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Highly Compensated Employee (HCE) Key Testing Adjustment Form

By using this form, the employer reports adjustments on HCE and key employee cafeteria plan elections required to meet cafeteria plan non-
discrimination testing requirements.

All fields are required for this form to be properly processed.
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Please return page 1 of this completed form to employerservices@discoverybenefits.com. The instruction portion (page 2 and 3) does not need to be
returned.

| certify, as a representative of the employer, that the above adjustments have been approved by the employer and all affected employees have been
notified of the necessary changes.

Print Name Job Title

Employer Signature Date

simplify.

FSA « HSA < HRA » COBRA - Transportation



mailto:employerservices@discoverybenefits.com

www.DiscoveryBenefits.com

/'\ Phone: 877-765-8810 « Fax: 877-266-3998
PO Box 869 + Fargo, ND 58107-0869

Discovery BeneﬁtsQb employerservices@discoverybenefits.com

Failure of the Section 125 25% Key Employee Concentration Testing

The Concentration Testing process incorporates all three aspects of the flex plan; the Medical FSA (MSA),
Dependent Care FSA (DCA) and pre-taxed insured benefits. To bring the plan into compliance, you will need to
reduce the pre-tax benefits of your key employees. This can be accomplished by reducing any of the three
plans listed. Most employers find it easier to start with the reduction of the pre-taxed insured benefits. Please
note, the key employee does not have to drop the coverage, but will need to pay for the insured benefit on a
post-tax basis. The suggested amount needed to bring the plan into compliance is listed in your email
communication. Please send an updated testing template with the premium column amounts adjusted. Once
received, we will have the plan re-tested and forward the results to you. We always recommend working with

your tax consultant before any adjustments are completed.

Failure of the Section 129 55% Average Benefits Test (DCA)

The 55% Average Benefits Test compares the non-highly compensated employees’ (NHCE) DCA elections to
the highly compensated employees’ (HCE) elections. To bring this plan into compliance you will need to reduce
the DCA election amounts of your HCE(s). The suggested adjustment amount needed to bring the plan into
compliance is listed in your email communication. We always recommend working with your tax consultant

before any adjustments are completed.

Adjustments should be made to the affected employee’s payroll if they have been reimbursed more than the

suggested new DCA election, and/or if the employee has contributed more than the suggested new election.
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