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and appeals, external review process and contracts, or 
agreements with independent review organizations, as 
applicable

• Documents sufficient to show employee contributions 
from paychecks

• Compliance with Part 7 of ERISA (Health Insurance 
Portability and Accountability Act (HIPAA) portabil-
ity), the Newborns’ and Mothers’ Health Protection 
Act, the Women’s Health and Cancer Rights Act (WH-
CRA), Mental Health Parity and Addiction Equity Act 
(MHPAEA) and the Genetic Information Nondiscrim-
ination Act (GINA), among others.

Plan Sponsors Will Need to Be Ready  
to Respond Within Ten Business Days

The potential of a DOL plan audit should not be con-
sidered an evil—just the opposite! Plan sponsors should 
shift their thinking and use the thought of an audit as a 
strategic business plan. Plan sponsors should perform an 
internal audit and consider aligning themselves with expe-
rienced partners such as employee benefit advisors or attor-
ney firms to emphasize areas of compliance, stay informed 
on reform, and discuss potential impacts on organizational 
changes to their employee benefit plans and ACA/ERISA 
compliance. 

The Age of Individualized Benefits

by Kathy Bergstrom, CEBS
Senior Editor 
International Foundation of  
 Employee Benefit Plans 
Brookfield,Wisconsin

The following is based on a presenta-
tion by Leigh Stepan, CEBS, and Steve 
Clausen at the 2017 Symposium.

Implementing or expanding a 
voluntary employee benefits 
program can help employers 

meet growing demand for more in-
dividualized benefits while ultimate-
ly improving worker well-being.

That’s the experience reported 
by those who worked to implement 
new voluntary employee benefits for employees of Minne-
apolis, Minnesota–based retailer Target Corporation.

As new generations of employees enter the workforce and 
costs of providing benefits increase, employers are feeling 
pressure to get more creative with their benefits, said Steve 
Clausen, senior vice president and health and benefits prac-
tice leader at Aon Hewitt in Minneapolis, Minnesota.

Those new employees have different priorities and may 
demand a benefit package that is tailored to their individual 

needs. “Voluntary benefits have become a necessity to attract 
and retain individuals in an organization,” he said.

Employees typically pay the full cost of voluntary benefits, 
although employers sometimes contribute. Advantages to 
employees include lower prices, because of the buying power 
of employers, and the discipline of paying for the product 
through a payroll deduction. In some cases, vendors provide 
a waiver of evidence of insurability, which means employees 
who may not have been eligible to buy certain products can 
become eligible.

A number of factors caused Target to evaluate its menu 
of voluntary benefits, said Leigh Stepan, principal of Stepan 
Consulting in Plymouth, Minnesota. Stepan is the former di-
rector of benefits at Target.

Because of the Affordable Care Act, employees who 
worked fewer than 30 hours per week no longer were eli-
gible to purchase health insurance through the company. 
Those who do have employer-sponsored health insurance 
coverage may be enrolled in a high-deductible health plan 
(HDHP). Employees purchasing coverage through the 
health insurance marketplace also may have high deduct-
ibles.

At the same time, surveys point to the struggle many U.S. 
residents have establishing emergency savings while living 
paycheck to paycheck, Stepan noted. “There is a group of 
employees who really don’t have the wherewithal to handle 
that deductible,” she said.

Leigh Stepan, CEBS

Steve Clausen
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Coupling a voluntary benefit like critical illness insurance 
with an HDHP can be less expensive than a low-deductible 
health insurance plan.

Target employees also expressed a desire for the company 
to offer supplemental insurance coverage like that offered by 
AFLAC.

“We thought we should start looking into this coverage,” 
Stepan said. The company completed a market analysis in 
2012 and conducted a request for proposals (RFP) for sup-
plemental insurance only.

Target decided to delay rolling out a new program, how-
ever, because of all of the changes it needed to communicate 
regarding health care reform. “There was too much commu-
nication going on,” Stepan explained.

In 2016, Target’s contract with its life insurance vendor 
was up for renewal, and the company conducted an RFP 
for life insurance and voluntary benefits. Company officials 
hoped they could find one vendor to offer both at lower pre-
miums.

However, the life insurance vendors that responded to the 
RFP didn’t meet Target’s requirements for voluntary benefits. 
Target chose a life insurance vendor and then conducted a 
voluntary plan analysis to determine the next steps for vol-
untary benefits. Following the analysis, the company issued 
another RFP for supplemental medical benefits insurance 
and pet insurance.

A separate financial well-being analysis already had rec-
ommended the offering of voluntary benefits, showing “we 
had large groups of employees who didn’t have savings,” Ste-
pan said. Medical costs also showed up as one of the top rea-
sons employees borrowed from their 401(k)s.

“Those were a couple of indicators that led us to believe 
that the timing was right for us,” Stepan said. Unlike other 
years, no other benefit changes were planned, so company 
officials didn’t have to worry about confusing employees.

The company decided to offer a supplemental medical 
benefit (with options for critical illness insurance, hospital 
indemnity insurance and accident insurance) and identity 
theft insurance and to enhance its legal benefit.

The company opted not to offer pet insurance. Target al-
ready offered a discount program for pet insurance that of-
fered similar savings to those that would be available through 
a voluntary offering. 

“We would have loved to have rolled out other benefits like 
pet insurance and roadside assistance, but the market wasn’t 

ready for a group pet insurance, and we really didn’t want to 
do too much all at once and overwhelm people,” Stepan said. 
“We wanted to roll out the products that we thought were 
most important first.”

In designing a plan, Aon, which served as the consultant 
on the project, advised: “ ‘Start simple, and think about what 
you want this plan to do,’ ” Stepan said. “We didn’t really 
want this to be the lottery for anybody. We didn’t think that a 
$20,000 lump sum for critical illness was necessary for most 
of our team members. Most people need $5,000 to cover 
their deductible,” she said.

Premiums also were more affordable for a plan that would 
provide $5,000 instead of a higher sum.

All full- and part-time employees who work more than 
20 hours a week are eligible to enroll in the voluntary benefit 
program, regardless of whether they are enrolled in Target’s 
medical plan. Employees also can buy insurance to cover 
spouses and other family members.

“One of the huge advantages was expanded eligibility,” 
Stepan said. “We have a huge population that is under 30 
hours.” After ACA, those employees weren’t going through 
the enrollment process because they weren’t eligible for 
health insurance. “This was something new for them to come 
into the process and see all of the benefits that we offer.”

After rolling out the plans, 12% of eligible employees pur-
chased accident and critical illness insurance. Nine percent 
of eligible employees enrolled in the hospital indemnity plan, 
and about 5% bought identity theft coverage.

While the company hoped for larger enrollment num-
bers, “the people who needed the benefits are the ones who 
really took it,” Stepan said. Employees aged 26-40 enrolled 
in the critical illness and accident insurance at significantly 
higher levels than older employees.

Company officials also believe word-of-mouth advertis-
ing from employees who have claims paid through the cover-
age will increase enrollment over time.

The new benefits fit into Target’s overall well-being strat-
egy, Clausen said. “Members could buy a plan that would 
help fill the gap in scenarios that were not planned,” he said. 
“It felt like a more holistic approach to the overall team 
member.”

Employers considering voluntary benefits will find there 
are many options available, Stepan noted. When evaluating 
those options, “think about what the vast majority of your 
population needs and wants.”


