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Health Care Reform Action Plan               

	PHASE 1 (2010-2011) *Effective at plan renewal after 9/23/10 unless otherwise indicated.

	1. Determine if plan will be grandfathered.  If yes, include grandfathered status disclosure in plan materials.  *See KTB Resources “Grandfathered Health Plans” and “Grandfathered Health Plan Status Disclosure Template”

	2. If NOT grandfathered, ensure plan complies with the following requirements (if grandfathered, skip to #4): 

a. Non-discrimination requirements *See KTB Resource “Non-Discrimination Rules”
b. Expanded appeals process requirements *See KTB Resource “Appeals Process Requirements”
c. Preventive services covered with no cost sharing *See KTB Resource “Preventive Services”
d. Emergency services covered at in-network rates regardless of provider

e. Enrollees may designate any in-network primary care physician as their primary care physician

	3. Review all plans to ensure compliance with the following requirements:

a. No lifetime caps or annual coverage limits *See KTB Resource “Lifetime and Annual Limits”
b. No pre-existing conditions exclusions for children under age 19

c. 90 day maximum waiting period for benefits

d. Dependent to age 26 coverage  *See KTB Resources “Early Extension of Dependent to Age 26 Coverage – Participating Carriers” and “Early Extension of Dependent to Age 26 Coverage – Sample Template for Employee Communication”

	4. Develop Lactation Accommodation policy and establish private space for lactation. *See KTB Resource “Lactation Accommodation” and “Lactation Accommodation Sample Policy”

	5. Whistleblower Protections - employers may not discriminate/retaliate against individuals who complain about noncompliance with Reform laws, receives a subsidy, or participates in the Exchanges. 

	6. If medical FSA, HSA or HRA offered, exclude over-the-counter drugs unless prescription is provided by health care provider and update plan documents.  Update any HSA plan documents to reflect the increased penalty for non-qualified disbursements. 

	7. EMPLOYERS WITH 200+ EMPLOYEES:  Establish method to auto-enroll new full-time employees in the plan and to provide adequate notice of auto-enrollment as well as an opt-out option. The regulations specify no effective date, but are presumed effective when regulations are issued by the Department of Labor (DOL).

	8. Track cost of employer-sponsored coverage for W-2 reporting. *See KTB Resource “W-2 Reporting Requirement” 


	Next Steps

1. Determine if employer will participate in CLASS Act program. *See Section 3
2. Uniform Summary of Benefits distributed annually to participants.  Standards/model notice expected 3/23/11.

3. Update any plan documents and SPDs to reflect changes made as a result of the reform.

4. Per-head fees start for plan years beginning after 9/30/12 to fund federal comparative effectiveness research (regulations pending).  For the first year the fee is $1 per enrollee and increases to $2 per enrollee for each year thereafter, ending for plan years beginning after 9/30/19.



PHASE 2 (2012-2013) *Regulations needed to fully develop action plan.
1. Payment of the per-head fees begins for each plan year beginning after 9/30/12 to fund federal comparative effectiveness research (regulations pending).  $1 per enrollee in the first year and $2 per enrollee each year thereafter, ending for plan years beginning after 9/30/19.

2. If medical FSA offered, annual limit on the maximum election is set at $2,500 beginning in 2013; update plan documents to reflect the new limit.

3. Develop employee notice to be distributed to current employees by 3/1/13 regarding the exchanges, premium credits, minimum essential benefits, and availability of subsidies.  Notice required for new employees on or after 3/1/13 at time of hire.

4. Increase payroll tax withholdings for Medicare for families with annual gross annual incomes higher than $250,000 in 2013.
5. 1099 tax forms required not just for contract workers but also to any individuals or corporations from which a company purchases more than $600 in goods or services in a year (regulations expected in 2011).
PHASE 3 (2014-2017) *Regulations needed to fully develop action plan.
1. All plans must provide minimum essential benefits unless grandfathered (to be determined by HHS).

2. No pre-existing conditions exclusions for anyone (whether plan is still grandfathered or not).

3. Determine if coverage will be purchased through the exchange or on the private market (cost-analysis determination of potential penalties and fees for not providing coverage versus cost of providing coverage).

4. Employers who offer coverage must provide “Free Choice Voucher” to employees meeting certain income requirements if that employee purchases coverage through exchange.  Failure to do so will result in the employer paying the penalties for that employee.

5. Evaluate wellness programs for compliance with new requirements.  Determine eligibility for grant program and apply if applicable.

6. Calculate and pay the “play or pay” penalties if coverage not offered.

7. Individual mandates take effect.
PHASE 4 (2018 and beyond) *Regulations needed to fully develop action plan.
1. Employers with high-end “Cadillac” health plans: determine the amount of excess premium; calculate and pay taxes as required.

2. The per-head fees that started in 2012 no longer apply to plan years ending after 9/30/19.

Health Care Reform Summary and Timeline

On March 23, 2010, President Obama signed historic health care reform legislation into law when he signed the Patient Protection and Affordable Care Act (PPCA). Then on March 20, 2010, the President signed the Health Care and Education Reconciliation Act of 2010. These two laws together will affect health insurance and higher education funding for all Americans, with a particularly strong impact on employers who sponsor group health plans. The requirements of the law will take effect over the next few years as follows:

	2010

	High Risk Pool
	Any individual who has been uninsured for at least 6 months and has a pre-existing condition will be able to receive coverage through a high risk pool until 2014, when the exchanges will be in place. 

	Reinsurance for Early Retirees
	Health and Human Services (HHS) will establish a reinsurance program for employers who sponsor retiree medical coverage for retirees not eligible for Medicare. The program provides for reimbursement of claims at 80% of eligible expenses incurred between $15,000 and $90,000. The reinsurance program has a fixed $5 billion budget and ends 1/1/14.

	Grandfathering of Plans
	Individual and group health plans in effect as of 3/23/10 and plans in effect under a collective bargaining agreement that was ratified before 3/23/10.

· Family members of employees and new employees may enroll in the grandfathered plan in the future as long as the plan allowed family coverage as of 3/23/10.

· Grandfathered plans must disclose to participants every time it distributes materials that the plan is grandfathered and is not subject to some requirements of the Affordable Care Act, including contact information for enrollees to have their questions and complaints addressed. 

Changes that will result in a LOSS of grandfathered status:

1. Cannot significantly cut or reduce benefits.

2. Cannot raise the percentage of co-insurance charges required under the plan.

3. Cannot significantly raise co-payment charges- grandfathered health plans may not raise no-payment charges more than the greater of $5 (adjusted annually for medical inflation) or a percentage equal to medical inflation plus 15 percentage points.

4. Cannot significantly lower employer contributions- grandfathered plans cannot decrease the percentage of the premium paid by the employer by more than 5 percentage points.

5. Cannot add or tighten an annual limit on what the insurer pays- grandfathered plans cannot tighten any annual dollar limit in place as of 3/23/10, and plans with no annual limit cannot put one in place unless they are replacing a lifetime dollar limit with an annual dollar limit that is at least as high as the lifetime limit.  This is viewed as more protective of high-cost enrollees.

6. Cannot change insurance companies- this does not apply when employers that provide their own insurance to their workers switch plan administrators or to collective bargaining agreements.

7. A plan will also lose grandfathered status if it forces participants to switch to another grandfathered plan that has less benefits or costs more or if it is bought by or merges with another plan in an effort to avoid complying with the law.

Grandfathered plans must still adhere to the following requirements (explained in more detail below):

1. Uniform summary of benefits 

2. No lifetime caps and restrictions on annual coverage limits 

3. Limits on recissions of coverage 

4. Adult child coverage 

5. No pre-existing conditions exclusions for children under age 19 

6. Maximum waiting period for benefits of 90 days 
7. No pre-existing conditions exclusions for anyone (effective 2014)

	Protection for Nursing Mothers
	Employers covered by the Fair Labor Standards Act (FLSA) must provide “reasonable” breaks to mothers to express milk for their infants who are up to one year old; a private space other than a restroom must also be provided. This amendment does not apply to employers with fewer than 50 employees if its requirements would “impose an undue hardship by causing the employer significant difficulty or expense.” The time does not have to be paid under FLSA. Many states have similar laws and the requirements of both the federal and state laws must be complied with as applicable to provide the greatest protection to employees.

	Retaliation Provisions
	Employers may not discriminate or retaliate against any individual who makes a complaint about noncompliance with the Reform laws, receives any subsidy, or participates in the Exchanges.

	Medicare Prescription Drug Coverage Gap
	The gap in Medicare prescription drug coverage, the “donut hole,” will be phased out by 2020. In 2010, a one-time $250 rebate will be paid to each enrollee who enters the donut hole. In 2011, a 50% discount on brand name drugs will be provided with funding by pharmaceutical manufacturers. Starting in 2011 the donut hole will be phased down until it reaches a 25% coinsurance in 2020.

	Small Employer Tax Credits
	Small employers with 10 or fewer Full Time Equivalent (FTE) employees earning less than $25,000 may be eligible for a tax credit of 35% of health insurance costs. Companies with 11 to 25 FTE workers earning up to $50,000 may be eligible for partial credits.  After exchanges are in place, the credit will increase to 50% for the first two years the company buys insurance through the exchange.


	1st Day of Plan Year After September 23, 2010

	Limits on Coverage
	Lifetime caps on coverage are prohibited. Annual caps are also prohibited; however, between now and 2014 plans may place limits on nonessential benefits only.

	No Recission of Coverage
	Plans may not cancel the policies of people who fall ill. Policies can only be cancelled if the participant engaged in fraud or intentional misrepresentation of material fact.

	Pre-Existing Conditions
	Children under the age of 19 with pre-existing conditions can not be denied coverage.

	Adult Child Coverage Requirements
	Dependent children must be offered coverage under their parents’ plans until they turn 26 whether married or unmarried. Adult child coverage is exempt from federal taxes through the end of the tax year in which the child turns 26. 

	Preventative Care

*not applicable if grandfathered
	Coverage for preventative care must be covered without cost sharing, including immunizations, preventative care and screenings for infants and adolescents, and preventative care for women. Prior authorization and referrals for OB/GYN services are prohibited.

	Emergency Services 

*not applicable if grandfathered
	Participants may use emergency services without prior authorization and at in-network rates, even if the emergency facility or provider is out-of-network.

	Primary Care Providers

*not applicable if grandfathered
	Plans that require participants to establish a primary care provider must allow any available participating provider to be used as a primary care provider, including pediatricians.

	Appeals Process Expanded

*not applicable if grandfathered
	Plans must establish an effective external appeals process that meets or exceeds state law or the NAIC model. Notice of these processes and the availability of any assistance must be provided to enrollees in a culturally and linguistically appropriate manner, meaning that notices may need to be provided in multiple languages. Enrollees must be allowed to review their files, present evidence and testimony, and receive continued coverage pending the outcome of the appeals process.

	Non-Discrimination Rules Expanded 

*not applicable if grandfathered
	Insured and uninsured plans may not discriminate in favor of highly compensated employees (those earning in the top 25% at their employer).

	Long-Term Care (CLASS Act)
	A new public long-term care program will require all employers to enroll employees unless the employee elects to opt out.

	Auto Enrollment
	Employers with 200 or more employees must automatically enroll employees in their group health plan and allow employees the opportunity to opt out if they can demonstrate they have other coverage.


	2011

	Medical FSA’s, HSA’S, and HRA’S
	Over-the-counter drugs no longer reimbursable by medical FSA’s, HSA’S, or HRA’S unless a health care provider provides a written prescription.

	Penalties for Non-Qualified Distributions from HSA’s and Archer MSA’s
	The tax imposed on non-qualified distributions increases from 10% to 20%.

	W-2 Reporting
	The cost of employer-sponsored coverage must be reported each year on the employee’s W-2; excludes FSA’s, HRA’s, and Archer medical savings accounts.

	Uniform Summary of Benefits
	HHS will develop standards by March 23, 2011 for providing summaries of benefits and coverage explanations. Uniform summaries of benefits must be provided to plan participants by March 23, 2012. Notice of material modifications to plan benefits thereafter must be provided at least 60 days before they become effective. 


	2012

	Per-Head Fee
	Insured and self-insured plans will be charged a $2 fee for each covered life under the plan for each plan year ending after September 30, 2012 ($1 for plan years ending during fiscal year 2013). In 2014, the per-head charge will increase by the percentage increase in health care spending and does not apply to plan years ending after September 30, 2019. The fees collected will f und a “Patient-Centered Outcomes Research Trust Fund.” 


	2013

	Medical FSA’s Limits
	There will be an annual limit on the maximum election for medical FSA’s of $2500 per year. Cost of living increases may occur annually thereafter.

	Employee Notice
	By March 1, 2013, employers must provide notice to employees regarding the availability of the insurance exchange, the availability of premium credits and cost-share reductions if the plan’s share of the costs of benefits is less than 60%, and that if the employee purchases coverage through an exchange and the employer is providing minimum essential coverage the employee will lose the benefit of the employer subsidy under the plan. New employees must receive this notice at their time of hire beginning March 1, 2013.

	Taxation of Retiree Drug Subsidies (Medicare Part D)
	Employers will be taxed on subsidies they receive for maintaining retiree drug coverage for Medicare-eligible employees. Employers will be required to report any subsidies they receive for providing creditable prescription drug plans for their retirees as gross income.

	Taxes for High-Income Families
	Families with annual gross income higher than $250,000 will have additional 3.8% tax on all investment income and contribute higher amounts to Medicare through payroll taxes. 


	2014

	Guaranteed Coverage
	Coverage must be available to everyone with no pre-existing conditions exclusions or recissions of coverage.

	Essential Benefits

*not applicable if grandfathered
	HHS will establish essential benefits and types of coverage required of all plans. Essential benefits must include at least: 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, and pediatric services including oral and vision care. Plans must also provide coverage for clinical trial participation. 

	Medicaid Expansion
	Medicaid will be expanded to cover more low-income individuals with incomes up to 133% of the federal poverty level.

	Exchanges and Subsidies
	· States will be required to have Health Care Exchanges where individuals and small businesses will be able to pool together to buy insurance.

· Small employers (100 employees or less) will have the ability to purchase insurance at lower rates through these exchanges.

· Large employers (more than 100 employees) will be able to participate in Exchanges in 2017 if states choose to allow.

· Premiums capped at a percentage of income from 3% to 9.5%.

· Each state must offer at least two multistate plans. 

	Individual Coverage Requirements and Penalties
	· Individuals are required to purchase insurance by 2014 or pay a penalty, which is the greater of $95 or 1% of gross annual income for the first year and subsequently increases to $695 or 2.5% of income.

· Waivers will be available for those who cannot find a policy that costs less than 8% of their income, for families who fall below the income-tax filing thresholds, members of Indian tribes, religious objectors, individuals not lawfully present in the U.S. and incarcerated individuals.

· Individuals who cannot find a plan that costs less than 8% of their income, regardless of age, will also be eligible to purchase catastrophic policy that otherwise would be limited to individuals under age 30.

· Individuals would be able to receive a sliding scale of tax credits if they have income between 100% and 400% of the federal poverty level. If employer coverage is available that meets the minimum standards, the employee is not eligible for this tax credit/subsidy unless their income is less than 400% of the federal poverty level, the employer plan is unaffordable (costs more than 9% of their income), or does not cover at least 60% of their benefits. This is in addition to the “free choice vouchers.”

	Employer-Sponsored Coverage
	ALL EMPLOYERS- Group health plans will be prohibited from setting rates or denying coverage based on pre-existing conditions, from placing excessive waiting periods on eligibility for benefits for new hires (90-day maximum), and from placing annual and lifetime dollar limits on benefits. Insurers will only be able to vary premiums based on geographic location, age, and tobacco use. 
· Group health plans will be required to cover specific services and at least 60% of employee health costs overall.. 
· Employees who pay more than 9.5% of their income on premiums or whose group health plan covers less than 60% of the cost of their benefits will be eligible to purchase coverage through the state-run exchange.

· Employers that offer coverage must also provide a “free choice voucher” to any employees with incomes between 133% and 400% of the federal poverty level (currently about $29,327 to $88,000 for a family of four) if that employee’s share of the premium is between 8% and 9.8% of his or her income and the employee enrolls in an exchange. The amount of the voucher is the amount the employer would have paid for the employee under the employer’s group health plan. Employers providing free choice vouchers are exempt from the penalties for employees receiving premium credits for coverage purchased through the exchange. Free choice vouchers are not taxable income.

SMALL AND MID-SIZE EMPLOYERS- A grant program will be established to encourage small and mid-sized employers to develop workplace wellness programs. Specific requirements for wellness programs will be established similar to the current requirements under HIPAA. Definitions for what employers are considered small and mid-sized will be established for this. 
EMPLOYERS WITH 50+ EMPLOYEES- “Play or Pay” = Beginning in 2014, tax penalties will be assessed for companies with 50+ FTE employees that do not provide health insurance up to $2,000 per employee, with the first 30 employees being exempt.
· Any employer 50+ employees that does not offer coverage but has at least 1 full time employee receiving the premium assistance to purchase coverage through the exchange will be required to pay the lesser of $3,000 for each employee receiving that credit or $750 for each of their full time employees.


	2018

	Tax on Cadillac Health Plans
	Employers will be taxed on high-end “Cadillac” health plans (those with total premiums of $10,200 or more for singles and $27,500 for families) each year. The excess premium will be subject to a 40% tax. HSA’s, HRA’s and FSA’s are included for purposed of calculating this tax. Free-standing dental and vision benefits are not taxable benefits for purposes of determining this tax. 


Additional Fundraising Measures

· Eliminates the Medicare Part D tax deduction.

· Creates a 10% tax on indoor tanning.

· $2 billion fee annually on pharmaceutical and medical device manufacturers.

· $6 billion fee annually on health insurance companies with $50 million in profits, prorated based on profits. 

Student Loan Administration

The Health Care and Education Reconciliation Act of 2010 also includes changes to the college student loan system by cutting commercial banks out of the process. Additional funds will be funneled into the Pell Grant program, student loan repayments will be capped at 10% of discretionary income, and loan balances will be forgiven after 20 years of timely payments.

For specific questions, contact KTB’s Health Care Reform Task Force at reform@ktbenefits.com. 
Grandfathered Health Plans

The Patient Protection and Affordable Care Act (PPACA, as amended by the Health Care and Education Act) provides for the grandfathering of existing health insurance plans.  Plan administrators will need to evaluate the status of their plan and determine if the plan will be grandfathered.

What is a Grandfathered Health Plan?

A grandfathered health plan is an existing group or individual health plan in effect on 3/23/10, or in effect under a collective bargaining agreement that was ratified before 3/23/10.  Grandfathered health plans will be permitted to make routine changes that do not significantly cut benefits or increase the cost of the plan to participants.  

What Provisions of the Health Care Reform Laws Apply to Grandfathered Health Plans?

· Uniform summary of benefits (2011)

· No lifetime caps and restrictions on annual coverage limits (2011)

· Limits on recissions of coverage (2011)

· Dependent to age 26 coverage unless the dependent is eligible for other employer-sponsored group health benefits (2011)

· No pre-existing conditions exclusions for children under age 19 (2011)

· Maximum waiting period for benefits of 90 days (2011)

· Dependent to age 26 coverage regardless of whether other employer-sponsored group health benefits are available (2014)

· No pre-existing conditions exclusions for any participant (2014)

Grandfathered plans are exempt from the following requirements:

· Nondiscrimination rules. (Effective at renewal after 9/23/10)

· Essential benefits with no cost sharing requirements. (Effective at renewal after 9/23/10)

· Expanded appeal process. (Effective at renewal after 9/23/10)

· Preventive care coverage requirements. (Effective at renewal after 9/23/10)

· Emergency services coverage with no prior authorization at in-network rates and do not have to allow out-of-network expenses under the same cost structure applicable to in-network emergency services. (Effective at renewal after 9/23/10)

· Clinical trial coverage. (Effective at renewal after 9/23/10)

· Choice of primary care physician, even if the provider is a pediatrician or OB/GYN. (Effective at renewal after 9/23/10)

· No annual reporting to Health and Human Services required regarding healthcare quality and wellness programs. (Effective at renewal after 9/23/10)

· Cost sharing limits and deductible limitations (January 2014)

What Changes are Permitted for Grandfathered Health Plans?

· Participants currently enrolled in the health plan may re-enroll at renewal.

· Dependents may enroll if enrollment of dependents was permitted for the plan as of 3/23/10.

· New employees and their dependents may enroll in the plan if the enrollment of new employees and dependents was permitted by the plan as of 3/23/10.

· A grandfathered health plan in effect under a collective bargaining agreement that was ratified before 3/23/10 may make any changes required to comply with the collective bargaining agreement until 2014.

· Any change that is not included in the below list of what is not permitted of grandfathered plans.

What Changes are NOT Permitted for Grandfathered Health Plans?

Compared to the plan in effect as of 3/23/10, grandfathered health plans will lose their grandfathered status if any of the following changes are made:

· Cannot significantly cut or reduce benefits.

· Cannot raise co-insurance charges- grandfathered plans cannot raise the percentage of co-insurance required under the plan.

· Cannot significantly raise co-payment charges- grandfathered health plans may not raise co-payment charges more than the greater of $5 (adjusted annually for medical inflation) or a percentage equal to medical inflation plus 15 percentage points.

· Cannot significantly lower employer contributions- grandfathered plans cannot decrease the percentage of the premium paid by the employer by more than 5 percentage points.

· Cannot add or tighten an annual limit on what the insurer pays- grandfathered plans cannot tighten any annual dollar limit in place as of 3/23/10, and plans with no annual limit cannot put one in place unless they are replacing a lifetime dollar limit with an annual dollar limit that is at least as high as the lifetime limit.  This is viewed as more protective of high-cost enrollees.

· Cannot change insurance companies- this does not apply when employers that provide their own insurance to their workers switch plan administrators or to collective bargaining agreements.

A plan will also lose grandfathered status if it forces participants to switch to another grandfathered plan that has less benefits or costs more or if it is bought by or merges with another plan in an effort to avoid complying with the law.

Disclosure Requirement for Grandfathered Plans

Grandfathered plans must disclose to participants every time it distributes materials that the plan is grandfathered and is not subject to some requirements of the Affordable Care Act.  The disclosure must include contact information for enrollees to have their questions and complaints addressed.

Grandfathered Health Plan Status Disclosure Template

*Note: The Affordable Care Act requires grandfathered health plans to include a disclosure in any plan materials provided to a participant or beneficiary describing the benefits provided under the plan.  Plan materials include plan documents, summary plan descriptions, and open enrollment materials.  The disclosure may be provided separately or incorporated into the actual document and must be included until the plan loses grandfathered health plan status. The language below can be used to satisfy the disclosure requirement for grandfathered health plans.

This group health plan believes this plan is a “grandfathered health plan” under the Patient Protection and Affordable Care Act (the Affordable Care Act).  As permitted by the Affordable Care Act, a grandfathered health plan can preserve certain basic health coverage that was already in effect when that law was enacted.  Being a grandfathered health plan means that your [plan or policy] may not include certain consumer protections of the Affordable Care Act that applies to other plans, for example, the requirement for the provision of preventive health services without any cost sharing.  However, grandfathered health plans must comply with certain other consumer protections in the Affordable Care Act, for example, the elimination of lifetime limits on benefits.

Questions regarding which protections apply and which protections do not apply to a grandfathered health plan and what might cause a plan to change from grandfathered health plan status can be directed to the plan administrator at [insert contact information].  You may also contact the Employee Benefits Security Administration, U.S. Department of Labor at 1-866-444-3272 or www.dol.gov/ebsa/healthreform.  This website has a table summarizing which protections do and do not apply to grandfathered health plans. 

Early Extension of Dependent to Age 26 Coverage –Participating Carriers               

The health care reform laws require group health plans to provide coverage to dependent children to age 26 beginning with the first plan year after 9/23/10.  Several insurance carriers, however, are extending this coverage before the required date in September with some restrictions.  The following carriers are participating in this early extension:

· Blue Cross and Blue Shield of Alabama

· Blue Cross Blue Shield of Delaware

· Blue Cross and Blue Shield of Arizona, Inc.

· Blue Cross and Blue Shield of Florida

· Arkansas Blue Cross and Blue Shield

· Blue Cross and Blue Shield of Hawaii

· Blue Shield of California

· Blue Cross of Idaho Health Service

· Regence Blue Shield of Idaho

· Wellmark Blue Cross and Blue Shield of Iowa

· Health Care Service Corporation

· Blue Cross and Blue Shield of Kansas

· Blue Cross Blue Shield Association

· Blue Cross and Blue Shield of Louisiana

· WellPoint, Inc.

· CareFirst Blue Cross and Blue Shield

· Blue Cross and Blue Shield of Massachusetts

· Blue Cross and Blue Shield of Kansas City

· Blue Cross and Blue Shield of Michigan

· Blue Cross and Blue Shield of Montana

· Blue Cross and Blue Shield of Minnesota

· Blue Cross and Blue Shield of Nebraska

· Blue Cross & Blue Shield of Mississippi

· Horizon Blue Cross and Blue Shield of New Jersey, Inc.

· HealthNow New York, Inc.

· The Regence Group

· Excellus Blue Cross and Blue Shield

· Capital Blue Cross

· Blue Cross and Blue Shield of North Carolina

· Independence Blue Cross

· BlueCross BlueShield of North Dakota

· Highmark, Inc.

· Blue Cross of Northeastern Pennsylvania

· BlueCross and BlueShield of Tennessee

· Blue Cross and Blue Shield of Vermont

· Blue Cross & Blue Shield of Rhode Island

· Premera Blue Cross

· Blue Cross and Blue Shield of South Carolina

· Blue Cross and Blue Shield of Wyoming

· Kaiser Permanente

· Cigna

· Aetna

· United

· WellPoint

· Humana

· Capital District Physicians’ Health Plan (CDPHP), Albany, NY
· Capital Health Plan, Tallahassee, FL
· Care Oregon, Portland, OR
· Emblem Health, New York, NY
· Fallon Community Health Plan, Worcester, MA
· Geisinger Health Plan, Danville, PA
· Group Health, Seattle, WA

· Group Health Cooperative of South Central Wisconsin, Madison, WI

· Health Partners, Minneapolis, MN

· Independent Health, Buffalo, NY

· Kaiser Foundation Health Plan, Oakland, CA

· Martin’s Point Health Care, Portland, ME

· New West Health Services, Helena, MT

· The Permanente Federation, Oakland, CA

· Priority Health, Grand Rapids, MI

· Scott & White Health Plan, Temple, TX

· Security Health Plan, Marshfield, WI

· Tufts Health Plan, Waltham, MA

· UCARE, Minneapolis, MN

· UPMC Health Plan, Pittsburgh, PA
Early Extension of Dependent to Age 26 Coverage – Sample Template for Employee Communication
[DATE]

Dear Employee:

Part of the new health care legislation coming into effect later this year will require dependent coverage up to age 26.  Instead of waiting, [COMPANY NAME] is extending this coverage early for graduating college students who currently are covered under their parents’ medical benefits.  

Any existing covered dependent who would, under the existing plan requirements, no longer be eligible for coverage as a result of his or her graduation from any accredited college or university on or after [CARRIER EFFECTIVE DATE], will still be considered to be an eligible dependent under the plan.  Coverage for these dependents will not terminate upon graduation.  Dependents who lost coverage due to age or college graduation before [CARRIER EFFECTIVE DATE] will not be able to enroll at this time; this extension only applies to currently enrolled dependents.

This extension of dependent coverage will only last until the dependent reaches the age of 26 and only if the dependent does not have access to other employer-sponsored coverage.  If a covered dependent becomes eligible for other employer-sponsored coverage at any time, that dependent and the covered employee must notify [ENTER COMPANY REPRESENTATIVE TITLE OR NAME AND CONTACT INFORMATION] immediately.

If you have any questions, please contact [ENTER CONTACT NAME AND CONTACT INFORMATION OF PERSON RESPONSIBLE FOR PLAN ADMINISTRATION].

Sincerely,

[COMPANY REPRESENTATIVE SIGNATURE]

W-2 Reporting Requirement

Health care reform requires employers to report the aggregate cost of employer-sponsored health coverage on employees’ Form W-2s.  The new reporting rules applies to employees’ tax years beginning after 12/31/10; however, payroll systems need to be updated to accommodate this change by 1/1/11 since employees are entitled to request their Form W-2s early if they terminate employment during the year.  Form W-2s reporting this new information must be available no later than 2/1/11 in the event that an employee requests one.

Reporting must include coverage costs for: medical plans, prescription drug plans, executive physicals, on-site clinics if they provide more than de minimus care, Medicare supplemental policies, and employee assistance programs.  Dental and vision plans are included unless they are stand-alone plans.  The cost of coverage under health flexible spending accounts, health savings accounts and specific disease or hospital/fixed indemnity plans is specifically excluded from the reporting requirement.

The aggregate cost of coverage under the plans, including employee and employer portions of the cost, will be determined under rules similar to COBRA.  Currently, the rules appear to require a monthly calculation of the value and additional regulations are needed to clarify how to report coverage of less than a full month.  Regulations, including a formula to aid employers in determining the value of plans, are currently being developed.  

Reporting is required for current as well as former employees who are provided health coverage, including retirees and COBRA participants.  Since employers are not typically required to provide Form W-2s to these individuals this may result in an increase in the overall W-2 reporting requirements.

Appeals Process Requirements
Most group health plans include an appeals process within the plan documents or summary plan description.  For fully-insured and self-insured group health plans that are not grandfathered, there are specific requirements for those appeals processes for plan years beginning on or after September 23, 2010.  

Plans must now:

1. Establish an internal claims process;

2. Provide notice to all enrollees, in a culturally and linguistically appropriate manner, of the available internal and external appeals processes and the availability of any applicable office of health insurance consumer assistance or ombudsman to assist them with the appeals process;

3. Allow enrollees to review their files, present evidence and testimony as part of the appeals process, and receive continued coverage pending the outcome of the appeals process; and

4. Implement an external review process that meets applicable state requirements and guidance.  State requirements and guidance are expected to be issued by the Department of Health and Human Services (HHS).

Plan sponsors and administrators should review any already established appeals process for compliance with these new standards.  If no appeals process is currently in place, one should be developed and incorporated into the plan at the time of renewal.
As additional information is available from HHS, these requirements will be expanded to provide more detail.

Non-Discrimination Rules

IRS Section 105 non-discrimination rules that already applied to self-insured plans will apply to fully-insured plans beginning in January 2011.  All group health plans (unless grandfathered) should be evaluated to ensure nondiscrimination requirements are met in compliance with this requirement.  The non-discrimination rules require that a plan not discriminate in favor of highly compensated employees (HCEs) with regard to eligibility, contributions and benefits.  The IRS generally defines HCEs as those who are among the employer’s five highest paid officers, a shareholder who owns more than 10% of the value of the employer’s stock, or one of the highest-paid 25% of employees.  To ensure these requirements are met, there are specific tests which employers will be required to conduct. 

Non-Discrimination Tests:
1. Eligibility Test

To avoid eligibility discrimination, the plan must benefit 70% or more of all employees, or 80% or more of all eligible employees if at least 70% of all employees are eligible to benefit under the plan.  Generally, a plan will satisfy this requirement if all benefits available to HCEs are also available to all other employees.  

2. Contributions and Benefits Test
The plan cannot discriminate in favor of HCEs with regard to the availability and use of benefits, meaning that participants must be given equal opportunity to select benefits, contributions must be made in a non-discriminatory manner, and benefits must be utilized proportionately.  Therefore, the plan cannot discriminate in actual operation in addition to not discriminating in its design.

3. Key Employee Concentration Test
The benefits provided to key employees cannot exceed 25% of the total of benefits provided to all employees under the plan.  A key employee is an officer whose compensation exceeds $140,000, a more than 5% owner of the company, or a greater than 1% owner of the company with compensation greater than $150,000.

Failing Non-Discrimination Test:  If a plan fails any of the non-discrimination tests, HCEs/key employees may be taxed on the benefits received; other plan participants are not affected.  Plans may also be subject to a $100 per day excise tax for each instance of failure.
Conducting Non-Discrimination Tests: Non-discrimination tests can be conducted before the start of the plan year or at any time during the plan year.  However, keeping these requirements in mind when establishing how a plan will be designed and administered will help avoid headaches later.  The plan can be established to not discriminate from the beginning by ensuring the eligibility and contribution requirements are consistent for all employees.  When employees make their elections, the overall employee census and employee elections can be reviewed to ensure the benefits and key employee concentration requirements are actually met.  Failures can be corrected early to avoid making any benefits taxable.

Lactation Accommodation

The Affordable Care Act included an amendment to the Fair Labor Standards Act (FLSA) that requires employers to provide rest breaks to working mothers who wish to express breast milk and to provide an appropriate space, other than a bathroom, in which to express breast milk.  The amendment went into effect immediately upon the signing of the Act on March 23, 2010.

All employers are required to comply with the amendment.  Employers with fewer than 50 employees are exempt “if such requirements would impose an undue hardship by causing the employer significant difficulty or expense when considered in relation to the size, financial resources, nature, or structure of the employer’s business.”  The standard for an undue hardship is a high standard that should be carefully considered before an employer determines they are exempt from the requirement.

The space provided must be a place other than a bathroom that is shielded from view and free from intrusion.  The U.S. Department of Health and Human Services, health Resources and Services Administration, Maternal and Child Health Bureau provides the following recommendations for spaces that could be utilized by employers for lactation accommodation:

· A little used office or other room;

· A clean, infrequently used closet or small storage space;

· A section or corner of a room that is sectioned off with either permanent walls or portable partitions;

· A walled off corner of a lounge adjacent to the women’s restroom; or

· Adapt a small unused space that is not utilized for other needs.

Employers should consider providing locks for doors or “private” signs to further ensure privacy for the employee.

An employee may take the rest breaks to express breast milk for a “reasonable” amount of time for up to a year after the child’s birth.  A reasonable amount of time is not defined and could vary among different employees.  Employers will need to consider each situation separately when determining whether the time is reasonable.

Many states have also passed similar laws that may be more or less stringent than this federal amendment to the FLSA.  Employers must comply with whichever requirement provides the most benefit to the employee.  For example, California does not limit lactation accommodation to 1 year.  California employers and out of state employers with employees in California must provide accommodation for as long as the employee is nursing her baby. 

The FLSA does not require that break time be paid; however, state wage payment laws may require that the time be paid.  Breaks for nursing should be treated as any other rest or meal break would be treated.

Lactation Accommodation Sample Policy

[COMPANY NAME] supports breastfeeding mothers by accommodating mothers who wish to express breast milk during the workday when separated from her newborn child. 

For up to one year following the birth of the child,  any full time employee who is breastfeeding her own child or an adopted child will be provided reasonable break periods to express breast milk for her newborn. The employee and her immediate supervisor will agree on the times for these breaks. Employees may also utilize any paid break or meal time each day for purposes of expressing milk. 

Human Resources will work with each nursing mother to determine a private area in which they may express milk. 
Retaliation, harassment and discrimination in any way against an employee who chooses to express breast milk in the workplace are strictly prohibited.

The Company may require medical certification to support the stated intent of this policy.  Employees wishing to express milk in the workplace are encouraged to provide [INSERT COMPANY REPRESENTATIVE TITLE] or their supervisor as much notice as possible to allow the opportunity to establish a location and schedule.
Early Retiree Reinsurance Program

In an effort to make health benefits more affordable for plan participants and sponsors, the Affordable Care Act included a retiree reinsurance program.  With this program, employers providing group health coverage to early retirees may apply for reimbursement for up to 80% of the costs incurred and paid between $15,000 and $90,000 during the plan year.  The funds made available for these reimbursements as part of the Affordable Care Act are limited to $5 billion total and are available on a first come, first served basis.  The funds are available until exhausted or until January 1, 2014, whichever occurs first.  Employers who may qualify for reimbursement should prepare to submit applications quickly since the funds are expected to be exhausted very quickly.  

Early Retirees:  Early retirees are participants in an employer-sponsored health plan age 55 or older, not active employees, and not eligible for Medicare.  This includes spouses and other dependents of the retiree regardless of their age and Medicare eligibility.

Employer Requirements:  To be eligible, an employer’s plan must include provisions that generate cost savings for participants with chronic and high-cost conditions.  The employer must maintain policies and procedures to detect and reduce fraud, waste and abuse.  There must be a written agreement in place permitting required disclosures between the plan, insurer and employer.

How to Apply:  Employers must submit an application for each plan year they sponsor to the Department of Health and Human Services (HHS).  Although the application is not available yet, a draft application has been made available that employers may use to prepare for the final application.  The final version of the application, which employers may complete and submit to HHS, is expected to be available at the end of June.
As part of the application process, employers will be required to estimate the amount of claims that will be reimbursed under the program for the first two plan years and must state how the reimbursements will be used to reduce premiums and out-of-pocket expenses for participants, reduce benefit and premium costs for the employer, or both.  Employers are required to maintain their current level of contributions rather than using the reimbursements to reduce costs solely for the employer.  

Employers who may be eligible for reimbursement should review the following resources in the KTB HR Library to be prepared when the final application becomes available:

1. FACT SHEET: The Affordable Care Act’s Early Retiree Reinsurance Program (www.healthreform.gov/affordablecareact.html)

2. Early Retiree Reinsurance Program Application FAQs

3. Early Retiree Reinsurance Program Application Instructions

4. Early Retiree Reinsurance Program DRAFT Application

CLASS Act Limited Long-Term Care Coverage

The Community Living Assistance Services and Supports Act (CLASS Act), signed into law as part of the Affordable Care Act, creates a voluntary national program providing limited long-term-care (LTC) coverage.  Coverage through the federal program would provide a daily cash benefit of approximately $50 per day (adjusted for inflation) for services such as respite care, home care aides and accessible transportation.  The benefit increases to approximately $75 (adjusted for inflation) if the enrollee becomes institutionalized.  

Employers have the option of either participating in the federal program, choose to provide coverage through a private insurance option, or both. Employers choosing to participate in the federal program will be required to allow employees to pay premiums through payroll deductions.  Employers will also be required to establish an automatic enrollment process to allow employees to either opt out of the program or to enroll and pay premiums.

Important Considerations:

· All premium costs can be charged to the employee.

· Although the CLASS Act is technically effective January 1, 2011, the federal plan and final regulations must be established before employers are able to participate.  The Department of Health and Human Services is required to publish a final regulation no later than October 1, 2012.  Employers will not be able to allow employees to participate in the program until it is established.  For right now, employers are not able to take action towards participating in the program and should continue to look at private insurance options for this type of coverage.  
· Most participants are not covered until they contribute into the program for 5 years, with limited exceptions. 

· The Department of Health and Human Services will determine contribution amounts prior to the implementation of the program.
What to do Now:  Clients who currently have private long term care insurance should consider maintaining their coverage.  Clients who do not have coverage now should consider long term care insurance as a protection for themselves and their families.  

The coverage established by the CLASS Act is intended to supplement private long-term-care insurance, not to replace it.  Since the benefit is limited and information on costs and coverage have yet to be determined, employers should still consider coverage through a private insurer and allow access to the federal program when it becomes available as an additional supplement to the private insurance benefit.  
KTB will continue to monitor any new information available regarding the CLASS Act.
Preventive Services

The Patient Protections and Affordable Care Act (PPACA) requires group health plans and insurers to provide preventive health services without cost-sharing. On July 19th, 2010, the Department of Health and Human Services (HHS) published regulations outlining the covered preventive services and cost-sharing requirements.  The preventive services requirements apply to non-grandfathered plans beginning at the first renewal after September 23, 2010.  

The regulations require that non-grandfathered plans, regardless of whether the plan is self-insured or fully insured, cover preventive services that have strong scientific evidence of their health benefits without any co-payment, co-insurance or deductible when the services are provided by an in-network provider.  Plans are not required to provide coverage for the recommended preventive services when the provider is out-of-network.  Group health plans and insurers must also comply with any state mandate that provides greater protections to the insured.

Plans that cover preventive services beyond what the new law requires may apply cost-sharing requirements for the additional services. 

New recommended services that are included under the law must be covered by a plan beginning with the first plan year that starts one year after the recommendation or guideline under the Public Health Services Act are issued.  Since PPACA preventive services requirements take effect for plan years beginning after September 23, 2010, any recommendations and guidelines issued before September 23, 2009 must be provided for that plan year.  
Covered Preventive Services
The recommendations that must be included as of the beginning of the plan year after September 23, 2010 can be found in the KTB Library in the Benefits section and include the following:  

1. Evidence-based items or services that have in effect a rating of A or B in the current recommendations of the United States Preventive Services Task Force (Task Force) with respect to the individual involved.

2. Immunizations for routine use in children, adolescents, and adults that have in effect a recommendation from the Advisory Committee on Immunization Practices of the Centers for Disease Control and Prevention (CDC) with respect to the individual involved.  A recommendation of the Advisory Committee is considered to be “in effect” after it has been adopted by the Director of the CDC.  A recommendation is considered to be for routine use if it appears on the Immunization Schedules of the CDC.

3. With respect to infants, children, and adolescents, evidence-informed preventive care and screenings provided in the comprehensive guidelines supported by the Health Resources and Services Administration (HRSA). 

4. With respect to women, evidence-informed preventive care and screening provided for in comprehensive guidelines supported by HRSA (and not otherwise addressed by the recommendations of the Task Force). HHS expects to issue guidelines no later than August 1, 2011. 

Additional information, as well as the full list of preventive services recommendations and guidelines that must be covered can be found at http://www.healthcare.gov/center/regulations/prevention.html.  This site will be updated as new recommendations and guidelines are released.  Plans need only check the site once per year to find any regulations that have been issued or recommended as of the beginning of the previous plan year (for example, a plan that begins January 1, 2011 must include any recommendations or guidelines that were issued before January 1, 2010.)
Cost-Sharing
When the recommended preventive service is provided during an office visit: 
· If a recommended preventive service is billed separately (or is tracked separately as individual encounter data) from an office visit, then a plan or issuer may apply cost-sharing requirements with respect to the office visit. 

· If a recommended preventive service is not billed separately (or is not tracked separately as individual encounter data) from an office visit and the primary purpose of the office visit is the delivery of such a preventive item or service, then a plan or issuer may not apply cost-sharing requirements with respect to the office visit. 

· Finally, if a recommended preventive service is not billed separately (or is not tracked separately as individual encounter data) from an office visit and the primary purpose of the office visit is not the delivery of such a preventive item or service, then a plan or issuer may apply cost-sharing requirements with respect to the office visit. 

Lifetime and Annual Limits

The Affordable Care Act prohibits group or individual health insurance plans from imposing lifetime or annual limits on the dollar value of health benefits.
These prohibitions against limits do not apply to health FSA, MSAs, or HSAs.  HRAs that are integrated with other coverage as part of a group health plan are permissible since the group health plan satisfies the requirement on its own.  

The regulations allow restricted annual limits with respect to essential health benefits (regulations defining essential health benefits are expected) for group health plans beginning before January 1, 2014.  Plans beginning after January 1, 2014, will no longer be able to impose annual limits on essential health benefits regardless of the grandfathered status of the plan.  The annual limits on essential health benefits must be at least:
· $750,000 for plan years beginning on or after September 23, 2010 but before September 23, 2011;

· $1.25 million for plan years beginning on or after September 23, 2011 but before September 23, 2012; and

· $2 million for plan years beginning on or after September 23, 2012 but before January 1, 2014.
These minimum limits must be applied on an individual by individual basis and not applied per family.  
Notice Requirement and Special Enrollment Period

Notice that the lifetime limit no longer applies must be provided to individuals who are otherwise eligible for coverage under the plan but previously reached a lifetime limit under that plan before the effective date of this requirement (the effective date is the first renewal date of the plan that occurs on or after September 23, 2010).  If that individual is no longer enrolled in the plan, a special enrollment opportunity must be provided.

Both the notice and the special enrollment opportunity must be provided by the first day of the plan year after September 23, 2010.  Any individual eligible for this enrollment period must be treated as a special enrollee and allowed the opportunity to enroll in any benefits available to similarly situated active employees.
High Risk Pools: NJ Protect
NJ Protect is New Jersey’s health plan for uninsured adults with pre-existing conditions. This plan offers temporary coverage until the full provisions of the health care reform take effect in January 2014.  To apply, interested individuals may download the application online at http://www.state.nj.us/dobi/division_insurance/njprotect/index.htm.  Interested individuals may also contact Horizon Blue Cross and Blue Shield of NJ directly online at www.horizonblue.com, by phone at 888-551-2130, or by mail at P.O. Box 1330 Newark, NJ 07101-1330.
What NJ Protect Covers: 

· Office visits

· Hospital care including emergency room

· Care and treatment of injury and illness by surgical and non-surgical means

· Transplant benefits

· Prenatal and maternity care

· Immunizations and well-child care

· Screenings, including mammograms, pap smears and prostate exams

· X-ray and laboratory services

· Blood and blood products

· Anesthesia

· Ambulance service

· Durable medical equipment

· Prosthetics and orthotic appliances

· Biologically based mental illness and alcoholism services

· Certain non-biologically based mental illness and substance abuse services

· Home health care

· Hospice care

· Rehabilitation services

· Therapy services (physical, occupational, speech, etc.)

· Prescription rugs

· Certain infant formulas

Eligibility: To be eligible, you must be a U.S. citizen or lawful resident, be a NJ resident, have a pre-existing condition, have been without any creditable coverage for the previous 6 months, and NOT be eligible for coverage under Medicare or a group plan.

Cost: The monthly premium for NJ Protect varies based on the chosen plan and the age of the participant, ranging from $212.63 to $767.95 per month.  Cost sharing also varies depending on the chosen plan; however, all the plans have a $5,000 maximum out-of-pocket limit per year.

High Risk Pools: PA Fair Care
PA Fair Care is Pennsylvania’s health plan for uninsured adults with pre-existing conditions.  This plan offers temporary coverage until the full provisions of the health care reform take effect in January 2014.  Applications for PA Fair Care are now being accepted online at www.pafaircare.com.  This website also includes frequently asked questions and detailed information about the application process.

What PA Fair Care Covers: 

· preventive care 

· physician services 

· diagnosis and treatment of illness or injury, such as laboratory tests, x-rays, wound dressing and casting to immobilize fractures

· therapy services

· skilled nursing

· maternity and newborn care (up to 31 days)

· inpatient hospitalization

· outpatient hospital services

· emergency accident and medical care

· prescription medications

· durable medical equipment

· serious mental illness

· hospice

PA Fair Care does not cover: services not medically necessary; services or supplies that are experimental or investigative except routine costs for clinical trials; hearing aids, hearing exams/tests for the prescription/fitting of hearing aids, and cochlear electromagnetic hearing devices; assisted fertilization techniques; alternative therapies/complementary medicine; dental care; routine foot care, unless medically necessary or associated with the treatment of diabetes; foot orthotics, except for those required for the prevention of complications associated with diabetes; contraceptive devices; immunizations for travel or employment; service or supplies payable under workers’ compensation, motor vehicle insurance, Medicare or other legislation of similar purpose; cosmetic services/supplies; vision care; services for mental health conditions other than serious mental illness; abortions, except in cases of rape or incest, or where the life of the woman would be endangered.

Eligibility: To be eligible, you must be a U.S. citizen or lawful resident, be a PA resident, have a pre-existing condition, and be uninsured for the previous 6 months.
Cost: The monthly premium for PA Fair Care is about $283 per month, plus applicable copays and coinsurance.
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