Issue 4— December 2005

Learn More about the NEW Health Allowance
Now that you’re familiar with how the NEW Health Allowance works, you may wonder how it really
looks... in action. This issue, we’ll look at examples of how to use your Health Care Spending Account to
pay for health and dental claims, and where the Protection Plan fits in. We’ll also review the Retiree Health
and Dental Benefits Plan for employees close to retirement.
Health Allowance Example #1
Pat is age 60 and retires with 35 years of Service Credit. Pat elects a joint and survivor pension, and therefore, is eligible for a Retiree & Spouse Health Allowance.

Pat’s Annual Health Allowance

$1,000 + ($50 x Years of Service Credit greater than 15)
Pat’s expense
Spouse’s expense

$2,000

At the beginning of the year, Pat receives a Health Allowance of $2,000. Once Pat pays the Protection Plan premium ($500), Pat has $1,500 in the
Health Care Spending Account (HCSA). Here’s a look at how Pat uses the HCSA to offset health and dental costs throughout the year.

Q. Why doesn’t the Protection Plan
pay for any expenses in this case?

2006
Expenses

Health/Dental
Expense

Eligible for
Protection Plan?

Protection
Plan Pays...

HCSA
Pays...

Pat
Pays...

A. Neither Pat, nor Pat’s spouse
reached the $1,500 deductible
for the Protection Plan to kick in.

Feb. 10

$300 (Prescription drugs)

Yes

$0

$300

$0

Mar. 25

$250 (Annual dental exam) No

$0

$250

$0

Mar. 30

$500 (Prescription drugs)

Yes

$0

$500

$0

June 2

$400 (Prescription glasses)

No

$0

$400

$0

Aug. 12

$200 (Prescription drugs)

Yes

$0

$50

$150

Aug. 31

$250 (Annual dental exam) No

$0

$0

$250

Sept. 9

$400 (Prescription drugs)

$0

$0

$400

$0

$1,500

$800

At this point, Pat has used the full
HCSA balance and must pay for any
additional expenses out-of-pocket for
the remainder of the year. Pat will
get a new HCSA balance next year.

Yes

Annual Totals

What is a deductible?
A deductible is the claim amount
that you must first pay out-of-pocket
(or with your Health Care Spending
Account) before claims are
reimbursed. With the new Program,
once you have paid for $1,500
eligible Protection Plan expenses,
the Plan will reimburse your
remaining eligible expenses,
up to certain limits.

Health Allowance Example #2
Chris is age 65 and retires with 30 years of Service Credit. Chris is single and is eligible for a Retiree Only Health Allowance.

Chris’s Annual Health Allowance

$500 + ($25 x Years of Service Credit greater than 15)

$875

At the beginning of the year, Chris receives a Health Allowance of $875. Once Chris pays the Protection Plan premium ($250), Chris is left with $625
for the HCSA. Here’s a look at how Chris uses the HCSA to offset health and dental costs throughout the year.

2006
Expenses

Health/Dental
Expense

Eligible for
Protection Plan?

Protection
Plan Pays...

HCSA
Pays...

Chris
Pays...

Q. Why does the Protection Plan pay
for so many expenses in this case?

Jan. 23

$1,000 (Prescription drugs)

Yes

$0

$625

$375

A. Chris very quickly reaches the
$1,500 deductible because of
significant eligible expenses.

May 16

$2,500 (Semi-private hospital) Yes

$2,000

$0

$500

June 12

$2,500 (Private nursing)

Yes

$2,500

$0

$0

June 17

$2,000 (Prescription drugs)

Yes

$2,000

$0

$0

Aug. 24

$5,000 (Private nursing)

Yes

$5,000

$0

$0

Sept. 1

$1,000 (Medical equipment) Yes

$1,000

$0

$0

Oct. 11

$250 (Annual dental exam)

No

$0

$0

$250

Nov. 2

$1,000 (Prescription drugs)

Yes

$1,000

$0

$0

Nov. 26

$1,000 (Prescription drugs)

Yes

$1,000

$0

$0

$14,500

$625

$1,125

At this point, Chris has used the full
HCSA balance and must pay for any
additional expenses (not covered by
the Protection Plan) out-of-pocket for
the remainder of the year. Chris will
get a new HCSA balance next year.

Annual Totals

Your Health Allowance is Indexed
Dispensing fees
Pharmacies can charge a range
of dispensing fees to provide
your prescription medication.
Are you paying too much? To
encourage you to shop around
for the best possible fees,
the Protection Plan has an
$8 dispensing fee limit per
prescription. Any dispensing fee
amount above this will not be
covered by the Plan. Be sure to
discuss fees with your pharmacist
before filling a prescription
and compare prices whenever
possible. Doing so will limit
your out-of-pocket expenses
and help the Church deliver
value for each dollar spent
on the new Health Allowance.

Once you retire, your Health Allowance is increased each year by a fixed 2.5% to help minimize the effects of healthcare inflation.

Being a Smart Health Care Consumer
Your Health Allowance is based on a fixed formula, but your Protection Plan premium is based on what it will actually cost to provide this coverage.
As the premium goes up, the amount of money remaining in your HCSA may be less, though annual indexing of your Health Allowance will help.
You can stretch your HCSA dollars further and help keep the Protection Plan premium in check by being a smart health care consumer. Consider the
following tips:
• Maintain a healthy diet and exercise regularly.
• Be a proactive patient — visit your doctor and dentist at least once per year to verify your good health.
• Ask your pharmacist to fill prescriptions with generic medication whenever possible — in most cases, they are just as effective as the (more
expensive) brand name counterparts.
• Ask for multiple refills at a time to save on dispensing fees, for medication you take on a regular basis.

Employees Close to Retirement
If your age plus Service Credit totals 70 points or more as of January 1, 2006, you qualify as an employee close to retirement eligible for
the same Post-Retirement Benefits as current retirees. You will not receive the new Post-Retirement Benefits, but instead will retire under the
old Program rules including the Retirement Allowance, Funeral Allowance and Retiree Health and Dental Benefits Plan.
Retirement Allowance and Funeral Allowance — Your Funeral Allowance will be calculated using the same formula as the new Program.
Your Retirement Allowance will also use the same formula, except if you retire early and are not at least age 62 with 35 years of Service
Credit. In this case, the formula uses Credited Service. In addition, the amount of Service Credit you can apply towards the Retirement
Allowance will remain capped at 40 years. You will qualify for a Funeral Allowance with 10 years of Service Credit and a Retirement
Allowance with 10 years of Credited Service.
Retiree Health and Dental Benefits Plan — Retirees with 15 years of Service Credit will be eligible for health and dental coverage. In
addition, if you select a joint and survivor pension, your spouse is eligible for coverage, along with any dependent child under age 24.
The Retiree Health and Dental Benefits Plan will reimburse a percentage of your expenses, based on your years of Service Credit. If you
retire earlier than age 62, with 35 years of Service Credit, your reimbursement percentage will be reduced by 1⁄2% for each month, or 6%
per year, for each year you retire before age 65.

More Issues Coming Soon!
DESCRIPTION

In January, watch for:
Issue 5 — A closer look at how the
Pension and Post-Retirement Benefits
Program fits into your overall
retirement planning strategy

This newsletter series summarizes
changes to the Pension and
Post-Retirement Benefits Program
for the Seventh-day Adventist
Church in Canada. Though it is a
useful information source, if there
are any discrepancies between this
information and the official plan
documents, the plan documents
will be considered correct and
will govern in all cases.

REIMBURSEMENT LEVEL
MINIMUM
MAXIMUM

Inpatient Care

Health care services received within a hospital

40%

90%

Outpatient Care

Health care services received without hospitalization, prescription drugs

25%

75%

Dental A

Check-ups, x-rays

50%

100%

Dental B

Fillings, root canal, extractions

25%

75%

Dental C

Bridgework, crowns, dentures

25%

75%

If you have at least 15 years of Service Credit when you retire, you qualify for the minimum reimbursement level for health and dental
benefits. In addition, you get an extra 2.5% reimbursement for each year of Service Credit above 15 years. The maximum reimbursement
you can receive for each type of health and dental benefit is based on 35 years Service Credit.
So, for example, if you retire with 25 years of Service Credit, you automatically qualify for the minimum reimbursement level, plus 2.5% for
each additional year above 15, or 10 additional years. That’s 65% for inpatient care, 50% for outpatient care, 75% for dental A and 50%
for dental B and C.
When you retire, you will receive more details about the specifics of your health and dental benefits, including any limitations and exclusions.

Looking for more details about the NEW Pension and Post-Retirement Benefits Program?
Send your questions and comments to us, using the Faxback Feedback Form.

