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Dependent Audit

Save Healthcare Dollars with a Dependent Eligibility Audit

As employers continue to struggle with controlling their benefit plans’ costs, it
becomes even more important to be sure that the people they have covered under
their plans are actually eligible for coverage. Now more than ever, employers need
to find ways to contain costs and spend wisely. Performing independent eligibility
verification is a top health care cost containment solution.

With annual healthcare costs ranging from an average of $3,000 to $5,000 per
dependent, removing ineligible dependents can save significant health care dollars
for employers and their employees. Savings can be even greater if the plan is paying
substantial claims for an ineligible dependent. Below is an example of the savings
that can occur with a small percentage of ineligible dependents removed from the
employer’s health plan:

Estimated Savings/Year Based on $3,000
Annual Costs
Number of Dependents Ineligible (5%) Ineligible (10%)
100 $15,000 $30,000
200 $30,000 $60,000
500 $75,000 $150,000
1000 $150,000 $300,000

What is a Dependent Eligibility Verification Audit?

A Dependent Eligibility Verification Audit (Dependent Audit) is the inspection of an
employer’s health and welfare plan to ensure enrolled dependent(s) eligibility. A
Dependent Audit’s goal is typically related to one or more of the following
objectives:
e Reducing healthcare costs by eliminating claims paid for ineligible
dependents
e Ensure the organization is able to continue providing appealing benefits that
help attract exceptional talent
e Provide controls in support of Sarbanes-Oxley compliance
e Comply with ERISA or state-laws related to operating a benefit plan as
designed and for exclusive benefit of plan participants.

Note: The goal of a Dependent Audit is not to maximize the number of
dependents that are removed from benefit plans.

How a Dependent Eligibility Verification Audit is Performed

For these types of audits to effectively minimize risks to the employer and its
participants, there must be substantive testing to ensure that dependents meet the
status and relationship requirements as defined by each employer’s dependent
definition. Dependent audits have financial and regulatory benefits to employers,
but most importantly those employees who are compliant will not be shouldered
with costs that can easily be avoided.

A comprehensive audit requires that each employee who covers a dependent should
be required to participate in the process. This eliminates the potential for an
employer being accused of targeting only certain employees or employee types.

To properly verify, a minimum of two documents per dependent should be required
(where applicable). The auditing firm should provide an easy and secure method
for employees to provide requested verification documents, such as a secure web
portal managed by the audit firm, secure fax or US Mail.



Comprehensive Administration

Why Should We Perform a Dependent Eligibility Audit?

There are several reasons why an employer may choose to conduct a dependent
eligibility audit.

Control Wasteful Spending - Dependent Audits often find between 5% or more
of plan participants had an ineligible dependent on a company health plan. These
ineligible dependents are increasing your company’s, and your plan participant’s
health care costs.

Reduced Rate Increases - Insurance companies often reward employers who
watch eligibility closely by offering better rates.

Comply with the Law - The Employee Retirement Income Security Act (ERISA)
mandates that plan sponsors manage plans for the exclusive benefit of
participants and beneficiaries. Checking for ineligible dependents helps to ensure
your organization is meeting its fiduciary obligations. This also provides another
internal control that helps your company comply with Sarbanes-Oxley.

Risk Management - Ineligible dependents that incur claims and then are found
to be ineligible can cause a disruption in employee relations and can carry
potential financial risk for the employer.

Benefits of a Dependent Audit

Innova Benefit Services’ customized dependent eligibility verification process
seeks to identify ineligible dependents that are being covered by the employer’s
health plan. Employers have experienced up to a 10% reduction in dependent
participants by using this service, with a usual range of 2% to 6%. Depending on
the size of your population, savings derived from the audit may range from four
to ten times the audit hard costs.

Verification Goals:

e Contribute immediately to a reduction in healthcare costs

e Verify that dependents claimed by your plan participants are eligible to
receive healthcare benefits;

e Introduce a culture of scrutiny of dependent enlistment

Innova Benefit Services is an ideal partner to assist with this important
process. Our audit approach is tailored to the size and complexity of the
organization and draws upon our extensive industry experience and
knowledge. Our staff is both sensitive to the employer’s needs to ensure that
it covers only legitimate dependents as well as the employee’s concerns of
privacy, fairness and against intrusion. Having an audit performed by an
independent third party can greatly assist the employer with achieving relief
from inappropriate expenses, as well as removing Human Resources from
direct actions with employees in sensitive discovery and follow-up activities.



About INNOVA BENEHT Services, LLC

INNOVA believes that the key to finding the best benefit plan provider is identifying one that
offers a broad array of service customized to your needs. No matter how extensive a provider’s
product selection is, it is only good if it has the services that you require. INNOVA'’s focus on
personalized service means that we listen to your needs and provide you with the right
combination of services and the right technology resources.

INNOVA is an experienced Employee Benefit Plan Service Provider that is committed to and
solely focused on providing the customized service that other large companies cannot typically
offer. We know that long-term satisfaction results from paying attention to the details.

INNOVA was founded by seven shareholders who are also key professionals operating the
business and servicing clients. As owner employees, we are focused on providing service
satisfaction to our sponsors and participants.

INNOVA provides a breadth of flexible administrative services to clients from offices in
Pennsylvania and California, with clients located throughout the US. Our staff consists of many
individuals with 20 to 30 years of experience in the Health and Welfare benefits industry. All of
our staff are Certified Cafeteria Plan Administrators; additionally some are also Certified COBRA
Administrators.

INNOVA is set apart from other plan service providers in our desire to offer our clients the
flexibility to select from a variety of enrollment methods that best suit their needs; select from a
variety of reimbursement methods and give their employees the freedom to choose how they use
their benefit plans. In order for a benefit plan to be successful, the Plan must be effectively
communicated to the employees. To assist the participants in using their benefits, our firm
provides detailed materials, offers consulting services and encourages enrollment campaigns to
help your employees fully comprehend how their benefits can be used to increase their
spendable income.

INNOVA is committed to servicing clients, many of whom we have worked with for years, with
excellence and personalized attention. We assign our clients a dedicated account manager. We
don't like to change these relationships and many relationships have existed for years. We also
coordinate with clients' brokers and consultants for seamless service and communications. Too
many employers and some service-providers believe these services are a commodity and that
attention to compliance is not significantly important. Our firm believes that employers cannot
risk non-compliance when it comes to benefits mandated by the IRS. As your service provider,
we follow the rules and stay abreast of the ever-changing laws.

INNOVA BENEFIT Services offers its clients a unique combination of personalized service and
state-of-the-art technology. Our clients enjoy the confidence and peace of mind that their benefit
programs are being administered in a reliable and compliant manner so that they can
concentrate on their core business functions.

Personalized Services from Professionals Who Care

(866) 993-7702
www.innovaben.com
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