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Plan design changes/mandates

Individuals must 
have minimum 
levels of coverage
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The Basic Construct
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Employers must offer FTEs a minimum level 
of coverage, at an affordable cost, or risk 
penalties if FTE goes to an Exchange
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Phase I: Plan Design Changes
×Grandfathered plans

2011
-14

Phase II: Employee and Employer 
Obligations; Insurance Exchanges
×ñMinimum Essential Coverageò
×Qualifying and Affordable Coverage

2014
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Phase III: Cadillac Tax 2018
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Phase I: Plan Design, 
Administration, and 
Reporting and Disclosure 
Changes (2011 -14)
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Plan Design Changes

Annual Dollar Limits Prohibited 
on ñEssential Health Benefits.ò
× Treatment limits? 
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What Plans?  (Who the sponsor 
is really does matter)é

ÅHealth FSAs? 
ÅDental and vision?
ÅRetiree-only?
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Plan Design Changes

Lifetime Dollar Limits 
Prohibited on ñEssential 
Health Benefits.ò

PYs after 
09/23/10

2011
-14

Annual Dollar Limits Prohibited 
on ñEssential Health Benefits.ò
× Treatment limits? 

8

Effect on Stop -Loss Coverage
Mini -Med Coverage (Waivers)
Retiree -Only Plans 

LOSS
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Plan Design Changes

ñEssential Health Benefitsò

ïIn/outpatient services

ïEmergency services

ïMaternity, newborn, 
and pediatric care 

ïMental health/substance 
abuse care

ïRx and laboratory services

ïRehabilitative care

ïPrevention, wellness, and disease management

ïPediatric dental and vision
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Plan Design Changes

ñEssential Health Benefitsò

ïOther Stuff?

× DME

× Infertility treatment

× Chiropractic care

× Etc.
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Plan Design Changes

Coverage of Children to 
Age 26

ïStudent, marital, 
dependency status

ïWhat kids?

ïSpouse and children?

ïTaxability

ï30-day enrollment window

ïNotice

ïNo surcharge

ïOffers of other employer-
based coverage

PYs after 
09/23/10

11



HEALTH REFORM ADVISORY PRACTICE

Plan Design Changes

Ban on Pre -Existing 
Condition Restrictions

Children 
under 19

PYs after 
09/23/10

Everybody

2014
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Plan Design Changes

Grandfather Clause
Coverage in which an individual was 

enrolled on 03/23/10
What provisions?  
Look for the 
ñGrandfatherò icon
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ÅWhatôs it all about?

ÅWhat can cause a loss of 

ñgrandfatheredò status?

ÅWhat does loss of status cost?

ÅPenalties for violating new 

mandates ($100/day/violation)
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¶ Changing insurers (but not TPAs); feds rethinking?

¶ Any increase in cost sharing expressed as a %

¶ Elimination or substantial elimination of a benefit

¶ Changes in fixed-dollar copays > inflation + $5 or 15%

¶ Changes in fixed-dollar cost sharing > inflation +15%

¶+5% increase in participantôs share of plan cost

¶ Collectively bargained plans are included
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Saying goodbye to grandfatheré.

The Basic Construct: Short-Term
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Plan Design Changes

Other Key Changes

ïNondiscrimination for fully insured plans

ï100% coverage of preventive care (ñAò & ñBò 
categories by US Preventive Services Task Force; 
immunizations, pediatric preventive care/screens

ïTreat OON ER care as in-network

ïNo referral necessary for Ob/Gyn

ïOther odds and ends

PYs after 
09/23/10
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Plan Design Changes

Restriction on 
Health FSA 
Benefits

×$2,500 
ïIndexed for inflation

2013

FSAs and HRAs may not 

reimburse Rx that is not 

prescribed (insulin is OK)

2011
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Plan Design Changes

Restriction on Waiting Periods
ï90 days

2014
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Plan Design Changes

Wellness Program Changes

ïMaximum incentive bumped to 30% of total 
cost of coverage; HHS could bump to 50% 
via regulations

ïNo more self-insured governmental plan opt-
out from HIPAA nondiscrimination rules

2014
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Plan Administration

New Appeal Requirements      

ïBoth internal and external  
review

ïGAME CHANGER for 
governmental plans

PYs after 
09/23/10
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No Retroactive Coverage Rescission

ïPlans cannot retroactively cancel
health coverage unless there is fraud

PYs after 
09/23/10
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Plan Administration

CLASS Act 
(ñCommunity Living Assistance Services and Supportsò)

2011
Government-sponsored voluntary, 
long-term care program for 
employees
ïCoverage purchased with EE 

after-tax payroll contributions
ïMinimum benefit of $50/day
ïEmployer obligations?
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Plan Administration

Break Time for Nursing 
Mothers

ïUnder FLSA, employers 
must provide 
ñreasonable break time for 
nursing mothersò and a 
location free from intrusion

ïFederal rule is a floor; state 
law can provide greater
protections

ïRecent DOL guidance

NOW
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Plan Administration

Automatic Enrollment

ïEmployers with +200 
FTEs must automatically 
enroll/re-enroll eligible 
employees into 
employerôs health plan

ïEmployees may opt out

ïEffective date unclear; 
may apply upon 
issuance of regulations 
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Reporting of Health Plan Values on Form W -2

ïEmployers must report aggregate value (i.e., 
COBRA value) of health, but not:

×HSA contributions

×Employee pretax contributions to FSAs

×Most (insured?) dental and vision coverage

ïRetirees?

ïCOBRA beneficiaries?

2011

Reporting and Disclosure
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Reporting and Disclosure

New Four -Page Plan Summaries

ïInclude information on eligibility, benefits, 
exclusions, cost-sharing, and more

ïSupplied at enrollment/re-enrollment

ïSupplied electronically, or on paper

ïñCulturally and linguistically appropriateò

Penalty:  $1,000/violation
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2012
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Reporting and Disclosure

Accelerated Due Date for 
Summaries of Plan Changes

ïApply to traditional summaries, or only to the new 
4-page summaries?

×The latter arenôt due until 2012

ï60 days prior to effective date of material changes

ïñMaterialò

Penalty:  $1,000/violation
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Reporting & Disclosure

Notices Re: Exchange -Based Cvg 

ïDisclosure to EEs re coverage in the 
Exchanges, contact info for & subsidies in 
the Exchanges

Report of Minimum Essential Cvg

ïAllows govt & individuals to know who has 
ñminimum essential coverageò

Report of Qualifying & Affordable Cvg

ïAllows govt to know whether employer has 
offered ñqualifying and affordableò coverage 
to FTEs
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2013

2014

2014
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Phase II: Employer and 
Employee Obligations; 
Insurance Exchanges 
(2014)
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Provisions Affecting Employers

What Triggers the Surcharge?

ïEmployer fails to offer ñqualifyingò 
coverage . . .

ïAt an ñaffordableò cost . . .

ïTo a real FTE whose household 
income qualifies him/her for 
subsidies in the new Insurance 
Exchanges, and . . .

ïThe FTE actually obtains subsidized 
coverage in an Exchange (and is not 
enrolled in any employer-provided 
coverage)
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Provisions Affecting Employers

What is ñQualifying Coverageò?

ïJust how good is ñgood enough?ò

ïCoverage must be designed to pay at least 60% 
of allowed charges

×Is this ñBronze Levelò coverage in the 
Exchanges?

ïDoes not appear to be
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Provisions Affecting Employers

What is ñAffordableò Coverage?

ïDoes not cost more than 9.5% of the FTEôs 
household income

ïFor employee-only or family coverage?

ïWhatôs ñhousehold incomeò?

×Insurance Exchangeôs determination

×Employerôs approach
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Provisions Affecting Employers

The Price of Failure

ïEmployer can trigger 
the Free Rider 
Surcharge in one of 
three ways . . .
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Provisions Affecting Employers

1. Employer fails to offer ANY coverage to ANY 
real FTE (controlled group test)

IF a single, real FTE in the 100 - 400% FPL 
corridor obtains subsidized coverage in an 
Exchange . . .

Only real FTEs count, but . . .

× Include real FTEs above the 400% FPL limit

×Disregard the first 30 FTEs in calculating the
penalty; disregard FTEs in their waiting period

Penalty is $2,000 (non-deductible) 
for EVERY FTE
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