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Agenda 

• Upcoming requirements  

• Recent developments 

• Regulatory landscape  
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2012 2013 2014 2018 

•Comparative 

Effectiveness 

Research Fee 

•W-2 reporting of health 

value  

•Summary of Benefits 

and Coverage 

•Women’s Preventive 

Health Coverage 

 

 

•Health care FSA 

drops to $2,500 

•Employer 

notifications 

regarding Exchanges 

and subsidies 

•Medicare tax 

•RDS tax 

 

•Play or Pay  

•No annual limits on 

“essential health 

benefits” 

•Auto-enrollment in 

health plans* 

•Allowable wellness 

incentives increased to 

30%  

•Employer reporting 

requirements 

•Health insurance 

fees/taxes 

•Cadillac Tax 

Potential loss of grandfathered plan status, if applicable.  

Upcoming Requirements for Group Health Plans 

*Effective date pending regulations 



Summary of Benefits and Coverage (SBC) 

• Plan sponsors and carriers must create SBCs for each benefit package 

effective March 23, 2012 (unless extended). 

• What is it?  

o A “short” explanation of coverage and cost-sharing provided in a uniform format 

(standalone, 4 double-spaced pages, 12 point font) 

• The template developed by NAIC has four sections appearing on six pages: 

o Important questions, “Why it matters” and a disclaimer (page 1) 

o List of common medical events and services (pages 2 – 4) 

• Shows cost-sharing for network and non-network providers 

• Shows limitations and exceptions 

• Shows excluded services and covered services 

• Describes continuation rights & grievance/appeal rights 

o Coverage examples (pages 5 – 6) 

• Shows how a plan might cover medical care for having a baby, treating breast cancer 

and managing diabetes 

• Includes Q&As about coverage examples 

• Ironically, the instructions are 15 pages long.   
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Summary of Benefits and Coverage 

• Who provides SBCs? 

o For a self-insured group health plan, the plan administrator 

o For a fully-insured group health plan, both the plan administrator and the health 

insurance issuer  

• Issuers & administrators must send SBCs to participants & beneficiaries 

• Issuers must send SBCs to plan sponsors 

• When do they have to be provided? 

o With initial enrollment and annual enrollment materials 

o Within 7 days of a special enrollment or other request 

o 60 days before a mid-year material change 

• How can they be distributed? 

o Paper 

o Electronic delivery 

• Who receives SBCs? 

o Participants & beneficiaries of group health plans (all ELIGIBLE employees) 

o Plan sponsors of fully-insured group health plans 
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SBC Resources 

• Completed template  

http://www.dol.gov/ebsa/pdf/SBCSampleCompleted.pdf  

• Instructions (group plans)       

http://www.dol.gov/ebsa/pdf/SBCInstructionsGroup.pdf 

• Why it matters “Yes” answers 

http://www.dol.gov/ebsa/pdf/SBCYesAnswers.pdf  

• Why it matters “No” answers 

http://www.dol.gov/ebsa/pdf/SBCNoAnswers.pdf  

• Uniform glossary          

http://www.dol.gov/ebsa/pdf/SBCUniformGlossary.pdf  

• A Word version of the template can be found at: 

http://www.dol.gov/ebsa/healthreform/index.html  
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Chip’s Thoughts… 

• “One-size fits all” is a poor communication strategy 

• Our employees aren’t in 3rd grade 

• Plan sponsors need flexibility and accuracy 

• Is paper really the best alternative? 

o Electronic comparison tools are powerful and efficient 

o Look at comparison tools used by the Massachusetts Connector, by Medicare, 

by the Office of Personnel Management 

• Let’s take more time and get this right 
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Women’s Preventive Services 

• Non-grandfathered group health plans are required to cover specific 

preventive care services at no cost sharing. 

o Can include prescription drugs. 

 

• The list of women’s preventive services was released in August. 

 

• Group health plans must comply with these additional requirements effective 

the first plan year beginning on/after August 1, 2012. 

o January 1, 2013 for calendar-year plans.  
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What’s Covered? 

• Non –grandfathered plans are required to cover the following for free: 

o well-woman visits  

o screening for gestational diabetes  

o human papillomavirus (HPV) DNA testing for women 30 years and older  

o sexually-transmitted infection counseling  

o human immunodeficiency virus (HIV) screening and counseling  

o FDA-approved contraception methods and contraceptive counseling  

o breastfeeding support, supplies, and counseling, and  

o domestic violence screening and counseling 

• These benefits are mandated, except for certain religious exemptions. 

• We project an additional 1% load for these coverage enhancements.  
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Building Blocks for 2014 

• Multiple agencies are working on health reform “building blocks” for 2014.  

The construction zones include: 

o Employer penalties 

o Individual mandate 

o Premium subsidies (aka premium tax credits) 

o Exchanges 
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Premium Subsidies 

• Eligibility – Buy on Exchange & income < 400% FPL 

o Not eligible for governmental plan, and 

o Not eligible for employer plan, unless inadequate or unaffordable 

• Inadequate = actuarial value < 60% 

• Unaffordable = contribution for self-only > 9.5% of household income 

• Note - individuals who enroll in employer plans are NOT eligible 

 

• Subsidy amount – Paid as advance tax credit = excess of benchmark 

premium over % of household income 

o Benchmark is 2nd lowest cost silver plan 

o % of household income increases as FPL level increases 

 

• Year-end reconciliation required 
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Premium Subsidies – How Much? 

FPL 

 Percent 

Subsidy Cap 

As % of 

Income 

133% 3.00% 

150% 4.00% 

200% 6.30% 

250% 8.05% 

300% 9.50% 

400% 9.50% 

>400% No Cap 

Cap % grades between 

points 133% 150% 200% 250% 300% 350% 400%

Indiv. Responsibility $435 $653 $1,372 $2,192 $3,104 $3,621 $4,138

Federal Subsidy $4,565 $4,347 $3,628 $2,808 $1,896 $1,379 $862

 $-

 $500

 $1,000

 $1,500

 $2,000

 $2,500

 $3,000

 $3,500

 $4,000

 $4,500

 $5,000

Subsidies by FPL Percentage 
Single / FPL = $10,890 / Premium = $5,000 
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Exchanges – Eligibility Determinations 

• Aug 2011 regulations describe Exchange eligibility determination rules for 

Medicaid/CHIP/premium tax credits 

 

• Exchanges must verify: 

o Citizenship (via SSA) 

o Household income (via IRS) 

o Eligibility for employer coverage (?), enrollment status (by attestation) and adequacy 

and affordability of employer coverage (?) 

 

• Employer responsibilities vis-à-vis Exchanges not clear 

o Possibly respond to an “Exchange-provided” template 

o Possibly provide information to a centralized database 
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Information Reports – Large Employers 

• IRC §6056 – applies only to large employers (50+ FTEs) 

o Name, date, and EIN of employer 

o Certification whether employer offers FTEs (and dependents) opportunity to enroll 

in minimum essential coverage 

• Length of plan waiting period 

• Months during which plan coverage is available 

• Monthly premium for lowest-cost option in each coverage tier 

• Employer’s share of plan’s cost of covered benefits 

o Number of FTEs for each month of calendar year 

o Name, address and SSN of each FTE and months (if any) during which the 

employee (and dependents) were covered by plan 

o Other information required by the IRS 
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Coming Attractions 

• Essential health benefits 

 

• Reporting requirements (theoretically, Jan 1, 2014) 

o Information reports for large employers 

o Information reports for employers and carriers 
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The Big Picture - In the Courts 

• Thomas More Law Center v. Obama 

o 6th Circuit says law is constitutional (Jun 29, 2011) 

o Affirms district court, 2-1 

 

• Florida vs. HHS 

o 11th Circuit says law is unconstitutional (Aug 12, 2011) 

o Affirms district court, 2-1 

o Both sides have appealed to the Supreme Court 

 

• Virginia vs. Sebelius & Liberty University v. Geithner 

o 4th Circuit dismisses both cases (Sep 8, 2011) 

o Virginia doesn’t have standing to sue, and Liberty U. can’t sue because 

of the anti-injunction act 
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The Big Picture - Over at HHS 

• The public relations campaign is unrelenting 

o ACA themes appear in 15 news releases in September (32 total) 

o 135 “hits” for the phrase “thanks to the Affordable Care Act” 

 

• More health reform money is being made available 

o $200M to develop effective premium rate review programs 

o $500M to implement State Exchanges 

 

• And requests for exceptions continue 

o 1,472 plans have received one-year annual limit waivers 

o 16 states have applied for MLR waivers (5 “yes”, 2 “no”) 

o Taft-Hartley plans want to be treated as qualified health plans 
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The Big Picture – What? There’s a Deficit? 

• CBO “Monthly Budget Review” (Oct 7, 2011) 

o In Sep 2011 – we spent $64B more than we collected 

o For FY 2011 – we spent $1.3T more than we collected 

 

• It’s a bird, it’s a plane, it’s THE SUPERCOMMITTEE!!! 

o Budget Control Act tasks Super-C with trimming deficit by $1.5T 

o If $1.2T in cuts aren’t passed by Jan 15, 2012, then automatic cuts are triggered to 

get to $1.2T (18% reduction to debt service, then equal $ cuts to defense and 

nondefense discretionary spending) 

• Will they modify the tax exclusion for employer health coverage? 

• Will they repeal the CLASS program? 

o How much is $1T? (http://www.pagetutor.com/trillion/index.html) 
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• Health reform is not dead yet, not by a long shot. 

• The majority of requirements are administratively tedious but will not have a 

significant impact on the majority of large employers - although it will likely 

have a negative impact on medical trend. 

• The biggest strategic considerations are Play or Pay (2014) and the Cadillac 

Tax (2018).  

o What factors might cause you to exit employer-sponsored coverage?  Does this 

change if state exchanges prove effective? 

o The Cadillac tax is currently law.  Would you exceed cost thresholds absent 

changes to reduce medical trend?   Even if there is no excise tax, can you sustain 

the projected costs? 

 

 

Final Thoughts 


