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Experts believe that the 2011 Mississippi River flood 

has the potential to cause billions of dollars in 

damages.   

 

The riverõs rising waters are the result of intense 

rainfall and the melting of heavy winter snowfall in the 

Dakotas.  With grounds that are still frozen, there is 

little chance for absorption resulting in flooding 

waters. 

 

Even minimal levels of flooding can result in 

devastating financial loss that are not typically covered 

in your standard homeowners policy.  As a  result, the 

National Flood Insurance Program was established in 

1968.  Nearly 20,000 communities across the United 

States and its territories participate in the NFIP by 

adopting and enforcing floodplain management 

ordinances to reduce future flood damage. In 

exchange, the NFIP makes Federally backed flood 

insurance available to homeowners, renters, and 

business owners in these communities. Community 

participation in the NFIP is voluntary. 

 

FEMA  recently released a information on flooding 

that addresses what you should know about floods 

and myths about the National Flood Insurance 

Program.   

RISING WATERS  

HR audits are essential for companies to 

ensure that they are avoiding any legal or 

regulatory liability associated with their HR 

policies and practices. In addition, audits can 

also provide the opportunity to benchmark a 

companyõs strategies and practices against the 

best practices of other companies in its 

industry 

 

What is an HR Audit?  
An HR audit is an objective, systematic review 

of a companyõs HR policies, procedures, 

strategic direction, structure, resources, and 

ultimately, its contribution to the organization. 

Such an audit offers the opportunity to protect 

the company, establish best practices and 

identify areas for improvement, and can help evaluate whether specific practice areas are adequate, legal and/or 

effective. 

                   continued on page 2 

Avoiding Legal or Regulatory Liability  



Types of Audits  
There are various types of audits, each designed to accomplish specific 

objectives. Here are some of the more common types: 

 

Compliance. Examines how well the company is complying 

with federal, state and local laws and regulations. 

Best Practices. Compares company practices to those of 

companies identified as having exceptional HR practices, 

to help a company maintain or improve its competitive 

edge. 

Strategic: Assesses the systems and processes within the 

company to determine whether they align with the HR 

departmentõs and/or the companyõs strategic plan. 

Function-Specific: Focuses on one specific area within the 

HR function (payroll, performance management, etc.). 

Steps of an Audit  
Follow these general guidelines for conducting an audit. 

 

1. Determine the scope and type of the audit. It may be 

appropriate to conduct a comprehensive review of the 

entire HR department and its function; conversely, there 

may be targeted areas that make more sense for review. 

2. Develop the audit questionnaire. An audit typically employs a 

questionnaire to evaluate specified areas. It will help guide 

the audit team in scrutinizing the designated areas for 

review, and also may include interviewing HR employees 

or department managers. See below for sample questions 

to include in an audit. 

3. Collect the data. Using the questionnaire as a roadmap, the 

audit team conducts a thorough, extensive review. 

4. Benchmark the findings. Comparing the companyõs findings 

to other firms in the industry can offer valuable 

information in determining the companyõs competitiveness 

among its peers and for developing best practices for the 

future. 

5. Provide feedback about the results. After the audit, it is 

important to report findings to the HR department and 

senior management, including findings, analysis and 

recommendations. 

6. Create action plans. Audits are counter-productive if their 

results are not translated into action. Using 

recommendations from the audit team, HR and senior 

management must plan to implement changes as needed 

to improve efficiency, compliance or productivity. 

7. Foster a climate of continuous improvement. Doing one audit 

is not enough for a company. It is necessary to subscribe 

to an attitude of continuous evaluation and improvement. 

It may be helpful to designate one person to stay up-to-

date on legal and regulatory issues that may affect the 

company, as well as to keep track of internal processes to 

quickly identify problems. 

 

Sample Questions  
Organization and Structure: 

 

Is there an organizational chart?  

Does the chart include both employeesõ names and 

position titles? 

Does the chart show reporting relationships? 

Is the chart updated as changes occur? 

As the needs of the organization change, does its 

structure change? 

 

HR Department Organization: 

 

Is the department sufficiently staffed for the industry and 

the size of the organization? 

Is the budget in line with other organizations of similar 

size and industry? 

Has the company been involved with any employment 

lawsuits? 

If there have been suits, what were the outcomes? 

Is there a job description for each position in the 

department? 

To what position does the top HR position report? 

Does the HR department have a mission statement? 

Is the HR mission statement consistent with the mission 

and vision of the organization? 

 

Functions of the HR Department:: 

 

For what functions is the HR department responsible? 

(Payroll, benefits, salary administration, recruitment, 

training, labor relations, safety, strategic planning, others?) 

Should the HR department be responsible for all of the 

functions listed above? 

Should the HR department be responsible for any 

functions not listed above? 

 

Cobbs, Allen & Hallõs HR Consultants can provide you and your 

company assistance throughout the audit process.  For more details 

contact your Cobbs, Allen & Hall Risk Advisor. 

 

Avoiding Legal or Regulatory Liability    
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An HR audit offers the opportunity to 
protect the company, establish best 

practices and identify areas for 
improvement, and can help evaluate 
whether specific practice areas are 

adequate, legal and/or effective.  
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DID YOU KNOW?  
 
A recent study showed that health care 

costs rose at a 15 percent slower rate for 

employees who participated in a wellness 

program, compared to employees who 

didnõt.  

 

This study, conducted by Highmark, Inc. 

and published in the American Journal of 

Health Promotion, surveyed employers who 

consistently provided a wellness program 

over a span of four years, and found a 

health care cost savings of $332 per 

wellness participant. 

Deadline Approaching to Amend  

Plan Documents for New OTC Rules  

One of the provisions of the Patient 

Protection and Affordable Care Act 

changes the rules regarding over-the-

counter drugs and health spending ac-

counts.  

 

Beginning Jan. 1, 2011, over-the-counter 

drugs are no longer eligible medical ex-

penses under an FSA, HSA or HRA, 

unless accompanied by a prescription 

(with the exception of insulin). This ef-

fective date applies regardless of when 

the employerõs plan year begins and 

regardless of any grace period for 

health FSAs. 

 

This rule does not include medical 

equipment and supplies, such as 

crutches, bandages and blood sugar test 

kits, which may still be reimbursed 

without a prescription. 

Employers are required to amend their 

cafeteria plan documents to conform to  

this new requirement. Generally, such 

cafeteria plan amendments may be ef-

fective only prospectively.  

 

However, guidance released by the IRS 

allows employers to amend their plan 

documents to conform to the new 

OTC drug requirements, effective ret-

roactively for expenses incurred after 

Dec. 31, 2010, as long as the amend-

ments are adopted no later than June 

30, 2011. 

 

If you have not already amended your 

cafeteria plan document to comply with 

the new OTC regulations, you should 

make necessary changes by June 30, 

2011. 

 

The official IRS notice regarding this 

g u i d a n c e  m a y  b e  f o u n d  a t : 

www.ecfc.org/files/legislative-news/n-10

-59.pdf  

Group health plan sponsors that provide 

prescription drug coverage are required to 

provide a notice of creditable or non-

creditable prescription drug coverage to 

Medicare Part D eligible individuals who 

are covered under the entityõs 

prescription drug plan. 

 

The Centers for Medicare and Medicaid 

Services (CMS) provides model notices 

and recently released updated model 

disclosure notices for use on or after April 

1, 2011. These updated notices comply 

with the new health care reform provision 

that changes the Medicare Part D Annual 

Coordinated Election period to Oct. 15 

through Dec. 7 of each year.  

 

Updated model notices are available in 

English and Spanish at: 
www.cms.gov/CreditableCoverage/Model%

20Notice%20Letters.asp#TopOfPage  

 

CMS Issues Revised 

Medicare Part D Model 

Disclosure Notices  

http://www.ecfc.org/files/legislative-news/n-10-59.pdf
http://www.ecfc.org/files/legislative-news/n-10-59.pdf
http://www.cms.gov/CreditableCoverage/Model%20Notice%20Letters.asp#TopOfPage
http://www.cms.gov/CreditableCoverage/Model%20Notice%20Letters.asp#TopOfPage
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Will My Flood Insurance Policy Cover Me?  

The National Flood Insurance Program (NFIP) defines covered 

flooding as a general and temporary condition during which the 

surface of normally dry land is partially or completely inundated 

from any source  ð including levees. Two or more properties or 

two or more acres must be affected.  

 

How long will I have to wait until my flood 

insurance policy goes into effect?  
Normally, there is a 30-day waiting period. However, if the initial 

purchase of flood insurance is in connection with the making, 

increasing, extending or renewing of a loan, there is no waiting 

period. Have your lender issue a letter stating that flood 

insurance is required and your insurance agent will waive the 30-

day waiting period. 

 

If the loss meets the definition of a flood, how 

do I make sure my claim will be paid?  
When your flood insurance policy is issued, make sure your agent 

received your flood insurance premium and waived the 30-day 

waiting period, if the insurance was òlender-required.ó It is very 

important  to keep in contact with your insurance company. 

 

If I am in imminent danger of a flood, are there 

any reimbursement methods if I buy sandbags 

or move my property?  
Please check with your insurance carrier and review your policy 

to learn if moving property and other expenses are included in 

your coverage. 

What else do I need to have ready for my 

adjuster? 
Make sure you keep your insurance documents in a waterproof 

container. When the adjuster arrives, it is helpful to have ready your 

insurance policy , an inventory of your contents , all receipts  

and photos  or video of damaged items. 

 

What if I own a business?  
Your emergency plans should include contingencies for your 

employees; they are your companyõs most valuable asset. You should 

also have a continuity plan ð how you will operate immediately after 

a disaster, an evacuation plan and plenty of emergency supplies on 

hand such as water and non-perishable food. 

 

NFIP Facts vs. Myths  

 
Myth: Homeowners insurance covers floods. 

Fact: Most of these insurance policies do not cover flooding. 

 

Myth:  Many people believe if they do not live in a flood zone, they 

canõt buy insurance. 

Fact:  Anyone can buy flood insurance as long as their community 

participates in NFIP. 

 

Myth:  Only homeowners can purchase flood insurance. 

Fact:  Anyone can buy flood insurance as long as their community 

participates in NFIP. 

 

Myth:  You canõt buy flood insurance if you are in a high risk flood 

zone. 

Fact:  Anyone can buy flood insurance as long as their community 

participates in NFIP. 

 

Myth:   You canõt buy flood insurance if your property was flooded 

before. 

Fact:  People are eligible to buy flood insurance after a flood, as long 

as the community participates in NFIP. 

 

For NFIP questions, call 1 -866-751-3989. Call 

center hours have been extended temporarily 

from 7 a.m. to 9 p.m., 7 days a week.  

 

 

Not sure about your  policy coverage?  Contact 

your Cobbs, Allen & Hall Risk Advisor today!  

RISING WATERS  

Most of these insurance 

policies do not cover 

flooding.  

KNOW THE FACTS ABOUT FLOODING AND SAFEGUARDING 

IMPORTANT DOCUMENTS SUCH AS FLOOD INSURANCE POLICIES. 

FOR FLOOD SAFETY INFORMATION,   

VISIT READY.GOV/FLOODAWARE NESS.  
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On April 15, 2011, the Centers for Medicare & Medicaid Services 

(CMS) released final regulations for Medicare Part D prescription 

drug plans and Medicare Advantage plans that include prescription 

drug coverage. The regulations implement changes made to the 

Medicare prescription drug program by the Patient Protection and 

Affordable Care Act (PPACA), the health care reform bill that was 

passed in March 2010. The regulations also make other changes to 

the Medicare prescription drug program based on CMSõs 

experience in administering the program since its inception in 

2006. With a few exceptions, the regulations become effective on 

June 6, 2011.      

 

This Legislative Brief provides an overview of key provisions of the 

final Medicare prescription drug program regulations.    

 

Health Care Reform Changes  
 

Cost-Sharing Restrictions 

 

Effective for 2011, cost-sharing under Medicare Advantage plans is 

limited to the cost- sharing imposed under original Medicare for 

the following: chemotherapy administration services, renal dialysis 

services and skilled nursing care. The final regulations do not 

extend this cost-sharing restriction to additional services under 

Medicare Advantage plans, but note that CMS has the authority to 

designate additional services subject to the cost-sharing restriction 

in the future.  

 

In addition, effective for 2011, health care reform provides a free, 

annual wellness visit and personalized prevention plan services for 

original Medicare beneficiaries and eliminates cost-sharing for 

preventive services. The final regulations extend this mandate 

further by requiring Medicare Advantage plans to provide in-

network Medicare-covered preventive benefits without cost-

sharing, consistent with original Medicare. 

 

Annual Coordinated Election Period  

 

The final regulations codify health care reformõs change to the 

annual coordinated election period. Under health care reform, the 

annual coordinated election period changes to the period from 

Oct. 15 to Dec. 7, effective for the 2012 plan year. Group health 

plans ñ or entities that offer prescription drug coverage on a 

group basis to active and retired employees and to Medicare Part 

D eligible individuals ñ must provide a notice of creditable or non

-creditable prescription drug coverage prior to the annual 

coordinated election period each year. Thus, for the 2012 plan 

year, the creditable or non-creditable coverage notices are due by 

Oct. 14, 2011 .  

Medicare Prescription 

Drug Program  

 

Final Regulations Released  

Increased Premiums for High-Income Individuals 

 

Effective Jan. 1, 2011, high-income individuals are required to pay an 

income-related increase to their monthly Medicare Part D 

premiums, similar to the premium adjustment under the Medicare 

Part B program. High-income individuals are those with annual 

incomes of more than $85,000 for singles and $170,000 for married 

couples. The final regulations codify this change and provide 

technical details for administering the premium increase. 

 

Closing the Coverage Gap 

 

Health care reform gradually closes the gap that occurs in Medicare 

prescription drug coverage between the initial coverage limit and the 

out-of-pocket maximum (the òdonut holeó) by providing drug 

discounts and subsidies. Additional drug discounts and subsidies will 

be phased in to completely fill the coverage gap by 2020. Health care 

reform also reduces the growth in the annual out-of-pocket 

maximum from 2014 to 2019. The final regulations codify health care 

reformõs changes to close the coverage gap, and include technical 

guidance on implementing these changes. 

 

Other Changes  
In addition to the health care reform changes, the final regulations 

make changes to the Medicare prescription drug programõs system 

and operations. More specifically, the final regulations: 

 

Clarify various program participation requirements, such as 

prohibiting participation by Medicare Advantage 

organizations and Part D sponsors whose owners or 

directors served in a similar capacity with another 

organization that terminated its Medicare contract within 

the previous two years;  

Strengthen beneficiary protections, for example, by 

requiring Medicare Advantage organizations and Part D 

sponsors to translate key plan marketing materials into any 

primary language spoken by at least 5 percent of the 

population in a given service area and provide interpreters 

in customer call centers; and 

Strengthen Medicareõs ability to identify strong applicants 

for Medicare Parts C and D program participation and 

remove consistently poor performers by, for example, 

setting financial solvency requirements. 

 
For a copy of the final regulations, see:  

http://edocket.access.gpo.gov/2011/pdf/2011-8274.pdf 
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Risk  

Insights  

Did You Know?  
A lapse in your E&O 

coverage can cause you to 

be completely uninsured for 

past acts, which can destroy 

your business should you 

get sued down the road.  

Malpractice claims are more common than ever 

and affect more types of businesses than you may 

imagine.  While you may not be able to 

completely avoid this risk, there are things your 

can do to minimize it.  

 

1. Stay within your area of expertise : Make sure 

your staff knows what is acceptable "businessó for 

your company. 

2. Clearly outline expectations before work 

begins: Provide a  letter of engagement or proposal 

of services that outlines what services you will and 

will not provide.  Have your client sign the document 

to ensure that you both share an understanding of the 

work to be performed. 

3.  Document, Document, Document :  Make it 

standard practice for all of your staff to document 

every part of the process.  This should include 

conversations, emails, and other task that are related 

to the project. 

4. Purchase Appropriate Coverage : Make sure you 

have adequate professional liability coverage.  This 

can vary from industry to industry.  Consult a 

professional agent that can assist you in this process. 

Your Cobbs, Allen & Hall Risk Advisor can assist you 

with the coverage. 

The Occupational Safety and Health Administration 

recently published a new compliance assistance tool 

to help employers prevent fall-related injuries and 

deaths among residential construction workers. This 

new educational presentation* is located on OSHA's 

website. 

 

This slide presentation is one of many formats OSHA 

is using to reach out to the residential construction 

industry and provide information and assistance to 

employers in residential construction. In December 

2010, OSHA announced a new directive withdrawing 

a former interim directive that allowed residential 

builders to bypass fall protection requirements. Falls 

are the leading cause of death for workers involved in 
construction. 

 

The presentation describes safety methods for 

preventing injuries and deaths from falls, and explains 

techniques currently used by employers during 

various stages of construction.   You can obtain a 

copy of the presentation at  http://www.osha.gov or 

on Cobbs, Allen & Hallõs client portal. 

Minimize Your  

Losses 

OSHA: Fall Protection Training  
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