


Overview

. Signed March 23, 2010
. Effectlve 711111 (assumlng 7/1 6/30) plan year:
. Health Insurance Changes
| " New Emplog;_-;eﬁr (“ER”) .bllga’uons
-Other Refor}¢>1~a;s,.f'E,}% ectlve Ietween 2011 -2018

'Does 391 fa'fp'p'l-.y- to stand :a-;lone de:nﬁtal and vision plans
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Breaks for Nursing Mothers:

New Federal Law: ERs must provide nursing mothers up to 1 year after

birth, a reasonable breakto express breast milk. ERs must provide a

private place, other than a bathroom ERs with less than 50 EEs are

~ exempted if complymg would cause S|gn|f|cant difficulty or expense. ER is

| not requnred to pay the EE for the break t|me
‘.,Mame andi;'_V*: al re ,;’,;;;thas thns Iaw nght eXIsts for up to 3 years, no

-exemp’uon for small ERs

| _New:‘H-am psih%lsre-: No_:flaw;.d.larec:tlyﬂ addressmg this

ety

1P: Mame and VT _c -‘:'f"tih"-:.S_.;t‘*te__-law_;jN—H_comply_w'i-th Federal law



January 1, 2011

OTC Medication: Effective 1/1/11 cannot reimburse EE's
"fqr over the counter medications through an FSA unless they

obtain a prescription

~+ What is an FSA?

= What is a cafeteria plan?

__7_18 Amend your FSA to reflect the change to OTC
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July 1, 2011

*Health Insurance is required to change effective
| 711111 (assumlng health lnsurance plan year runs 7/1 —
'_6/30) " T |

| @Most of the burden faIIs on the msurance company,
_-but ERs W|II ha;ffi_'-;e-' new responsrblhtles |

| @Some changes llo not apply to" grandfathered health
plans” -




July, 1 2011

__Non-Grandfathered Health Plans (Most Schools)

1)Effective 7[1I11 Health msurance is Required to Change:
~+No lifetime limits o .
- No “restrictive” annual limits
-+ No cancellations of coverage (except fraud, nonpayment)
Ce ‘Can t exclude children under 19 based upon pre- exnstmg conditions
“--(2014 no such exclusions to any partnmpant)
= **Free access to preventatlve services (blood/cholesterol tests, many
cancer. screenmgs routlne vaccinations, routine child check-ups, certain
- counseling services)
- ***Allow individuals to choose pediatnman or OB/GYN as PCP
o ***Allow certain ser\nces w/o referrals

eraiaa——"

1P: J-u‘st_be ;awafr.e th&aﬁt“heazl?thf i,n_-suran__c.e policies must change
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July, 1 2011

___Non-Grandfathered Health Plans (Most Schools) _

2) ER Admin Responsibilities
. **The Adult Children Rule
0 ***nghly Compensated Employee Rule

***dlfferent rule for grandfathered health plans
(dlscussed Iater)

" Wtee new responSIbllltles
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July 1, 2011

Non-Grandfathered Health Flans

e e
IR IR PR,

Major ER Responsibility #1: Adult Children

- Rule: Beginning 7/1/11, if you offer dependent coverage, must offer to.
cover adult children until age 26, even if other coverage available

« Irrelevant whether child lives w/ parents, is a dependent on
parents’ tax return, or is a student
> You cannot require parents to pay more for adult children than

minor children
»  You do not have to cover spouse/adult child’s children
- At age 26, health plan has 2 choices:
1) End adult child’s coverage, OR
?2) Continue coverage but taxable benefit the following Jan. 1

SR e Toeo - Slide 8



July 1, 2011

Non-Grandfathered Health Plans

Major ER Responsibility #1: Adult Children (Continued)

- TIP #1: Include adult child DOL mode! notice (www.dol.gov) w/ open
enrollment by June 1, 2011

o TIP#2:

Example: My EE’s child turns 26 on October 1, 2011, what happens?

Answer: There are two possibilities:
(1) Health plan will require dropping coverage at age 26; or
(2) Health plan will allow coverage to continue, but EE
taxed on child’s health benefit beginning January 1, 2012
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July 1, 2011

Non-Grandathered Health Plans

Major Responsubllltv #2: h|ghly compensated employees (“HCE”)

Enforoemefnt Suspended Pendinq Additional Requlations!

Y
@ _Orlqmal Rule HCE s cannot be charged less for health insurance thanw}&'
other full-’ume employees (|f you give health insurance benefit to a \P \ .\ ﬂ
_'Supenntendent you must also gwe it to all other full-time EE’s) Y
. -IE School cannot pay 100% for Superintendent, but 80% for staff ?f’ |
. HCE among the h:ghest pald 25% of EE’s of the partlcular school

. Supenntendents Business Managers, Special Ed Directors,
| Prmmpal Vlce PrmCIpaI

orcement Suspended)



2011

Non-Grandfathered Health Plans

4K

Major Responsibility #2: HCE (Continued)

- TIP #1: Enforcement suspended pending federal regulations. Unlikely
schools will have to comply during 7/1/11 — 6/30/12 school year

- TIP #2: This rule may go away or may be limited. IRS is considering:
iy Exempting health insurance;
i) Changing definition HCE to $110,000
iii) Exempting HCE’s who pay income tax no health insurance

- TIP #3: If the rule applies to schools, school has 2 choices:
(1) Increase non-HCE health benefit to match HCE health benefit, or
(2) Decrease HCE health benefit to match non-HCE health benefit
 >make up for lost health benefit w/ salary or 403(b)?
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2011

Non-Grandfathered Health Plans

Major Responsibility #2: HCE (Continued)

Example: Historically School District X pays for 100% of
Superintendent’s health insurance cost, 85% of Business Manager,
50% full-time support staff

Original Highly Compensated Rule: HCE cannot be charged less
for health insurance than other full-time EE's

Original Rule Means You have 2 Choices:

i) Lower Superintendent and Business Manager to 50%, or

i) Raise full-time support staff to at least what Superintendent,
Business Manager and other HCE's get

SR P TR D e Slide 12



S_gnlflcance Some of the new rules do not apply

-What is a »',F Plan’? laSIcaIIy, health plan Wthh

(a)In effect on March 23 2010 (date laws passed) and

(b) **Is not amended or modlfned in the future in way which
‘causes lt fo Iose GF 'status

o sldets



g The followmq rulss do N.T aDDIv to grandfathered health plans:

;No dISCI”Im;‘I;_I_’]atIOH |n favor of HCE

"another Es olan. |
. Cover 100% of the cost of certam preventative care

| (screemngshmmumza‘uon)
> Allow individuals to choose pedlatr|0|an or OB/GYN as . PCP

~»  Allow certam ser\ncss w/o referrals

» Appeals Process
-+ Other Reportmg Requnrements in 2012 2014 and beyond
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2011

Srandfathered Health Flans

Grandfathered Plans Stlll Need to Comply w/:

8

: ]

No lifetime limits -

No “restrictive” annual limits
No cancellatlons of coverage (except fraud, nonpayment)
Can t exclude children under 19 based upon pre-existing
conditions. (2014 no such exclusions to any participant)
Adult Chlldren until age 26 only if not ellglble under
.another ER’s [ plan o

> Note: Muoh .fewer requirements (Cost Savings?)




2011

Grandfathered Health Plans

How does a school determine if its health plan is
grandfathered? |

-Each school will have to examine it's pairt:icu lar health plans

+ Special rules for EE’s covered under a collective
~ bargaining agreement '

- Call your health insurance issuer

. Be very carefulwhen .ch'-an‘-giing terms of health plan .........
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2011

Grandfathered Health Plans

To Maintain Grandfathered Status, for 7/1/11 Plan You Cannot:

**Decrease Employer Contribution Rate by more than 5%;
Ex: if paying 70% of cost of family plan in 2010, must pay at least 65% in
«Elimination of benefits fOr necessary element o diagnose or treat a condition,

“Ex: if the treatment depression is drugs and counseling. For new
health plan year,health plan eliminates benefit for counseling.

-Any Increase in EE Co-insurance %;

| Ex: In 2010?2_011, E'-E’s._.we;re_reqUiréd to pay 20% co-insurance for
- inpatient surgery, but new plan calls for 21% EE contribution

~ Slide 17



2011

Grandfathered Health Plans

To sMa-in'tain _G-ra-n.dfa:-thered- Status, for 7/1/11 Plan You Cannot:

-Certam Increases m Co-Pays increase exceeding greater of (1) $5 or (2)
15% Ius medlcal mﬂat;on

-Certam Increase inD leductlbles or Out—of-Pocket Limits: deductlble/out of pocket
xmax1mum as of March 23 2010 is mcreased by more than “medical inflation” plus
5% o | |

-Ceﬂam Changes to Overall Annual Limits of lenef:ts This rule is very technical but
GF can be blow if either: (1; plan never had an annual limit on coverage benefits, but
now imposes one'o"'(2) plan'h'ad an annual limit on coverage benefits and plan now
"Iowers these annual I|m|ts B -
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2010 and 2011 RECAP

1)New Nursing Mother’s Rule
| 2)Health -Insrura'_nc-e Changes '

'3) New Adult _'7*--_--<h..|:Idren Rule (Use DOL model notice for
| open enrollment) -

‘ 4) HCE —'emporanly -uspended







2012

2) Form W-2: IVlust report the cost of health insurance
coverage |

Ru Ie dQe-s-:_;_-:,ngot;_,_;:__._:;; ;.:f,ean-‘the cost of health insu rance is



2012

3) Reporting Requirements:
e “Q‘ue'l'ity'of Ca-re R’eborts to HHS (uniless you are grandfathered)

. 'Summary of leneflts to EE’s based on HHS standards by March 23,
f_;2012 o

> TIP Insurance Prowders should take care of this -

4) Automatlc Enroll';ﬂfaﬂjent

° Effectlve date has not yet been released (expected 2014)777

® Rule ER’s w/ 200 or more fulI t|me EEs and offers one or more health
plans N SR . -
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5) Volunta;;;-_;j_\. Federally Adm|n|stered Long-Term
- Lare Pr""'"-;ér_am (“CLASS / fiéi'fif-?t-”) | |
i) ER’s are not requured to offee-'r'enrollment to EE S (|ts

ophonaD L e

u) Regulatlons are due from HHS by October of 2012




2013

1) FSA: $2,500 cap on salary reduction contributions
toa health FSA

' > : Tip: In 2013 T“i_-:o_u_ will need to amend your
cafetena plan to reflect the change |

2) Notice: Notlf;ff? ell e»_ployees of existence of State
Exchanges by March1, 2013

R Slld624



2014

Employe_r Provisions

| -.?Exchanqes ER w/ up | to 100 EEs will be able to purchase health insurance through
-a state exchange | - | ,_

".::Free Chonce Vouchers REPEALED'

-"5‘Federal Subs:dy tc quahfymg mdnwduals tc purchase insurance on the Exchange

_:-Emplover “Pav or Pla'- -i.’_’;f-Pe_na'lt"”'__e for quahfymg employers (50 or more FTE)

~«  Penalty #1: ER fails to offer health insurance

« Penalty #2: ER“"ffers un.a’ffcrdable (exceeds 9.5% family income) or low
 value (GO% of covered ccsts)
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2014

Penalty #1

Questlon #1 -..f__'_'_?--h_at is penalty if | don’t offer any
| health msura’f_?:-"ff:-f-...e" (e g Penalty #1)’?

_}Answer $2 Ol. f}-e per FE- per year over 30 FTEs

IE: 100 -}; E s ten penalty |s $1 40,000 (or 70

S0 side2s



2014

Penalty #2
~ Question #2: What is the penalty if | offer health insurance, but it is either

~ “unaffordable” (exceeds 9.5% famlly income) OR low value (does not cover 60%
of covered costs) (Penalty #2)

'_A____m;@'_” untF’enalty|s thelesser of:

and (u)'ir celve'f:f_ a governmént subs:dy

TIP ER w1l| be notlﬁed |f EE recelvmg subsndy

"'ﬁ.*ount of _.:penalty may be

ewes



2014

Tip on Penalty#2: No penalties for following

i) EEs who choose not to purchase insurance; -
i) EEs who choose to purchase the employer-provided coverage, or
f_—any;_other coverage ‘besides the exchange
“-?.m) =Es who do not puﬁrchase insurance on the exchange because they
h f~coverag- from a spouse's pollcy or parent's policy;
urchase insurance on the exchange because they
are or Medicaid;
-fhrd insurance on the exchange, even with the

_]m_llly' |hcome exceeds four times the poverty level
0?“ for a smgle employee and approximately

premlumlsless than 9.5% of



LATER YEARS

2017 - State Exchanges: States may allow large ERs (more
| than 100 EEs) -to_ent—_er State Exchanges-.

-_2018 Tax on. Cadlllac Health Plans: 40% non-deductible
j*ExCISe Tax for very expenswe health insurance plans (tax on
- excess of cost over $10 200 mdmduals $27,500 families plus
__Jnﬂanon) - |

-"|) Tax is on msurer (unless self—funded plan)
B 'n) Insurance company probably passes along to EE with hlgher
_premlums

L slde29.



TAKE AWAY POINTS

1) 'Maj-or Health reforms become effective 7/1/2011
3) M—a-ny' changes to benefits required under health insurance
3) Major Employer Requrrements effective 7/1/2011:
" Adult Children (are you grandfathered)
“HCE Employees (are you grandfathered)
- 4) 2013 $2500 cap on FSA contrrbutlons
.5) 2014 “Play or Pay Penaltres

No insurance at all (potentially large penaity)
“Unaffordable msurance) potentially smaller penalty

41; cstevenson@dwrlaw.com
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Under IRS C:rcular 230 we are reqwred to mform you that any statements
in this commumcatlon regardmg tax matters are not intended or written by
s to be used, and may not be used by any recipient ofthis
‘communication, _ror the purpose of avoiding penaities that the Internal
Revenue Service may seek to impose. The Internal Revenue Service has
issued requ:rements regardmg the formality and level of detail required in
is to be re d upon to avo:d penaltles this communication

~ does not me




