are the least >
likely to offer this benefit
as they frequently @‘#
operate during holidays.
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Maternity leave /
family leave

bl . -
Maternity leave is @ "f\‘\
time designated to be

used by a worker

during the birth and early infancy of ;
child. Family leave may be available tc
both parents and may or may not be fully
compensated by an employer.

Compensatory time
Compensatory or "comp" time is leave
time that is given instead of additional
salary. Comp time is usually given in
exchange for working more than the
required hours in a designated time period.

Additional benefi

Education
Some employers cover the cost of work-
related course work and educational
degree programs.

Professional development
The cost of seminars, conferences and
training that are relevant to one's work
may be covered by employers.

Travel
The cost of business-related travel, meals,
accommodations and vehicles is some-
times paid as a benefit.

Although part-time work is an option for many employees
reduced benefits to part-time employees. If youare considering part-time employment, i

Child care
Child care is a significant cost for working
parents.  Some employers contribute
toward the cost of child care or offer
access to subsidized on-site child care
facilities.

Employee discounts
Employees may be eligible for discounts
on the products that their employer sells or
manufactures. This is a common benefit
offered by employers in retail businesses.

ts offered by some employers

Stock options
Stock in the company is sometimes given as an
item of compensation to employees.  Some
employers will match the number of their
company's stock purchased by an employee.

Flexible scheduling
More employers are

beginning to offer employees
scheduling options other than
the standard five-day,

forty-hour week. A growing number of
employers are also allowing employees to work
from their home using the computer.

to you.
Internet resources
; www.bls.gov/ncs/ebs/-- U S, Bureau of Labor Statistics web site for current employee benefits.
. www.enotes. com/business-ﬂnance-encyclopedia/employee-benefits -- Employee benefits from the employer’s point

< of view.

http://ebri.org -- Research and facts abouyt employee benefits,
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