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Program Guidelines 
SW/WC Service Cooperative 

Health Cost Management Program 
 

Introduction 
The following guidelines have been established for the SW/WC Service Cooperative Health 
Cost Management Program. 
 
The intent of the SW/WC Service Cooperative Health Cost Management Program is to create 
a culture of health in the workplace, ultimately improving the overall health of all individuals.   
 
Major Objectives: To assist our insurance pool groups to: 

• Promote healthy lifestyle activities to reduce long-term health risks. 
• Create a culture of health within their organization. 
• Develop, implement and analyze group’s Wellness Plan. 

 
Service Cooperative’s Role: 

i. Assist groups with Creating a Culture of Health within their organization 
a. Work with group Wellness Coordinator to; 

i. Obtain ‘Commitment Letter’ from Administration 
ii. Establish a site wellness committee 

b. Assist in developing a vision statement, goals and priorities, and a wellness budget 
ii. Assist groups in developing and approving their wellness plan  
iii. Support during plan implementation  
iv. Assist groups in analyzing plan effectiveness 

a. Develop/assist measurement devices 
b. Interpreting results 
c. Make recommendations for improvement 

Wellness Committee Role: 
It is required that each Group forms a Wellness Committee to provide direction for the site-
based Health Cost Management Program planning and budgeting.  This committee should be 
comprised of: 

• Wellness Coordinator(s) 
• Representatives from all demographics within the group 

 
A ‘Group’ is defined as an entire employer group (i.e. school district), even though there may 
be multiple, geographically separated buildings. 
 
Other than health and wellness materials, it is not the intent of the Health Cost Management 
Program to cause financial gain related to wellness activities for an employee of the Group. 
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Health Cost Management Program Information 
 
 The Health Cost Management Program is funded by the school health insurance pool 

drug rebate dollars and is therefore only available to participant employer groups in that 
pool.  Blue Cross Blue Shield of Minnesota does not fund this program. 

 
 Reimbursement is contingent upon continued membership in the SW/WC Service 

Cooperative and its Health Insurance Pool.  If a group manifests intent to leave the 
SW/WC Service Cooperative or the Health Insurance Pool, the right for 
reimbursement for the Health Cost Management Program shall be limited.  

 
 Participation is strictly voluntary.   

 
 Each group’s budget should be designed to cover operational expenses of implementing 

a site-based Health Cost Management Program. 
 
 This project highly recommends the establishment of partnerships with local or area 

medical facilities/providers, other health insurance pool participating agencies and 
businesses whenever possible in an effort to promote cost efficiency.   

 
 This use of this funding is intended to help local sites carry out sustainable wellness 

programs.  Groups should be mindful of making policy, system, and environmental 
changes that will further promote the sustainability of creating a culture of health in the 
workplace. 

 
 Health Cost Management Program funding is intended to help local sites carry on their 

activities for their employees.  The amount per site is based on the number of BCBSM 
health insurance contracts as indicated from our insurance carrier on the renewal date 
(July 1).   

 
 Carryover of funds:  No funds can be carried over from one fiscal year to the next.  

Request for reimbursement of expenses must be made in the fiscal year the expense 
was incurred. 

 
 Sharing resources amongst Wellness Coordinators is very beneficial in the continued 

success of the Health Cost Management Program.  The Share Site provides information 
on what health other districts are offering for wellness programs, and serves as an 
environment that encourages networking and resource sharing.  Coordinators must 
agree to participate and to share their work plan with other Coordinators in order to 
participate in the Health Cost Management Program. 

 
 Funding is available only on a reimbursement basis – the expenditure is made and then a 

request for reimbursement form is submitted.  All requests for reimbursements 
must be submitted no later than May 6, 2016 – however, they can be 
submitted at any time prior to this date.   
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Health Cost Management Program Summary 

 
STEP 1 – School District completes and returns the following to Kari for 
Participation in the Health Cost Management Program prior to January 31, 2016 

• Health Cost Management Program Agreement (page 10) 
• Program Development Dollars Request form (if not received in previous year) (pages 

11-12)  
o Include Administration Support Statement/Board Approval 
o Designate Site Wellness Coordinator 
o Form Wellness Committee 
o Determine frequency of Wellness Committee Meetings 
o Contact information of Wellness Coordinator for Coordinator Share Site 

 
 
STEP 2 – Site Wellness Coordinator/Committee completes and returns the 
following to Kari for Program Approval prior to January 31, 2016 

• Site Wellness Committee develops program goals, description of all programs, and 
budget  

• Program Approval Request form (pages 13-15) 
o Detailed work plan of all proposed activities, incentives and screenings 
o Budget to reflect all expenses related to proposed activities, incentives and 

screenings 
o Acknowledge compliance with Incentives 

 
STEP 3  

• Site Wellness Committee administers program activities and screenings as outlined 
• Site Wellness Committee analyzes outcomes/results of the program 

 
STEP 4 – Site Wellness Coordinator/Committee completes and returns the 
following to Kari for Reimbursement to district prior to May 6, 2016   

• Request for Reimbursement of Program (pages 16-19) 
o Define participation and outcomes/results of each activity/screening offered in 

2015-16 
o Include proof of payment (invoices, receipts, etc.) for all activities, screenings, 

and incentives for Reimbursement 
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Group Program Activities, Screenings and 
Incentives 

Planning for Health Cost Management Program Activities should be determined by the interests 
and/or needs of the employees.  Character and the diversity of the employee work 
environment should be recognized. 
 
Activities eligible for Program Reimbursement should be available to all employees.  Typical 
examples would be (but are not limited to): 

• Wellness seminars/presentations  
• Health promotion resources 
• Health Fairs 
• Programming (i.e. healthy eating/exercise challenge) 
• Speakers which promote wellness and healthy lifestyles (i.e. registered dietician) 
• Exercise equipment for staff utilization 
• Local Wellness Coordinator stipend (a reasonable amount based on the number of 

employees involved and requirements of the position) 
 
Program incentives are not to exceed 20% of the total allocated annual program activity budget.  
Incentives should show a relationship to the Group Health Cost Management Program plan and 
may be used at the discretion of the Group.   

• Promote learning (i.e. seminar) 
• Encourage healthy lifestyle changes (i.e. weight management) 
• Encourage compliance with professional health advice (i.e. immunizations) 
• Encourage initiation and/or maintenance of healthy behaviors (i.e. aerobics, walking 

program) 
• Recognize individual and/or group accomplishments 
• Total amount budgeted for incentives* should not exceed 20% of the total allocated 

annual budget.  Proposed plan for the use of incentives needs to be submitted to the 
designated administrator(s) and/or governing board for review and approval. 

• Under law, cash or other “forms” of currency (i.e. Chamber dollars, Gift Cards, etc.) 
are considered taxable income to the employee and must be taxed, regardless of 
amount. 

 
*When incentivizing employees, it is the recommendation of the SW/WC Service Cooperative that the District 
contact their Tax Advisor regarding taxation legalities associated with incentives.  A memorandum on the taxation 
of wellness incentives is attached at the end of this document. 
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Screenings eligible for reimbursement should be available to (at minimum) all employees on the 
health plan.  Typical examples would be (but are not limited to): 

• Cholesterol, blood glucose, blood pressure/heart rate, body mass index/body 
composition, bone density, caloric resting metabolic rate, dermanalysis, ergonomics, 
hearing, vision, PSA, pulse oximetry, thyroid, vitamin D) 

 
*Mileage, Food/Beverage will not be reimbursed by the HCM Program. 
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Program Reimbursement Guidelines 
Group Annual Plan and Budget 

Group annual Health Cost Management programs and budgets should be planned out well in 
advance by the Wellness Committee.  When planning the year’s programs keep in mind that 
involvement of all employee groups (certified, non-certified, full-time, part-time, etc.) is 
encouraged to aide in the planning process. 
 
At the discretion of each Group, the annual Health Cost Management Program plan and budget 
should be submitted to the designated administrator(s) and/or governing board for review and 
approval, prior to January 31, 2016.  Budget line items should be within acceptable expenditure 
guidelines as used by the Group. 
 
The approved annual plan and budget must be submitted to Kari Bailey with a copy 
of the Wellness Committee minutes and/or an administrator’s certifying signature 
prior to January 31, 2016 in order to be reimbursed for program 
activities/screenings.  The approved, signed budget must be submitted in advance, 
before a Request for Reimbursement form is submitted.   
 

Local Wellness Coordinator Stipend 
Payment of a local wellness coordinator stipend is at the discretion of each Group.  If the 
Group does choose to pay a stipend, a variety of references may be used (i.e. coaching pay, 
after school activity directors, etc.) and should be reflective of the goals and activities of the 
program, as well as time expectations of the coordinator.  A stipend is intended to supplement, 
not supplant.  Wellness Coordinator hours must be documented and submitted with the 
Request for Reimbursement form.  Proper documentation and/or invoices must be 
included with Request for Reimbursement forms for Wellness Coordinator stipend.  
 

Example Year 1: 
Group ABC has 81 Health Insurance Contracts 

Group ABC receives $750 Program Development Dollars (based on 81 contracts) 
Group ABC receives $3240 Eligible Program Activity Reimbursement ($40/contract* x 81 contracts) 
Group ABC receives up to $3240 Eligible Screening Reimbursement ($40/contract* x 81 contracts) 

Group ABC’s total funding is $7230 
($750 Program Development Dollars + $3240 Program Activities + $3240 Screenings) 

 
Example Year 2: 

Group ABC is ineligible for Program Development Dollars (because they received funding in the 
previous year) 

Group ABC receives $3240 Eligible Program Activity Reimbursement ($40/contract* x 81 contracts) 
Group ABC receives $3240 Eligible Screening Reimbursement ($40/contract* x 81 contracts) 

Group ABC’s total funding is $6480 
*Pending the recommendation by the School Pool Advisory Committee in September 2015 
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Sample HCMP Budget 
This page provides a sample budget to give you ideas on how to lay out a working spreadsheet.  
You may use this format or create your own. 
 

Activity Vendor Amount Unit 
Cost 

Budget Comments/Location 

Screenings 

• Blood Glucose, 
Cholesterol, 
Blood Pressure 

• Body 
Composition 

• Vitamin D 
Screen 

 

Area Hospital 

 

Area Hospital 

Area Fitness Center 

 

80 

 

80 

80 

 

$25 

 

$5 

$10 

 

$2000 

 

$400 

$800 

 

School locations 

 

Weight Reduction 

• Registered 
Dietitian Speaker 

• Weight 
Management 
Program 

 

Area Hospital 

 
Weight Watchers 

 

2 

 
$50 
reimbursement 
for classes for 
20 staff 

 

$50 

 
$50 

 

$100 

 
$1000 

 

School locations 

 

School locations 

Wellness Education 

• Know your 
Numbers 
Seminar 

• Healthy Cooking 
Class 

• Supplies for 
Cooking Class  

 

Area Hospital 

 

Hy-Vee Dietitian 
 
Hy-Vee Food Stores 

 

2 

 

2 
 
2 

 

$50 

 

$100 
 
$50 
 

 

$100 

 

$200 
 
$100 
 

 

School locations 

 

School locations 

Wellness Activities 

• Walking 
Challenge 

• Stress 
Management 
Speaker 

• Sun Care 
Seminar 

• Sample 
Sunscreen for all 
employees 

 

 

Pedometer Vendor 

 

Local Mental Health 
Vendor 

 
Area Hospital 
Area Vendor 

 

80 

 

2 

 
1 
80 

 

$10 

 

$60 

 
$60 
$1 

 

$800 

 

$120 

 
$60 
$80 

 

School locations 

 

School locations 

 
 
School locations 
School locations 

Incentives*** 

• Water Bottles 
• Exercise DVD 
• Lunch 

Containers 

 

Local Vendor 
Target 
Amazon 

 

80 
12 
12 

 

$5 
$10 
$10 

 

$400 
$120 
$120 
 

Incentives*** 

• Water Bottles 
• Exercise DVD 
• Lunch Containers 

Total Budget    $6400  

 
*This illustration is based on a Group with 80 contracts (100 total employees) with a potential 
budget of $6400 (up to $40/Contract* Eligible Program Activity Reimbursement + 
$40/Contract* Eligible Screening Reimbursement). 

*Pending the recommendation by the School Pool Advisory Committee in September 2015 
*** Incentives may not exceed 20% of the total allocated annual program activity 
budget. 
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Health Cost Management Program 
 
The vision of the Service Cooperative’s Health Cost Management Program is to assist our 
groups in establishing and sustaining a wellness program that increases the overall health and 
wellbeing of their employees.  Overall goals of the program are:  healthier individuals with 
improved self-esteem and self-confidence; optimal performance at both work and home, and 
informed consumers with lower health plan utilization. 
 
The School Pool Advisory Committee provides input and recommendations regarding the 
Health Cost Management Program to the SW/WC Service Cooperative’s Department of Risk 
Management team.   
 
The day-to-day operations of the Health Cost Management Program are facilitated through Kari 
Bailey (Health Cost Management Coordinator). 
 
Local site activities and annual budgets are determined and coordinated by the Site Wellness 
Coordinator(s), the Site Wellness Committee, and the employees. 
 

Health Cost Management Program Agreement 
 
I, __________________________________ of ________________________________ 

Wellness Coordinator’s Name     School District 

 
have read the Health Cost Management Program Information and the Health Cost Management 
Program Guidelines as stated in the SW/WC Service Cooperative Health Cost Management 
Program Packet. 
 
I understand that an approved and signed Health Cost Management budget must be sent to the 
SW/WC Service Cooperative office prior to receiving reimbursements for wellness dollars 
spent by the school district. 
 
The member agrees to be bound to all terms of this agreement. 
 
 
______________________________  ________________________________ 
  Wellness Coordinator      Superintendent 

 
 
______________________________  ________________________________ 
  School District      Date 
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Program Development Dollars  
*only for Groups in their First Year of the HCM Program. 

If you received Program Development Dollars in years 2008-2015, you are ineligible to receive 
these dollars in subsequent years. 

 
 
Program Development Dollars are intended to assist groups in their first year of workplace 
wellness in developing a site-based program.  Groups may use these funds to purchase wellness 
memberships, attend conferences or trainings, or purchase journals/magazine subscriptions to 
assist with employee wellness education.   Program Development Dollars must be budgeted 
for.  When the Group completes a Request for Program Reimbursement form, expenditures 
related to Program Development Dollars must be listed and proof of payment included 
(receipts, invoices, copy of check, audit report, etc.). 
 
 

 
 
QUESTIONS? 
 
Please contact Kari Bailey at the: SW/WC Service Cooperative 
     1420 East College Drive 
     Marshall, MN  56258 
     507-537-2292 (Direct) 
     507-337-2964 (Fax) 
     kari.bailey@swsc.org 

 
 
 
 
 
 
 
 

# of Health Insurance Contracts Program Development 
Dollars* 

0-30 $250 
31-75 $500 
76-110 $750 
111-200 $1,000 
201 + $1,250 
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SCHOOL POOL 
Health Cost Management Program 

Program Development Dollars Request Form 
 
District Name________________________________________Date filed_____________ 
 
Designation of Wellness Coordinator 

• Wellness Coordinator contact information 
 
Name__________________________________________________________________ 
 
Phone number___________________________________________________________ 
 
Email address____________________________________________________________ 
 
Mailing address___________________________________________________________ 
 
 
Capture Administration Support 

• Provide written statement from administration (School Board or Superintendent) stating 
support for Site Health Cost Management Program (groups who participated last year do 
not need to provide statement; however, superintendent signature (page 10) is required. 
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SCHOOL POOL 
Health Cost Management Program 

Activity/Screening Work plan Approval Request Form 
Site Wellness Coordinator completes this form for the program(s) your group is requesting approval for 

 
District Name________________________________________________Date filed________________________________ 
 
Wellness Coordinator contact information: 
 
Name_____________________________________________________________________________________________ 
 
Phone number _______________________________  Email address____________________________________________ 
 
Mailing address______________________________________________________________________________________ 
 
Wellness Coordinator acknowledges compliance with taxation of incentives: 
 
 
  Wellness Coordinators Signature          Date 

Goal Program 
Title 

Description of 
Program/Activities 

entailed 

Timeline Partners/Vendors Budget Desired 
Outcome 
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Goal Program 
Title 

Description of 
Program/Activities 

entailed 

Timeline Partners/Vendors Budget Desired 
Outcome 
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Goal Program 
Title 

Description of 
Program/Activities 

entailed 

Timeline Partners/Vendors Budget Desired 
Outcome 
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**Changes to this form should be submitted to SW/WC Service Cooperative for review prior to requesting reimbursement** 
Attach above information and submit to:   Kari Bailey 
       SW/WC Service Cooperative 
       1420 East College Drive 
       Marshall, MN  56258 
       507- 537-2292 (Direct) 
       507-337-2964 (Fax) 
       kari.bailey@swsc.org 

 

Goal Program 
Title 

Description of 
Program/Activities 

entailed 

Timeline Partners/Vendors Budget Desired 
Outcome 

       

mailto:kari.bailey@swsc.org
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SCHOOL POOL 
Health Cost Management Program 

Activity/Screening Reimbursement Request Form 
Site Wellness Coordinator completes this form for the program(s) your group is requesting approval for 

 
District Name________________________________________________Date filed________________________________ 
 
Wellness Coordinator contact information: 
 
Name_____________________________________________________________________________________________ 
 
Phone number _______________________________  Email address____________________________________________ 
 
Mailing address______________________________________________________________________________________ 
 
*Program must be completed prior to filling out this form for reimbursement.   
**If there were changes to your Program Approval form an addendum to the Program Approval form should be submitted for 
review prior to requesting reimbursement.** 

Program Title Partners/Vendors Budget Requested 
Reimbursement 

Participation Outcome of 
Program 
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Program Title Partners/Vendors Budget Requested 
Reimbursement 

Participation Outcome of 
Program 
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Program Title Partners/Vendors Budget Requested 
Reimbursement 

Participation Outcome of 
Program 

      

      

      



 

20 
 

 
Total Reimbursement requested for Program Activities:  $_______________________________________________ 

(Maximum $40/Contract for Program Activities) 

 
 
Total Reimbursement requested for screenings:   $_______________________________________________ 

(Maximum up to $40/Contract for Screenings) 

 
Expenditures (reimbursement requested for this program) 

• Attach all expenses (invoices, receipts, etc.) directly related to Eligible Screenings and Program Activities that you are 
requesting reimbursement for. 

• Attach proof of payment (by the district for each expense, audit report, copy of check, etc.) for ALL expenses (Program 
Activities, Screenings, and Development Dollars if applicable) 

Attach above information and submit by May 6, 2016 to:   Kari Bailey 
           SW/WC Service Cooperative 
           1420 East College Drive 
           Marshall, MN  56258 
           507- 537-2292 (Direct) 
           507-337-2964 (Fax) 
           kari.bailey@swsc.org

Program Title Partners/Vendors Budget Requested 
Reimbursement 

Participation Outcome of 
Program 
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MEMORANDUM 

 

TO: Minnesota Service Cooperatives   

FROM: Mark J. Kinney 

DATE: June 26, 2015 

RE: Memorandum on taxation of wellness incentives 

Issue:  You asked me to summarize rules regarding the taxation of wellness program incentives   

Short Answer:  Generally, cash and property received from an employer are viewed as income 
and treated as wages for purposes of the Internal Revenue Code.  If an incentive is paid in a 
certain manner, however, it may be exempt.  

Analysis 

1. Incentives in Group Health Plans 
 

If incentives are tied to premiums, deductibles, or coinsurance, they will be subject to the rules 
governing taxation of group health plans (for example, an incentive in the form of a lower 
deductible is nontaxable under section 105 of the Code).1  Keep in mind that if an employee pays 
less in premiums, he or she will have a greater amount included in taxable gross income.   
 
2. Contributions to HSAs  
 
If health savings accounts (“HSAs”) are available to employees, a cash incentive may be 
contributed to the HSA on a pre-tax basis.  DOL guidance has clarified that, in most instances, 
HSA arrangements are not group health plans.2  And though the IRS has issued rules requiring 
“comparable contributions” to HSAs, those rules do not apply to contributions made through a 
cafeteria plan.3    

 

 

 

                                                 
1  See 26 U.S.C. § 105(b) (2006); 26 U.S.C. § 106 (2006).   
2  See, e.g., DOL Field Assistance Bulletin 2006-02 (Oct. 27, 2006); DOL Field Assistance Bulletin 2004-1 (Apr. 

7, 2004). 
3  See I.R.S. Notice 2004-50, Q&A 49, 2004-33 I.R.B. 196 (July 23, 2004).   
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3. Incentives Outside of Group Health Plans 
 
 
a. Prizes and Awards 

 
Prizes and awards are generally included in income.4  Therefore, unless the prize or award is a de 
minimis item (see small property items below), the prize or award should be included in the 
employee’s income.   

 
In a 2011 meeting of the American Bar Association on employee benefits, the IRS was asked to 
comment in writing on a wellness program where all participants received t-shirts with the 
employer’s logo, and some participants won prizes through a drawing such as a paid one-month 
membership in a health club or an evening at a hotel.5  Although the IRS’ comments are 
informal, they are instructive.   

 
According to the IRS, the t-shirts are a de minimis fringe benefit and need not be reported.  With 
regard to the larger prizes, however, the IRS determined that they are not a de minimis fringe 
benefit because the employer knows each employee who receives a prize and the cost of the 
prize.  Accordingly, the value of the larger prizes would be required to be included in wages.   
 
 
b. Cash or Gift Cards 

 
A payment of cash or cash equivalent such as a gift card is never considered a de minimis fringe 
benefit because it is never administratively impracticable to account for it.6  The IRS views a gift 
card as being cash, even if the gift card may be redeemed only at a single store.  Therefore, use 
of cash or a gift card as an incentive is not excludable from income and must be included in 
income (and wages) at face value. 
 
 
c. Small Property Items  

 
A de minimis fringe benefit is defined as “any property or service the value of which is. . . so 
small as to make accounting for it unreasonable or administratively impracticable.”7  In 
determining the amount of the value of the fringe benefit, the frequency with which the employer 
provides the fringe benefit to an individual employee must be taken into account.8  Although 
there is no bright-line test for this category, certain examples in the regulations focus on the 
amount of value of the fringe benefit and its customary nature.   

 
                                                 
4  26 U.S.C. § 74(a) (2006).   
5  See American Bar Association, Joint Committee on Employee Benefits, Informal Comments at Meeting with 

Department of Treasury and Internal Revenue Service, Q&A1 and 2 (May 6, 2011) (available at 
http://www.americanbar.org/content/dam/aba/events/employee_benefits/2011_irs_treasury_qas_final_1250608
2_4.authcheckdam.pdf). 

6  26 C.F.R. § 1.132-6(c).   
7  26 U.S.C. § 132(e)(1) (2006).   
8  26 C.F.R. § 1.132-6(b)(1).   

http://www.americanbar.org/content/dam/aba/events/employee_benefits/2011_irs_treasury_qas_final_12506082_4.authcheckdam.pdf
http://www.americanbar.org/content/dam/aba/events/employee_benefits/2011_irs_treasury_qas_final_12506082_4.authcheckdam.pdf
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Examples of de minimis fringe benefits include an occasional group meal, a traditional birthday, 
or holiday gift of property (but not of cash) “with a low market value” such as flowers, a book, 
or similar property.  Therefore, use of a small property item to provide an incentive may be 
excluded from income (and wages). 

 
In an IRS Private Letter Ruling, the IRS held that work-related articles of clothing and 
accessories emblazened with the employer’s logo, including t-shirts, polo shirts, sweaters, 
jackets, swimsuits, socks, sweatshirts, coats, pants, jeans, shorts, gloves, hats, fanny packs, belts, 
clip-on ties, and equipment bags, could be excluded from wages as a de minimis fringe 
benefit.9  Central to this ruling was the IRS’s determination, based on facts and circumstances 
specific to the taxpayer, that accounting for items was administratively impractical and 
burdensome.  The IRS pointed to the low value of the items, the fact that employer logos reduced 
their value, difficulty of the employer in accounting for the items, and a conract with the vendor 
that made it difficult to identify prices for individual items.   The ruling does not provide a 
blanket exemption of these gifts from taxation, becaue it is based on facts specific to the taxpayer 
that requested the ruling.     

 
 

d. Significant Property Items 
 

A payment of property items of substantial value is never considered a de minimis fringe benefit, 
but rather must be treated as wages.  Examples of property items include membership in an 
athletic club.10  Additional examples of property include:  
 

• Season tickets to sporting or theatrical events;  
• The commuting use of an employer-provided automobile or other vehicle more than one 

day a month;  
• Use of employer-owned or leased facilities (such as an apartment, hunting lodge, boat, 

etc.) for a weekend.11 
 
Therefore, provision of significant property items (including membership in an athletic or health 
club) as a wellness incentive is not excludable from income and must be included in income at 
fair market value. 
 
 
 
 
 
 
 
 
 
                                                 
9  See Priv. Ltr. Rul. 2010-05-014 (Oct. 28, 2009).  
10  26 C.F.R. § 1.132-6(e)(2). 
11  Id. 



 

24 
 

e. Fitbits and similar prizes 
 
There is not specific guidance on whether Fitbits, WII gaming systems, heart rate monitors, or 
exercise equipment is a significant property item or a de minimus fringe benefit.  But if the 
employer knows the price of these items and each individual who receives them, the IRS is likely 
to require that they be included in gross income.  If an individual receives such benefits from a 
third party vendor such as an insurance company, the IRS will treat them as received from the 
employer for income tax purposes.12 
 
 
4. Wages and Withholding 
 
If an incentive does not qualify for an exclusion from income, then it must be treated as income 
to the employee.  Because such income would be wages, they must be included on the 
employee’s Form W-2 and are also subject to withholding of employment taxes.  The regulations 
on taxable fringe benefits provide that a fringe benefit must be reported at its fair market value.13 

 
5. State Taxation of Incentives 

 
State taxation of incentives may vary from federal taxation.  Certain states, including South 
Dakota, do not tax income.14  Most states that do tax income follow the federal income tax law 
by basing their tax laws on the federal tax law. 

                                                 
12  See 26 C.F.R. § 1.61-21(a)(5) (“The provider of a fringe benefit is that person for whom the services are 

performed, regardless of whether that person actually provides the fringe benefit to the recipient.”).   
13  “Specifically, the fair market value of a fringe benefit is the amount that an individual would have to pay for the 

particular fringe benefit in an arm’s-length transaction.”  26 C.F.R. § 1.61-21(b)(2). 
14  These states are:  Alaska, Florida, Nevada, South Dakota, Texas, Washington, and Wyoming.   
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	The intent of the SW/WC Service Cooperative Health Cost Management Program is to create a culture of health in the workplace, ultimately improving the overall health of all individuals.
	Wellness Committee Role:
	It is required that each Group forms a Wellness Committee to provide direction for the site-based Health Cost Management Program planning and budgeting.  This committee should be comprised of:
	 Wellness Coordinator(s)
	 Representatives from all demographics within the group
	A ‘Group’ is defined as an entire employer group (i.e. school district), even though there may be multiple, geographically separated buildings.
	Other than health and wellness materials, it is not the intent of the Health Cost Management Program to cause financial gain related to wellness activities for an employee of the Group.
	 The Health Cost Management Program is funded by the school health insurance pool drug rebate dollars and is therefore only available to participant employer groups in that pool.  Blue Cross Blue Shield of Minnesota does not fund this program.
	 Reimbursement is contingent upon continued membership in the SW/WC Service Cooperative and its Health Insurance Pool.  If a group manifests intent to leave the SW/WC Service Cooperative or the Health Insurance Pool, the right for reimbursement for t...
	 Participation is strictly voluntary.
	 Each group’s budget should be designed to cover operational expenses of implementing a site-based Health Cost Management Program.
	 This project highly recommends the establishment of partnerships with local or area medical facilities/providers, other health insurance pool participating agencies and businesses whenever possible in an effort to promote cost efficiency.
	 This use of this funding is intended to help local sites carry out sustainable wellness programs.  Groups should be mindful of making policy, system, and environmental changes that will further promote the sustainability of creating a culture of hea...
	 Health Cost Management Program funding is intended to help local sites carry on their activities for their employees.  The amount per site is based on the number of BCBSM health insurance contracts as indicated from our insurance carrier on the rene...
	 Carryover of funds:  No funds can be carried over from one fiscal year to the next.  Request for reimbursement of expenses must be made in the fiscal year the expense was incurred.
	 Sharing resources amongst Wellness Coordinators is very beneficial in the continued success of the Health Cost Management Program.  The Share Site provides information on what health other districts are offering for wellness programs, and serves as ...
	 Funding is available only on a reimbursement basis – the expenditure is made and then a request for reimbursement form is submitted.  All requests for reimbursements must be submitted no later than May 6, 2016 – however, they can be submitted at any...
	STEP 1 – School District completes and returns the following to Kari for Participation in the Health Cost Management Program prior to January 31, 2016
	 Health Cost Management Program Agreement (page 10)
	 Program Development Dollars Request form (if not received in previous year) (pages 11-12)
	o Include Administration Support Statement/Board Approval
	o Designate Site Wellness Coordinator
	o Form Wellness Committee
	o Determine frequency of Wellness Committee Meetings
	STEP 2 – Site Wellness Coordinator/Committee completes and returns the following to Kari for Program Approval prior to January 31, 2016
	 Site Wellness Committee develops program goals, description of all programs, and budget
	 Program Approval Request form (pages 13-15)
	o Detailed work plan of all proposed activities, incentives and screenings
	o Budget to reflect all expenses related to proposed activities, incentives and screenings
	STEP 3
	 Site Wellness Committee administers program activities and screenings as outlined
	 Site Wellness Committee analyzes outcomes/results of the program
	STEP 4 – Site Wellness Coordinator/Committee completes and returns the following to Kari for Reimbursement to district prior to May 6, 2016
	 Request for Reimbursement of Program (pages 16-19)
	o Include proof of payment (invoices, receipts, etc.) for all activities, screenings, and incentives for Reimbursement
	Group Program Activities, Screenings and Incentives
	Planning for Health Cost Management Program Activities should be determined by the interests and/or needs of the employees.  Character and the diversity of the employee work environment should be recognized.
	Activities eligible for Program Reimbursement should be available to all employees.  Typical examples would be (but are not limited to):
	 Wellness seminars/presentations
	 Health promotion resources
	 Health Fairs
	 Programming (i.e. healthy eating/exercise challenge)
	 Speakers which promote wellness and healthy lifestyles (i.e. registered dietician)
	 Exercise equipment for staff utilization
	 Local Wellness Coordinator stipend (a reasonable amount based on the number of employees involved and requirements of the position)
	Program incentives are not to exceed 20% of the total allocated annual program activity budget.  Incentives should show a relationship to the Group Health Cost Management Program plan and may be used at the discretion of the Group.
	 Promote learning (i.e. seminar)
	 Encourage healthy lifestyle changes (i.e. weight management)
	 Encourage compliance with professional health advice (i.e. immunizations)
	 Encourage initiation and/or maintenance of healthy behaviors (i.e. aerobics, walking program)
	 Recognize individual and/or group accomplishments
	 Total amount budgeted for incentives* should not exceed 20% of the total allocated annual budget.  Proposed plan for the use of incentives needs to be submitted to the designated administrator(s) and/or governing board for review and approval.
	 Under law, cash or other “forms” of currency (i.e. Chamber dollars, Gift Cards, etc.) are considered taxable income to the employee and must be taxed, regardless of amount.
	Screenings eligible for reimbursement should be available to (at minimum) all employees on the health plan.  Typical examples would be (but are not limited to):
	 Cholesterol, blood glucose, blood pressure/heart rate, body mass index/body composition, bone density, caloric resting metabolic rate, dermanalysis, ergonomics, hearing, vision, PSA, pulse oximetry, thyroid, vitamin D)
	Group Annual Plan and Budget
	Group annual Health Cost Management programs and budgets should be planned out well in advance by the Wellness Committee.  When planning the year’s programs keep in mind that involvement of all employee groups (certified, non-certified, full-time, par...
	At the discretion of each Group, the annual Health Cost Management Program plan and budget should be submitted to the designated administrator(s) and/or governing board for review and approval, prior to January 31, 2016.  Budget line items should be w...
	The approved annual plan and budget must be submitted to Kari Bailey with a copy of the Wellness Committee minutes and/or an administrator’s certifying signature prior to January 31, 2016 in order to be reimbursed for program activities/screenings.  T...
	Local Wellness Coordinator Stipend
	Payment of a local wellness coordinator stipend is at the discretion of each Group.  If the Group does choose to pay a stipend, a variety of references may be used (i.e. coaching pay, after school activity directors, etc.) and should be reflective of ...
	Example Year 1:
	Group ABC has 81 Health Insurance Contracts
	Group ABC receives $750 Program Development Dollars (based on 81 contracts)
	Group ABC receives up to $3240 Eligible Screening Reimbursement ($40/contract* x 81 contracts)
	Group ABC’s total funding is $7230
	($750 Program Development Dollars + $3240 Program Activities + $3240 Screenings)
	Sample HCMP Budget
	This page provides a sample budget to give you ideas on how to lay out a working spreadsheet.  You may use this format or create your own.
	*This illustration is based on a Group with 80 contracts (100 total employees) with a potential budget of $6400 (up to $40/Contract* Eligible Program Activity Reimbursement + $40/Contract* Eligible Screening Reimbursement).
	Health Cost Management Program
	The vision of the Service Cooperative’s Health Cost Management Program is to assist our groups in establishing and sustaining a wellness program that increases the overall health and wellbeing of their employees.  Overall goals of the program are:  he...
	The School Pool Advisory Committee provides input and recommendations regarding the Health Cost Management Program to the SW/WC Service Cooperative’s Department of Risk Management team.
	The day-to-day operations of the Health Cost Management Program are facilitated through Kari Bailey (Health Cost Management Coordinator).
	Local site activities and annual budgets are determined and coordinated by the Site Wellness Coordinator(s), the Site Wellness Committee, and the employees.
	Health Cost Management Program Agreement
	I, __________________________________ of ________________________________
	Wellness Coordinator’s Name     School District
	have read the Health Cost Management Program Information and the Health Cost Management Program Guidelines as stated in the SW/WC Service Cooperative Health Cost Management Program Packet.
	I understand that an approved and signed Health Cost Management budget must be sent to the SW/WC Service Cooperative office prior to receiving reimbursements for wellness dollars spent by the school district.
	The member agrees to be bound to all terms of this agreement.
	Wellness Coordinator      Superintendent
	School District      Date
	Program Development Dollars
	Program Development Dollars are intended to assist groups in their first year of workplace wellness in developing a site-based program.  Groups may use these funds to purchase wellness memberships, attend conferences or trainings, or purchase journals...
	Please contact Kari Bailey at the: SW/WC Service Cooperative
	1420 East College Drive
	Marshall, MN  56258
	507-537-2292 (Direct)
	507-337-2964 (Fax)
	kari.bailey@swsc.org
	SCHOOL POOL
	Health Cost Management Program
	Program Development Dollars Request Form
	District Name________________________________________Date filed_____________
	Designation of Wellness Coordinator
	 Wellness Coordinator contact information
	Name__________________________________________________________________
	Phone number___________________________________________________________
	Email address____________________________________________________________
	Capture Administration Support
	 Provide written statement from administration (School Board or Superintendent) stating support for Site Health Cost Management Program (groups who participated last year do not need to provide statement; however, superintendent signature (page 10) i...
	SCHOOL POOL
	Health Cost Management Program
	Activity/Screening Work plan Approval Request Form
	Site Wellness Coordinator completes this form for the program(s) your group is requesting approval for
	District Name________________________________________________Date filed________________________________
	Wellness Coordinator contact information:
	Name_____________________________________________________________________________________________
	Phone number _______________________________  Email address____________________________________________
	**Changes to this form should be submitted to SW/WC Service Cooperative for review prior to requesting reimbursement**
	Attach above information and submit to:   Kari Bailey
	SW/WC Service Cooperative
	1420 East College Drive
	Marshall, MN  56258
	507- 537-2292 (Direct)
	507-337-2964 (Fax)
	kari.bailey@swsc.org
	SCHOOL POOL
	Health Cost Management Program
	Activity/Screening Reimbursement Request Form
	Site Wellness Coordinator completes this form for the program(s) your group is requesting approval for
	District Name________________________________________________Date filed________________________________
	Wellness Coordinator contact information:
	Name_____________________________________________________________________________________________
	Phone number _______________________________  Email address____________________________________________
	*Program must be completed prior to filling out this form for reimbursement.
	Total Reimbursement requested for Program Activities:  $_______________________________________________
	(Maximum $40/Contract for Program Activities)
	Total Reimbursement requested for screenings:   $_______________________________________________
	(Maximum up to $40/Contract for Screenings)
	Expenditures (reimbursement requested for this program)
	 Attach all expenses (invoices, receipts, etc.) directly related to Eligible Screenings and Program Activities that you are requesting reimbursement for.
	 Attach proof of payment (by the district for each expense, audit report, copy of check, etc.) for ALL expenses (Program Activities, Screenings, and Development Dollars if applicable)
	Attach above information and submit by May 6, 2016 to:   Kari Bailey
	SW/WC Service Cooperative
	1420 East College Drive
	Marshall, MN  56258
	507- 537-2292 (Direct)
	507-337-2964 (Fax)
	kari.bailey@swsc.org
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