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With more than 14 years of experience in employee benefits and a strong record of
achievement, Lisa is responsible for the overall growth, retention, profitability, best
practices, and strategic direction of the firm’s $20 million employee benefits
operation spanning 12 offices throughout the Midwest. Lisa was named one of the
“50 Women to Watch” in the July 30, 2007 issue of Business Insurance and was
honored with the 2007 20 Under 40 Leadership Award. Most recently, Lisa was
honored with the 2009 Leadership Toledo Distinguished Community Leader Award.

An accomplished speaker, Lisa has presented to numerous local and national
organizations including Financial Executives International (FEI), the Society for
Human Resource Management (SHRM), Worldwide Employee Benefits Network
(WEB), American Institute of CPAs (AICPA) and the Association for Corporate
Growth (ACG).

Lisa is a member of several industry associations including SHRM, WEB, the Council
of Insurance Agents & Brokers (CIAB), National Association of Health Underwriters
(NAHU), International Foundation of Employee Benefits (IFEBP), and others.

Lisa is a Magna cum Laude graduate of Hanover College with post-graduate work
from Indiana University and has received further education through the various
professional organizations including a certification in Global Benefits Management
from IFEBP.
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What we’ll cover
• Current Environment

• PPACA Timeline

• Maintaining Grandfathered Status

• Essential Health Benefits

• Minimum Medical Loss Ratio (MLR)

• What’s required for 2012

• A Look Down the Road: 2013 – 2018

Presenter
Presentation Notes
Thanks Holly and thank you everyone for joining us for today’s webinar.  We have a lot to cover today and I know through wading through the mounds of information to put this presentation together that this isn’t simple stuff!

We’ll start out with a relatively innocuous update of the current environment.  Where are we legislatively and judicially?

Then we’ll put on the big scare with a couple of slides that outline the overall timeline for PPACA implementation, just to get your blood pumping.

We’ll spend some focused time around Grandfathered status and some of the pitfalls that we are still seeing a year later relative to the this very confusing concept.

Next, I’ll briefly touch on the recent Institute of Medicine’s report on the Essential Benefits package and an overview of the MLR provisions and how they might impact you as employers. 

The bulk of our presentation today will focus on what’s required for 2012 – although it’s not quite as much “stuff” as we were dealing with this time last year, there’s still a great deal to consider and be preparing for – specifically, how to handle the new W-2 reporting requirements for the 2012 W-2s and the new Summary of Benefits Coverage or S B C, as well as the new stipulations for Women’s Preventive Health Services.

Lastly, we’ll do a quick look down the road to what’s in store (at least as outlined today) for 2013 – 2018.

Many of the areas we will be discussing today are still ill-defined because they are not addressed specifically in the regulations.  The Act as well as many of the subsequent interim and even final regulations fail to address many of the real world scenarios that many of you face.  We have tried to anticipate some of those and will field others as best we can, with the caveat that “… this specific issue isn’t addressed in the regs, but I think…”

The webinar today will also include a number of polling questions to help us better assess where you, as the audience stand on some of the items we are presenting today and to guide the focus of our presentation to best fit your needs.

So as we begin, let’s take the pulse of this group. Polling Question #1: What impact do you think Health Care Reform legislation will have on your company's health care cost?
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Health Care Reform – Current Environment
Action in Congress 

– Republicans control House

– Democrats maintain majority in Senate

– Attempts to repeal or revise the law

– Form 1099 reporting requirement and free choice voucher 
program repealed

Presenter
Presentation Notes
Today, the Republicans control the House, and the Democrats control the Senate – so we remain at somewhat of a political stand still.

There have been countless attempts to repeal the Law – most under the pretense of the unconstitutionality of the individual mandate.

A few of the more egregious items like the 1099 reporting and the free choice voucher have actually been repealed.

And other items, such as the non-discrimination testing for fully-insured plans, claims & appeal requirements and some others have been delayed.
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Health Care Reform – Current Environment
Court Cases

– District courts split on constitutionality

– Challenges based on Commerce Clause authority

– Supreme Court given the go-ahead to decide

HHS Suspends Implementation of CLASS Act

Presenter
Presentation Notes
And just in the past 2 weeks, HHS pulled the plug on the voluntary long-term care program outlined under the CLASS Act.  HHS Secretary, Kathleen Sebelius commented, “We have not identified a way to make CLASS work at this time.” 

So where does HCR stand in the courts:

At least 30 lawsuits have been filed including 27 states that have either filed or joined a federal lawsuit – in our geographic footprint, these include:  Ohio, Indiana, Michigan, Georgia, and Pennsylvania.  Absent from that are Illinois, Tennessee, Kentucky & West Virginia.

In August, the 11th Circuit Court of Appeals ruled 2-1 in favor of 26 states and others that challenged the individual mandate for exceeding the power of Congress.  Now the Obama Administration could have asked the full appeals court to reconsider its decision. But that could have pushed back any Supreme Court ruling to its 2012-13 term.

Instead on September 26th, with much pressure, the Obama administration cleared the way for the Supreme Court to decide the on the fate of the legality of the individual mandate, which many say is the cornerstone of the PPACA.

Legal experts have contended that the law's fate before the nine-member court, which is closely divided with a conservative majority and four liberals, could come down to two Republican appointees, Chief Justice John Roberts and Justice Anthony Kennedy.

Yesterday, the U.S. Supreme Court announced that they would begin review of 5 of the 6 petitions challenging the Health Care Reform legislation on November 10th.  Reports from the Hill are that the justices could announce their decision on which briefs to take up as early as November 14th. The Supreme Court has a lot of leeway in choosing which legal challenge to accept. The justices can take some, all or none of the petitions.  Each petition deals with certain aspects of the health care law, such as the constitutionality of the individual mandate, whether the rest of the law can stand without the mandate, and whether the mandate can even be challenged in court before the law kicks in.  The outcome of the conference on November 10th is paramount as the fate of the law depends on which Supreme Court petitions the justices choose.
________________________________________________________________________________________________________________________________________

NEW ARTICLE WE COPIED:
Twenty-six states and a small business group appealed Wednesday to the Supreme Court seeking to strike down all of President Obama's signature health care law, while the administration defended it. 
The states and National Federation of Independent Business argued the entire law should be invalidated because Congress exceeded its powers requiring that Americans buy health insurance or face a penalty. 
They urged the high court to quickly decide the issue in its upcoming term, which begins next week and lasts through June 2012. 
The Obama administration filed its own appeal in which the Justice Department argued the so-called individual mandate was constitutional and said the issue was appropriate for Supreme Court review. 
“Throughout history, there have been similar challenges to other landmark legislation such as the Social Security Act, the Civil Rights Act, and the Voting Rights Act, and all of those challenges failed,” the Justice Department said. 
“We believe the challenges to Affordable Care Act…will also ultimately fail and that the Supreme Court will uphold the law,” the department said in a statement. 
White House adviser Stephanie Cutter said the administration asked the Supreme Court to hear the case “so that we can put these challenges to rest and continue moving forward implementing the law to lower the cost of health care and make it more secure for all Americans.” 
At issue was a ruling by a U.S. appeals court in Atlanta in August that declared unconstitutional the individual insurance requirement but refused to strike down the entire law. 
The ruling by the appeals court in Atlanta conflicted with rulings by other appeals courts that have upheld the law or have rejected legal challenges, including a lawsuit by the state of Virginia that was dismissed earlier this month on procedural grounds. 
The law, passed by Congress and signed by President Obama in 2010 after a bruising political battle, is expected to be a major issue in the 2012 elections as Obama seeks another four-year term. Republican presidential candidates oppose it. 
The Supreme Court long has been expected to have the final word on the law's constitutionality. The dispute has important legal, political and financial implications for companies in the health care field. 
Florida Attorney General Pam Bondi said the states sought Supreme Court review of their lawsuit. 
“This health care law is an affront on Americans' individual liberty, and we will not allow the federal government to violate our constitutional rights,” she said. 
Legal experts have said the nine member Supreme Court, with a conservative majority and four liberals, most likely will be closely divided on whether the individual mandate requiring insurance purchases exceeded the power of Congress. 
The Obama administration earlier this week said it decided against asking the full U.S. Appeals Court for the 11th Circuit to review the August ruling by a three-judge panel of the court that found the insurance requirement unconstitutional. 
That decision cleared the way for the administration to go to the Supreme Court. 
The states in their appeal also argued the law's expansion of Medicaid, a federal-state partnership that provides health care to low-income Americans, was unconstitutionally coercive, forced upon the states
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2010 2011 2012 2013 2014 2018

•Small Business Tax Credit for 
ERs to buy health insurance
•Accounting impact of change 
in Medicare retiree drug 
subsidy tax treatment
•Early retiree med reinsurance
•Medicare Rx “donut hole” 
beneficiary rebate
•Break time/private room for 
nursing mothers (>50 ees)

•ERs to distribute uniform benefit 
summaries to participants
•ERs to provide 60d advance 
notice of material modifications
•Form W-2 reporting for health 
coverage (for 2012 W-2s)
•Group Health Plan fees begin
•Auto-enrollment of FTEs (>200 
ees) ***

•Dep coverage to age 26 (GF plans may limit to children w/o 
access to other ER coverage, other than parent’s coverage.)*
•No LT $ Limits on Essential Benefits*/Restricted Ann. $ Limits, 
phased amts until 2014*
•No pre-ex for enrollees up to age 19* 
•No rescissions*
•No FSA/HRA/HSA for OTC (non-prescribed) 
•Add’l standards for new or non-GF health plans:

•Mandatory preventive in-network – no cost share
•Internal Claims & Appeals/External Review
•Non-discrimination provisions for insured plans***

•HSA non-qualified distribution penalty increased to 20%
•Income based Medicare Pt. D premiums
•Insurers subject to MLR rules

•$2,500 contribution cap on Health 
FSA
•ER to notify EE about Exchanges
•Higher Medicare payroll tax on 
wages exceeding $200K 
ind./$250K couples
•New tax on net investment income 
for taxpayers w/incomes >$200K 
ind./$250K couples
•Change in Medicare retiree Rx 
subsidy tax treatment takes effect

•40% excise tax on 
“Cadillac” plans

•$10,200 single / 
$27,500 family

•Exchanges
•Ind. Coverage Mandate
•Financial Assistance for 
Exchange coverage for lower-
income individuals
•Medicaid Expansion
•HIPAA wellness limit inc.
•ER shared responsibility
•Add’l reporting & disclosure 
requirements

•Dep coverage age 26 – all**
•No ann. $ limits**
•No pre-ex limitations**
•Max. 90 day waiting 
period**
•Add’l new standards for 
new & non-GF plans

•Cost-sharing & 
deductible limits

•Health insurance industry 
fees begin

*Applies to all plans 
(inc. GF) ≥ 9/23/2010
**Applies to all plans, 
inc. GF ≥1/01/2014
*** Delayed until regs
issued/date TBD

Presenter
Presentation Notes
For those of you who have participated in one of my recent webinars or presentations on HCR, you have seen this slide before.  Although busy, it gives a fairly succinct diagram (as succinct as you can make HCR) of the implementation timeline on a year by year basis.  I won’t go through this slide in any detail, but mainly it’s provided as part of the presentation so that you can print it out as reference.

And this next slide…
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Presenter
Presentation Notes
…show all the additional agencies and regulatory bodies involved in the implementation of all of these provisions.
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Grandfathered Status

Presenter
Presentation Notes
Let’s spend some time on Grandfathered Status – the Dos, the Don’ts, the problem areas and the pitfalls.

First, what is a grandfathered plan?  Grandfathered plans are group health plans or health insurance coverage that existed and in which individuals were continuously enrolled as of  March 23, 2010, the date of enactment of the legislation with minimal changes.

POLLING QUESTION #1 Do you plan to remain grandfathered in 2012?
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“Grandfathered” Plans: Which rules don’t apply?
• Patient protections (PCP designation and free preventive)

• Nondiscrimination rules for fully-insured plans

• New appeals process

• Quality of care reporting

• Insurance premium restrictions

• Guaranteed issue and renewal of coverage

• Nondiscrimination based on health status in health care

• Comprehensive health insurance coverage

• Limits on cost-sharing

• Coverage for clinical trials

Presenter
Presentation Notes
Why does grandfathered status matter?  Why would a plan want to remain grandfathered?  Well, although many of the provisions of PPACA are applicable to all plans – grandfathered and non-grandfathered alike, there are certain requirements that do not apply to plans that maintain their grandfathered status.

Health Care Reform Rules that Do Not Apply to Grandfathered Plans

First - 
• Coverage of Preventive Health Services. Non-GF plans must provide coverage for a long list of preventive health services (many of which plans had never covered before) and must provide those services without imposing cost-sharing requirements. (NO copays)  Big Deal – perhaps, estimates are that depending on the what the plan previously covered, this provision alone could add between 1 – 3% to the cost of the plan.  This estimate increases by 1 – 3% additionally with the new Women’s Health Preventive Services that were outlined in August and which we will go over in a later slide.

Next - 
• Patient Protections. 
	Plans that require designation of a PCP must permit each participant, beneficiary and enrollee to designate any available participating PCP (including a pediatrician for children). Probably not a big deal as most plans that require a PCP are fairly lenient on this provision now.

O IF provide Emergency Services, may not impose preauthorization or increased cost-sharing for emergency services (in or out of network).  This could have some cost implications for the non-network ER services.

O IF provide ObGyn care and require a designation of a participating primary care provider may not require preauthorization or referral for obstetrical/gynecological care. 

• Nondiscrimination Rules for Fully Insured Plans. Fully insured plans will have to satisfy the requirements of Internal Revenue Code section 105(h)(2). That section provides that a plan may not discriminate in favor of highly compensated individuals as to eligibility to participate and that the benefits provided under the plan may not discriminate in favor of participants who are highly compensated individuals. This provision has been delayed but may have a significant impact for small employers whose plans inadvertently discriminate simply due to who enrolls in coverage.

• New Appeals Process. must implement an effective appeals process for appeals of coverage determinations and claims. A grace period until plan years beginning on or after Jan. 1, 2012, has been granted for some elements of the process. More about logistics than actual claims cost as some of the timeframes for determinations under this provision will be difficult to meet.
 
• Quality of Care Reporting. Within two years of the date of enactment, reporting requirements will be developed. The reports will relate to benefit and reimbursement structures that are designed to improve health outcomes, prevent hospital readmissions, improve patient safety, reduce medical errors and implement health and wellness activities. (Impact?  Who knows!)

Now many of the provisions from which GF plans are exempt aren’t even effective until 2014.  Those include:

• Insurance Premium Restrictions. premiums charged for health insurance coverage in the individual or small group market (<100 ee) may not be discriminatory and may vary only by individual or family coverage, rating area, age and tobacco use, subject to certain restrictions. 

• Guaranteed Issue and Renewal of Coverage. issuers offering health insurance coverage in the individual or group market in a state must accept every employer and individual in the state that applies for coverage and must renew or continue in force the coverage at the option of the plan sponsor or the individual. 

• Nondiscrimination Based on Health Status. may not establish rules for eligibility or continued eligibility based on health status-related factors. Wellness programs must meet nondiscrimination requirements. 

• Nondiscrimination in Health Care. may not discriminate against any provider operating within their scope of practice. However, this provision does not require a plan to contract with any willing provider or prevent tiered networks. Plans and issuers also may not discriminate against individuals based on whether they receive subsidies or cooperate in a Fair Labor Standards Act investigation. 

• Comprehensive Health Insurance Coverage. issuers that offer health insurance coverage in the individual or small group market (<100 ees) must provide the essential benefits package required of plans sold in the health insurance exchanges. 

• Limits on Cost-Sharing. may not impose cost-sharing or out-of-pocket costs in excess of certain limits. Out-of-pocket expenses may not exceed the amount applicable to coverage related to HSAs and deductibles may not exceed $2000 (single coverage) or $4000 (family coverage). These amounts are indexed for subsequent years. There is some confusion regarding which plans will be subject to these rules and whether they will apply outside the individual and small group markets. Further guidance would be helpful. 

• Coverage for Clinical Trials. must permit certain enrollees to participate in certain clinical trials, must cover routine costs for clinical trial participants and may not discriminate against participants. 
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Maintaining “Grandfathered” Status
CAN

• Change premiums

• Change provider network

• Change administrators (self-funded)

• Change Rx formulary

• Add new employees/enrollees

• Enroll new dependents

• Make changes to comply w/law

• Change carriers (for insured plans as of 11/15/10)
(Each Benefit Package Considered Separately)

Presenter
Presentation Notes
What a plan “can” do and maintain their GF status is fairly straight-forward.  You can…
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Maintaining “Grandfathered” Status
CANNOT

• Corporate mergers/sale to avoid compliance

• Eliminate all benefits to diagnose or treat a particular condition

• New or decreased annual limits

• Increase percentage (%) coinsurance charges

• Require EEs to switch plans

– e.g., Employer offering multiple plans

Presenter
Presentation Notes
Some of the CANNOTs are also pretty straightforward.  For example, 

Corporate merger/sale to avoid compliance, Eliminate benefits, new or decreased annual limits, increased coinsurance %.

After that, it can get a little fuzzy.

A plan cannot require employees to switch plans.  What exactly does that mean?  Let’s go through a couple of examples:

What about an employer that offers a HDHP and an HRA:

If the employer reduces the HRA contribution or eliminates the HRA altogether, would that compromise the GF status of the underlying medical plan?
Does the cost of the HRA go toward the “total cost” (as used to calculate what % an employer is contributing to the plan, so that they maintain grandfathered status)?
 
While not specifically addressed in the regs, we have gone over this with our retained attorney and she believes you would look at each benefit package separately… the HRA is one plan and the underlying health insurance as another plan. By reducing or eliminating the HRA contribution, the employer could very well lose grandfathered status of the HRA plan, but it would not affect the underlying health insurance plan. Similarly, the HRA contribution would be separate from the amount the employer is contributing to the underlying health insurance plan – and only the amount contributed toward the underlying health insurance plan would be analyzed in determining whether the employer has reduced their contribution below the allowable threshold to remain grandfathered.
 
What if an employer offers multiple plans.   

If an employer offers three plan options (high, medium, low) and eliminates the middle option – requiring employees to choose between the high option and the low option, would that compromise the grandfathered status of either of those two remaining options? (This assumes the high option has “as good or better” benefits than the medium option (including the employer contribution percentage), but the low option has benefits that are “significantly” reduced compared to the medium option.)
 
Couple things here… first off, if the employer has a bona fide employment reason for eliminating the middle plan option (such as low participation), then you don’t even have to worry about how the benefits compare to the other available plans. Secondly, if the high option has as good as or better benefits and employer contribution level, then the employer could move everyone from the middle option to the high option. If the employee wants to change to the low option (on their own accord), that would be allowable. So… the answer is that this would likely not cause a loss of GF status, but would require some caution.
 

e.g., Employer has a PPO plan and a HDHP. The employer doesn’t make any changes to the HDHP, yet eliminates the PPO plan. Because the employees were required to change plans (from the PPO plan to the HDHP), the HDHP is no longer considered grandfathered.

if an employer requires employees to switch to another grandfathered plan that, compared to the current plan, has less benefits or higher cost sharing “as a means of avoiding new consumer protections,” grandfathered status will be revoked. 
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Maintaining “Grandfathered” Status
CANNOT

• Increase fixed amount cost-sharing (i.e. copays, deductibles, out-of-
pocket maximums) “significantly” (greater of $5 or medical inflation + 
15%)

– Retail / Mail Order Prescription Drug Copays 

– Medical Inflation + 15%

• Decrease employer contribution percentage by more than 5%

– Definition of employer contribution percentage

– Calculation issues with SF plans

Presenter
Presentation Notes
What about increasing fixed amount cost-sharing.

If a plan has a prescription drug copay that is 25% of the cost, with a minimum of $5 and a maximum of $25… and they change their prescription drug copay to remove the minimum and maximum language so that it is a straight 25% (same percentage), would that compromise GF status? What if they keep the min/max but change it to $0 and $50 (still 25%)?
 
Just as we discussed and agreed yesterday, Nancy also believes this would cause a plan to lose GF status, as the max copay would be considered an out-of-pocket maximum, even though it would apply to individual prescriptions as opposed to an annual OOP that is more of a catch-all.


Increase deductible Example: On March 23, 2010, a grandfathered health plan has a deductible of $1,000 per covered individual.  The plan is going to be amended on January 1, 2012 to increase the deductible to $1,200, representing a 20% increase in the plan deductible.  Medical inflation for the period from March 23, 2010 until the date of the amendment 1.734% (393.858 Medical Care CPI as of 1/2011 – 387.142 MedCare CPI as of 3/2010 = 6.716 / 387.142 = .017347)  Thus, the 20% is more than the permissible maximum increase of 16.734% (1.734% + 15%).

One important point to understand is the Employer Contributions to the plan cannot be reduced by more than 5%.  Many have explained it as you cannot increase contributions by more than 5%.  According to the regulations you must look at the overall contribution employer vs. employee for every class of employees.  Think of it as single, employee/spouse, employee/child, family, etc.  However, this can become a very convoluted calculation if you have classes by salary or pay range or if contributions are a percent of income.  A change in an employee’s compensation and subsequent change in contribution, could unintentionally cause your plan to no longer comply with this piece of grandfathering.

Another problem area is related to self-funded plans and calculation of expected costs (i.e. projected COBRA rates). total cost of coverage is determined in the same manner as the applicable premium is calculated under the COBRA continuation provisions of section 604 of ERISA, section 4980B(f)(4) of the Code
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Maintaining “Grandfathered” Status
MUST

• Provide notice

– must state in all plan materials whether it “believes” it is 
grandfathered

• Maintenance and availability of records

Presenter
Presentation Notes
There are requirements that a plan must also do proactively in order to maintain GF status.  Specifically, this includes notice requirements of a plans belief that is a GF plan as well as record maintenance and accessibility requirements.

1)  In any plan materials provided to a participant or beneficiary describing the benefits provided Regulations give model language: state that plan does not provide certain consumer protections Contact information for the DOL/HHS (as appropriate)

Maintenance & Availability of Records:  must maintain records documenting plan in existence as of March 23, 2010 in order to verify status as grandfathered and must make records available upon request
Retain Plan document, SPD, service provider contracts that discuss benefits
Available to participants, beneficiaries, subscribers, state or federal agency officials
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Essential Health Benefits

Presenter
Presentation Notes
We’re just going to spend a moment to discuss the recent activity around Essential Health Benefits…
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Essential Health Benefits
• PPACA coverage requirements

– No lifetime maximums

– Restricted annual limits until 2014 (phase-out)

– Non-grandfathered, small (≤100) plans must cover in 2014

• “Essential Health Benefits” not clearly defined

– Ten broad categories

• IOM released their report October 6

– Balance coverage with affordability

Presenter
Presentation Notes
PPACA introduced a new term – Essential Health Benefits – although it was not clearly defined other than in ten broad categories ranging from Preventive Care to Hospitalization:

• Ambulatory patient services 
• Emergency services 
• Hospitalization 
• Maternity and newborn care 
• Mental health and substance use disorder services, including behavioral health treatment 
• Prescription drugs 
• Rehabilitative and habilitative services and devices 
• Laboratory services 
• Preventative and wellness services and chronic disease management 
• Pediatric services, including oral and vision care. 

Instead, HHS is charged with determining what benefits and/or services should be included in the definition, as well as how detailed to make the definition. When the HHS released their Interim Final Regulations regarding EHB last June, no further guidance was included regarding the definition.

HHS requested that the Institute of Medicine evaluate and present their findings regarding the make-up of an EHB. Many anticipated that the IOM would come out with a well-defined set of guidelines for what constitutes essential benefits.

On October 6, the IOM released their recommendations on the parameters to use to determine which benefits should be considered “essential.” The IOM was more broad in their recommendations urging that HHS be sensitive to the need to balance coverage with affordability. In essence it may be necessary to allow plans to be less comprehensive in order to ensure that premiums remain reasonable. The panel compared its task to a trip to the grocery store. “One option is to fill up your cart with the groceries you want, and then find out what it costs. The other option is to walk into the store with a firm idea of what you can spend and to fill the cart carefully, with only enough food to fit within your budget. The committee recommends the latter approach.”

It is now back in the hands of the HHS to determine what benefits and/or services should be included in the definition, as well as how detailed to make the definition. So more to come on with a sincere hope on my part that HHS heeds the recommendation of the IOM in balancing coverage and cost.
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Minimum Medical Loss Ratios

MLR

Presenter
Presentation Notes
POLLING QUESTION: Is your health plan fully insured or self-funded?
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Minimum Medical Loss Ratios
MLR rules

– Insurers must spend 80-85% of premiums on medical care and quality 
improvement (not admin costs) or give rebates

– Effective January 1, 2011

– Does NOT apply to self-insured health plans

HHS issued final rule 

– Adopted NAIC recommendations

– Outlines items counted as medical care/health care quality improvement 
(and items that are not)

– Provides rules for rebates

Presenter
Presentation Notes
Importantly, self-insured health plans are not bound under the terms of the MLR requirements.

Basically, insurance carriers must calculate their medical loss ratios annually and spend 80% small group / 85% large market on claims and QI measures or give a rebate.  This went into effect this past January and carriers are frantically at work figuring out how they’re performing and how they will handle potential rebates that may be payable in 2012.

In the interim final regulations states could file for relief.  So far, 16 states have filed for an adjustment and 5 have received approval.  The 5 states that have received approval for an adjustment are Iowa, Kentucky, Louisiana, Maine, Nevada and New Hampshire.  For a full list of the requests and approvals, you can go to www.statehealthfacts.org.  It’s a great website for information on state responses and actions relative to Health Care Reform.
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MLR Rebates
• Issuer must provide proportionate rebate to each enrollee if MLR 

requirements not met (and notice)

• Due by August 1st after reporting year

• Issuer can arrange with group health plans to distribute rebates to 
enrollees

• Methods of payment

– Premium credit

– Lump sum check

– Reimbursement to account used to pay premium

Presenter
Presentation Notes
Insurers must submit report of:
Earned premium
Direct claims paid and info on reserves
Activities that improve health care quality, and
Administrative expenses

Report must be submitted to HHS by June 1st of the following year.

No rebate required if it would be less than $5 per covered subscriber.  If a rebate is due, it must be paid by August 1st .

Can be provided through:
Premium credit – must be applied to the first month’s premium due on or after August 1st.
Lump sum check or, if credit card used, a direct reimbursement to the account used to pay the premium.

Along with the rebate, the issuer must provide a notice to each enrollee receiving a rebate which includes:
A general description of the concept of an MLR
The purpose of setting MLR standards
The applicable MLR standard
The issuer’s actual MLR
The carrier’s aggregate premium revenues, less any federal or state taxes & licensing and regulatory fees
The rebate percentage and amount owed to enrollees based on the difference between the applicable MLR and the standard.
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What’s Required for 2012?

Presenter
Presentation Notes
Polling Question:  With which of the following requirements for 2012 are you most concerned?
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Form W-2 Reporting of Health Care Costs
• Compliance begins January 1, 2012

– i.e. Forms that will be issued in January 2013

• Small Employer Exception

– If <250 W-2s in the prior year

• All plan costs must be reported on a calendar year basis, 
regardless of the employer’s plan year
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Includes

• Entire cost of coverage

– includes employee contributions

– Cost of coverage = COBRA 
premiums (less 2% administrative 
fee)

• Cost of coverage of the employee 
and any dependents

– including any portion of the cost that 
is includible in an employee’s gross 
income

Does Not Include

• HIPAA “Excepted Benefits” 
(accident, disability, worker’s 
comp, etc.)

• Long Term Care

• Non-Integrated Dental / Vision 
Plans

• Cancer, Fixed Indemnity Plans

• Archer MSA, Employer HSA 
contributions, HRA or EE 
contributions to FSA

Form W-2 Reporting: Aggregate Cost of Health Coverage

Presenter
Presentation Notes
What is and what is not considered part of the aggregate cost of coverage?

If the plan is fully-insured, this is the fully-insured rates.  If self-funded, the aggregate cost of coverage must be calculated in a method similar to the calculation of COBRA rates (less the 2% administrative fee)


Methods for Calculating Reportable Cost – one of the following methods:
The COBRA applicable premium method (excluding 2% administrative fee)
The premium charged method if employer is determining the cost of coverage for an employee covered by the employer’s insured plan
The modified COBRA premium method if the employer subsidizes the cost of coverage or determines the cost of coverage for a year by applying the cost of coverage in the prior year

Aggregate cost of coverage DOES NOT include…
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Form W-2 Reporting of Health Care Costs
• Reportable costs under a plan for a year must reflect any 

increases and decreases in the cost for the year

• If an employee begins, changes, or terminates coverage 
during the year, the reported costs must reflect the actual 
periods of coverage

• Where plans utilize composite rates, it is acceptable to 
report based on those composite rates provided this 
method is applied to all types of coverage offered under 
the plan.

Presenter
Presentation Notes
It is not acceptable to simply look at a census on a given date and extrapolate plan costs for the entire year. The employer must track actual coverage for each employee over the course of the entire calendar year and report accordingly. 


Example:  Employee enrolls for single coverage and is covered in January as a single, then gets married and enrolls his/her spouse and therefore has 2 party coverage from February through October.  In November, they have a child immediately enroll that child – moving to family coverage.  Must track that employees coverage changes through the year and report based on the actual coverage.  
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Form W-2 Reporting of Health Care Costs
• Terminated Employees: Can use a “reasonable method” 

for including the value

– Not required to report if employee terminated and requested W-2 
prior to end of the year in which termination occurs

• The employer is NOT required to use the same method 
for every plan, but must use the same method with 
respect to a plan for every employee receiving coverage 
under that plan

Presenter
Presentation Notes
Example 1. Employee is an employee of Employer on January 1, and continues in employment through April 25. During that entire period and through April 30, Employee had individual coverage for himself under a group health plan with a cost of coverage of $350 per month. Employee elects continuation coverage for the six months following termination of employment, covering the period May 1 through October 31, for which the Employee pays $350 per month. Employer reports $1,400 as the reportable cost under the plan for the calendar year, covering the four months during which Employee performed services and had coverage as an active employee. Employer applies this method consistently for all employees terminating during the calendar year who have coverage under that group health plan. Employer has applied a reasonable method of reporting Employee’s reportable cost under the plan.
 
Example 2. Same facts as Example 1, except that Employer reports $3,500 as the reportable cost under the plan for the calendar year, covering both the monthly periods during which Employee performed services and had coverage as an active employee, and the monthly periods during which Employee retained continuation coverage under the plan. Employer applies this method consistently for all employees terminating during the calendar year who retained coverage under that group health plan. Employer has applied a reasonable method of reporting Employee’s reportable cost under the plan.
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Uniform Summary of Coverage (SBC)
• Applies to grandfathered and non-grandfathered plans

• Additional disclosure requirement

– Does not replace any other required disclosures or documents 
(e.g., SPDs)

• Simple and concise explanation of benefits

• Proposed standards issued August 17, 2011, comment 
period ended last week

Presenter
Presentation Notes
August 17, 2011 HHS, DOL & Dept. of Treasury issued proposed regulations for the summary of benefits & coverage (SBC).
Required of both GF & non-GF plans to begin providing no later than 3/23/2012
Does not replace any required disclosures documents (e.g. SPDs)
SBC may be provided in either paper or electronic form (must satisfy DOL regs. on electronic disclosure)
PPACA provides that group health plans and health insurance issuers must provide an SBC at the following times: 
to an applicant at the time of application; 
to an enrollee prior to the time of enrollment or reenrollment; and 
to a policyholder or certificate holder at the time of issuance of the policy or delivery of the certificate.
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Uniform Summary of Coverage (SBC)
• Plans must start using by March 23, 2012

• Proposed template and guidance available 

– Instructions

– Sample language

– Uniform glossary of terms
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SBC: To Whom & Penalties
• Must be provided:

– To applicants (at the time of application)

– To enrollees (upon enrollment and re-enrollment)

• May be provided in paper or electronic form

– If electronic, must satisfy DOL rules on electronic disclosure

• Penalties

– $1,000 for each willful failure to provide

– $100 per day per individual excise tax

Presenter
Presentation Notes
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SBC: Standards
Appearance

• Cannot be larger than 4 double-sided pages

• 12-point or larger font

• May be color or black and white

Language

• Easily understood language

• “Culturally and linguistically appropriate manner” – interpretive 
services and written translations upon request.

Presenter
Presentation Notes
Presented in a culturally and linguistically appropriate manner, and use terminology that average enrollees can understand.
the plan or issuer must provide interpretive services and written translations in certain non-English languages upon request in specified U.S counties where at least 10% of the population is literate only in the same non-English language. 
In such counties, English versions of the SBC must disclose the availability of language services in the relevant language.


These proposed regulations provide that, to satisfy the requirement to provide the SBC in a culturally and linguistically appropriate manner, a plan or issuer follows the rules for providing appeals notices in a culturally and linguistically appropriate manner under PHS Act section 2719, and paragraph (e) of its implementing regulations.25 In general, those rules provide that, in specified counties of the United States, plans and issuers must provide interpretive services, and must provide written translations of the SBC upon request in certain non-English languages. In addition, in such counties, English versions of the SBC must disclose the availability of language services in the relevant language.26 The counties in which this must be done are those in which at least ten percent of the population residing in the county is literate only in the same non-English language, as determined in guidance.
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SBC: Providing to GHPs
• Issuers must provide SBC to GHPs:

– Upon application

– Upon request for info about the health coverage

– Before the first day of coverage (if there have been changes to the 
SBC)

– When a policy is renewed or reissued

– Upon request
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SBC: Providing to Participants & Beneficiaries
• Plans must provide SBC to Ps and Bs

• For each benefit package offered or which they are eligible  

• Annually at renewal

• With enrollment application materials (or within 30 days of new plan 
year if automatic renewal)

• Before the first day of coverage (if there have been changes to the 
SBC)

• Within 7 days of request for enrollment pursuant to a special 
enrollment period

• Upon request

Presenter
Presentation Notes
Provision of the SBC Automatically by a Plan or Issuer to Participants and Beneficiaries Under paragraph (a)(1)(ii) of the proposed regulations, a group health plan (including the plan administrator), and a health insurance issuer offering group health insurance coverage, must provide an SBC to a participant or beneficiary 8 with respect to each benefit package offered for which the participant or beneficiary is eligible.9 The SBC must be provided as part of any written application materials that are distributed by the plan or issuer for enrollment. If the plan does not distribute written application materials for enrollment, the SBC must be distributed no later than the first date the participant is eligible to enroll in coverage for the participant and any beneficiaries. If there is any change to the information required to be in the SBC before the first day of coverage, the plan or issuer must update and provide a current SBC to a participant or beneficiary no later than the first day of coverage. The plan or issuer must also provide the SBC to special enrollees within seven days of a request for enrollment pursuant to a special enrollment period.10 Additionally, the plan or issuer must provide a new SBC if and when the coverage is renewed. Specifically, if written application materials are required for renewal (in either paper or electronic form), the SBC must be provided no later than the date the materials are distributed. If renewal is automatic, the proposed rules provide that the SBC must be provided no later than 30 days prior to the first day of coverage in the new plan year.
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Updating the SBC
• Material modifications not in connection with renewal must be 

described in a summary of material modifications (SMM) or an 
updated SBC

• Material Modification

– Enhancement of covered benefits or services

– Material reduction in covered benefits or services

– More stringent requirements for receipt of benefits

• Must be provided at least 60 days BEFORE modification becomes 
effective

Presenter
Presentation Notes
Plans/issuers required to give at least 60 days advance notice of any material modification in plan terms or coverage, if it is not reflected in most recent SBC & occurs other than in connection with a renewal or reissuance of coverage. 

According to the proposed regulations, a “material modification” includes: 
an enhancement of covered benefits or services, such as coverage of previously excluded benefits or reduced cost-sharing; 
a material reduction in covered services or benefits, such as through increased premiums or cost-sharing; or 
more stringent requirements for recipient of benefits, such as a new referral requirement. 

The proposed regulations state that material modification notice can be provided in a separate document describing the material modification or through an updated SBC.

For providing the SBC at renewal time: 
If a written application is required for renewal, the SBC must be provided no later than when the application materials are distributed; or
If renewal is automatic, the SBC must be provided no later than 30 days before the beginning of the new plan year. 
In addition, health plans and issuers must make the uniform glossary of terms available to participants and beneficiaries upon request. 
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Women’s Health Preventive Care
• General Requirements

– Applies first plan year ≥ September 23, 2010

– Does not apply to GF plans

– No cost-sharing in-network (may vary if preventive service is 
provided during an office visit)

– Applies to “A” or “B” services from the US Preventive Services 
Task Force: 
www.HealthCare.gov/center/regulations/prevention.html

Presenter
Presentation Notes
Office Visits
The interim final rules clarify the cost-sharing requirements when a recommended preventive service is provided during an office visit. Whether cost-sharing requirements may be imposed will depend on: (a) whether the preventive service is billed or tracked separately, and (b) whether the preventive service is the primary purpose of the office visit. Cost-sharing is permitted only if:
The recommended preventive service is billed separately (or is tracked as individual encounter data separately) from an office visit; or
The recommended preventive service is not billed separately from the office visit and the primary purpose of the office visit is not to obtain the recommended preventive service.
Cost-sharing requirements are not allowed in cases where the recommended preventive service is not billed separately, but it is the primary purpose of the office visit. 

Example. An individual covered by a group health plan visits an in-network health care provider. While visiting the provider, the individual is given a cholesterol screening (a recommended preventive service). The provider bills the plan for an office visit and for the laboratory work of the cholesterol screening test. The plan may not impose any cost-sharing requirements with respect to the laboratory work. Because the office visit is billed separately from the cholesterol test, the plan may impose cost-sharing requirements for the office visit. 

Example. An individual covered by a group health plan visits an in-network health care provider to discuss recurring abdominal pain. During the visit, the individual has a blood pressure screening (a recommended preventive service). The provider bills the plan for an office visit. The blood pressure screening was not the primary purpose of the visit. Therefore, the plan may impose a cost-sharing requirement for the office visit charge. 

Applies to “A” or “B” services from the US Preventive Services Task Force: www.HealthCare.gov/center/regulations/prevention.html

Immunizations recommended by CDC

For infants, children & adolescents, evidence-informed preventive care screenings provided for in the HRSA guidelines

For women, evidence-informed preventive care & screenings provided in guidelines issued 8/01/2011 (effective Plan Years ≥ 8/01/2012)

http://www.healthcare.gov/center/regulations/prevention.html
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Women’s Health Preventive Care
• Effective Plan Years beginning ≥ August 1, 2012, 

additional guidelines cover the following health services:
– Well-woman visits

– Gestational diabetes screening

– Human papillomavirus (HPV) DNA testing for women age 30 and older

– Sexually transmitted infection (STI) counseling

– Human immunodeficiency virus (HIV) screening and counseling

– FDA-approved contraception methods and contraceptive counseling

– Breastfeeding support, supplies and counseling

– Domestic violence screening and counseling

Presenter
Presentation Notes
Guidelines cover the following health services:
Well-woman visits – Includes an annual well-woman preventive care visit for adult women to obtain the recommended preventive services, and additional visits if women and their providers determine they are necessary.
Gestational diabetes screening – Screening for women 24-28 weeks pregnant, and those at high risk of developing gestational diabetes. 
Human papillomavirus (HPV) DNA testing for women age 30 and older – Women who are age 30 or older will have access to high-risk HPV DNA testing every three years, regardless of Pap smear results. 
Sexually transmitted infection (STI) counseling – Sexually active women will have access to annual counseling on STIs. 

Human immunodeficiency virus (HIV) screening and counseling – Sexually active women will have access to annual screening and counseling on HIV infections. 
FDA-approved contraception methods and contraceptive counseling – Women will have access to all FDA-approved contraceptive methods, sterilization procedures and patient education and counseling. These recommendations do not include abortifacient drugs. 
Breastfeeding support, supplies and counseling – Pregnant and postpartum women will have access to comprehensive lactation support and counseling from trained providers, as well as breastfeeding equipment. 
Domestic violence screening and counseling – Screening and counseling for interpersonal and domestic violence. 
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Comparative Effectiveness Research (CER) Fees
• Applies to health insurance issuers and sponsors of self-

insured health plans

• Effective plan years ending ≥ 9/30/2012, and

• Payable following the end of the plan year

– Calendar year plans beginning 1/1/12, payable after 12/31/12

• Sunsets after 2019

Presenter
Presentation Notes
Background – PPACA created the Patient-Centered Outcomes Research Institute to advance comparative effectiveness research and help patients, clinicians, purchasers and policy-makers make informed health decisions.  This Institute’s research will be funded, in part, by fees paid by health carriers and self-insured plans.

The IRS hasn’t issued official guidance at this point, however in June, they did issue a notice requesting comments on the implementation of CER fees and comments were due by September 6th so we are expecting proposed regs to be issued very soon.

In the interim, the notice outlined some details.

Basically, the CER fees will be assessed, collected and enforced like taxes.  They apply to insured and self-insured plans including VEBAs and MEWAs and government entities.  Not applicable to programs such as Medicare, Medicaid or CHIP.   For insured plans, paid by carrier, for self-insured plans paid by plan sponsor.

CER fees do not apply to HIPAA excepted benefits – stand alone dental & vision, accident-only plans, disability income plans, WC, etc.  Health FSAs will generally be considered excepted.  It is unclear how the fees will apply to stand-alone retiree health plans and  the IRS has requested comment on HRAs.

The fees are effective beginning with plan years ENDING on or after 9/30/12 and are payable after the end of the plan year.  The CER fees sunset after 2019.
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Comparative Effectiveness Research (CER) Fees
• Fee is equal to $1 multiplied by the average number of 

lives covered under the plan

• Effective plan years ending ≥ 9/30/2013, fee is increased 
to $2 per covered life

• Effective plan years ending ≥ 9/30/2014, fee is indexed 
based on any increase in the projected per capita 
amount of National Health Expenditures, as published by 
HHS

• No fees payable for plan years ending ≥ 9/30/19

Presenter
Presentation Notes
The fee is calculated by Based on the average number of lives (employees and dependents) covered under the plan.

For the first assessment, the fee is $1 per covered life.  For the second assessment, the fee is $2 per covered life.  After the second year, it will be a calculated and indexed fee.

And again, this fee ends in 2019.
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Uniform Benefit Summary & 
60 day Advance Notice of 
Material Modifications

• Called Summary of Benefits & Coverage (SBC)
• Must begin providing no later than March 23, 2012
• Four pages, double-sided, 12-pt. font summary
• Provided at 1) time of application, 2) prior to enrollment or 

reenrollment, 3) at time of policy issuance or certificate delivery
• Can be provided in paper or electronic form
• Template provided as of August 17th issuance of proposed 

regulations (60 day comment period began)

Expanded Women’s 
Preventive Care Services

• August 2011 HHS expanded Women’s Preventive Services
• Effective for non-GF plan years ≥ 8/1/2012
• No cost sharing

Comparative Effectiveness 
Research Fee on GHPs

• Annual fee of $1 per enrollee, plans ≥ 9/30/2012, increased 
thereafter

• Sunsets after 2019

Form W-2 Reporting of Health 
Care Costs

• Gross costs using rules similar to COBRA including employee 
contributions (exc. 2% admin. fee)

• Reporting requirement begins with 2012 Forms (i.e. Forms issued 
January 2013)

• Small Employer Exception

What you need to do for 2012

Presenter
Presentation Notes
Here is a quick summary of all of the requirements that go into effect in 2012.

So for a look down the road – many of the provisions for 2013 & beyond have the potential to have significant additional cost burdens to employers – either through penalties or taxes.
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Presenter
Presentation Notes
I see it somewhat like this…  Okay, I made it to slide 36 before I went there…
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Exchange Notice • Beginning March 2013, inform EEs about health insurance 
exchange

Elimination of Deduction for 
Medicare Part D Subsidy

• Tax deduction for Rx costs (including costs attributable to 
subsidy) will be eliminated beginning 2013

Increased Threshold for 
Medical Expense Deductions

• Income threshold for claiming itemized deductions for 
health expenses increases from 7.5% to 10%

• Individuals over 65 able to claims deduction over 7.5% 
through 2016

Health FSA Cap $2,500 • In 2013 and future years, indexed to reflect CPI increases

A look down the road: 2013

Additional Hospital Insurance 
Tax for High Wage Workers

• Increases tax rate by 0.9% on wages over $200,000 for an 
individual ($250,000 for married couples filing jointly)

• Tax is expanded to include 3.8% tax on net investment 
income for high wage workers 

Presenter
Presentation Notes
Most of the 2013 implementation pieces center around tax changes – 

A cap on Health Flexible Spending Accounts of $2,500, elimination of the Medicare Pt. D subsidy, increased threshold for medical itemized deductions and the additional tax on high wage earners.

Also, the exchange notices will roll out in 2013 in anticipation of the Exchanges being implemented 2014.
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Employer Coverage 
Requirements

• ERs ≥ 50 ees must offer coverage or pay penalty up to 
$2,000/year/FTE (exc. first 30 FTEs) if FTE receives gov’t
subsidy

• ERs who offer coverage, but FTEs receive tax credits, fined 
of $3,000 for each FTE receiving tax credit (up to 
aggregate of $2,000 per FTE)

• ERs must report to gov’t on health coverage they provide

Individual Coverage Mandate • Obtain insurance or pay penalty (up to a cap)
• Penalties increase annually
• Exemptions available if individual cannot obtain affordable 

coverage

A look down the road: 2014

Establishment of Health 
Insurance Exchanges

• Established by each state
• Individuals & small ERs (<100 FTEs) may shop through 

Exchange

Presenter
Presentation Notes
2014 is a big year for Health Care Reform – advent of the Exchanges, the individual coverage mandate and the Employer Pay or Play provisions.  These are some of the most hotly debated items of the legislation.  How it will play out is very tenuous.


At end of slide:
POLLING QUESTION: Is your company considering eliminating your group health plan once the exchanges are available in 2014?
Yes, we are strongly considering.
Maybe, we are evaluating our options.
No, not likely.
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Additional Health Insurance Reforms for 2014 & beyond

• Guaranteed Issue & Renewability (non-
GF plans)

• Pre-Existing Condition Exclusions 
eliminated

• Insurance Premium Restrictions  (non-
GF plans)

• Nondiscrimination Based on Health 
Status (non-GF plans)

• Annual Limits Removed

• Excessive Waiting Periods Removed

• Coverage for Clinical Trials (non-GF 
plans)

• Comprehensive Benefits Coverage

• Limits on Cost-Sharing (non-GF plans)

• Wellness program incentive maximum 
increases from 20% to 30%

• Individual Health Care Tax Credits

• Small Business Tax Credit

• Health Insurance Provider Fee

2018

• Cadillac Tax on “high cost” employer-
sponsored health insurance.

Presenter
Presentation Notes
And beyond 2014 – still more mandates.

How these will all play out is very tenuous at this point.  Since our last update, there have been numerous significant changes.  My expectation is that we will continue to see guidance and major revisions to the law.  With the Supreme Court’s plan to evaluate and rule on the law in the 2011-2012 session, we could have a ruling by late June, smack dab in the middle of the presidential campaign.

So as the Health Care Reform clash continues, it will undoubtedly have an impact on upcoming elections, and the elections will undoubtedly have an impact on the future of health care reform.

*****As employers, you are put in the delicate and difficult position of trying to implement an ever-changing and confusing set of provisions and we are committed to assisting you through comprehensive counsel and education.  We will continue to provide you with meaningful and up-to-date information through direct interaction with our seasoned consultants, our Health Care Reform Resource page on Hylant.com, our eBlasts, webinars and seminars in our local geographies.  We hope you have found today’s webinar informative.*****
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Please note:
These slides are intended to provide only a general overview of selected issues 
related to the health care reform regulations. They do not provide a complete 
analysis. The information in the outline is for general use only and is not 
intended to provide specific advice or recommendations, legal or otherwise, for 
any individual or organization. The information provided herein is not intended 
to be and should not be construed as a legal opinion or advice. You need to 
consult with your own attorney or other adviser relating to your specific 
circumstances or those of any organization that you advise.

Internal Revenue Service Circular 230 Disclosure: As provided for in Treasury 
regulations, advice (if any) relating to federal taxes that is contained in this 
communication (including attachments) is not intended or written to be used, 
and cannot be used, for the purpose of (1) avoiding penalties under the Internal 
Revenue Code or (2) promoting, marketing or recommending to another party 
any plan or arrangement addressed herein.
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QUESTIONS?

Questions after today?

Contact your Hylant Group representative
or e-mail questions to:

EmployeeBenefitsPractice@Hylant.com

Presenter
Presentation Notes
Before we get to questions, we want to remind you that today’s webinar has been approved for one general recertification credit hour toward PHR, SPHR and GPHR recertification through the HR Certification Institute or HRCI. If you would like a certificate of attendance for HRCI credit, please respond to the polling question here. We’ll then send the certificates by regular U.S. mail to those who respond “yes” on the poll.
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