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Health Care Reform Webinar Q&A
Q:  If the Employer Pay or Play provisions apply only to employers with 50 employees, why do your examples use 35 employees?

A:  The Pay or Play provisions apply to all employers with 50 or more full-time equivalent (FTE) employees.  Our example used Widgets Inc, who had 35 full-time employees (who worked 30 or more hours per week) and 100 part time employees (who worked 20 hours per week).  The calculation illustrated on slide 23 shows how the 100 part time employees will put the employer over the 50 full-time equivalent threshold, and therefore they become subject to Pay or Play. 

Q:  Are different waiting periods for different classes (i.e. executives and HCEs) permissible under PPACA?

A:  Having different waiting periods for different classes already poses issues under current nondiscrimination regulations.  PPACA simply says that the waiting period cannot be longer than 90 days, it doesn’t address disparate waiting periods for different classes. 
Q:  Do we have to allow married children to be covered on the health plan?

A:  Yes, PPACA provides that children up to age 26, regardless of if they are married can be covered on the plan.  If the child is eligible for coverage under their own employer sponsored health plan, then they do not need to have eligibility extended under the parent’s group health plan.
Q:  Once a child turns 26 are they eligible to continue coverage under COBRA?
A:  Yes
Q:  Are domestic partner children eligible to be covered up to age 26?

A:  No, only the employee’s dependent is eligible for coverage. 
Q:  Do Medicare and TRICARE meet the “minimum essential benefits” requirement?

A:  Currently there is no definition for “minimum essential benefits”, however it is our presumption that the government sponsored health plans would meet the minimum essential benefit requirements.   Guidance needed. 
Q:  What constitutes a Grandfathered Plan (GFP)?  Is it the ERISA plan (i.e. 501) or is it the actual policy/plan design?  If it’s the policy, then what changes can be made to the plan and still be considered for Grandfathered status?
A:  See slide 7.  What we’ve gathered from staffers on the House side is that it’s the ERISA plan that constitutes a “plan”, and changes to the policy or insurance carrier may not compromise the GFP status.  Guidance is needed, and we’re expecting to get this sometime in late June, early July. 
Q:  Will there be an adjustment to the Cadillac Excise Tax Cap for high cost areas?

A:  No  
Q:  Will there be cost of living adjustments to the Cadillac Excise Tax Cap?

A:  Yes, CPI plus on in 2019; and CPI thereafter. 

Q:  Will the Rx requirement for over-the-counter drugs apply to the 2010 2 ½ month grace period (i.e. Jan 2011-Mar 15, 2011).
A:  Yes.  OTC “medicines and drugs” purchased after 12/31/2010 must be accompanied with a prescription for reimbursement.  Benefit debit cards will not allow OTC “drugs and medicines” to be purchased after December 31, 2011.  OTC items such as saline, wrist braces, Band Aids will still be reimbursable without a prescription. 
Q:  How does the employer determine the employee’s household income?

A:  We’re not sure, guidance needed. 
Q:  How do employers verify FSA salary reductions for a new employee who may have been participating in their previous employer’s FSA as to not exceed the $2,500 calendar year cap?  

A:  The $2,500 cap is per Plan, per participant.  It would be permissible for an employee to elect $2,500 on Employer A’s FSA plan, then elect another $2,500 on Employer B’s FSA plan.  This was not our initial understanding, we recently received guidance on this topic and understand the cap as described above.  
Q:  Is the $2,500 cap a combined cap for Health and Day Care FSA?  Is there a cap for HRAs?
A:  No, the $2,500 cap is a PER PERSON, PER PLAN cap for the Health Care FSA.  The Day Care FSA has statutory $5,000 maximum per household.  There is no cap for HRAs.
Q:  When a fully-insured medical plan exceeds the Cadillac Excise Tax Cap is the 40% tax assessed to the insurer? (i.e. Blue Cross/Blue Shield/Aetna).
A:  Yes, for fully insured plans the excise tax will be assessed to the insurance carrier and for self-funded plans to the employer or TPA.  
Q:  How will the effective date for an existing plan affect the reforms that become effective 9/23/2010?  Example- our plan renews July 1, 2010, will our plan have to change mid-year to meet the required reforms?

A:  No, the bill states that the reforms are effective for Plan Years that begin after 9/23/2010, so in the example above, that employer will not have to implement the reforms until 7/1/2011.

Q:  The bill uses 30 hr/wk to determine full-time employees for purposes of offering coverage.  What if an employee works 20 hr/wk?  If the employer doesn’t meet the contribution requirement for those employees, will there be a penalty?  

A:  We would think not since the bill doesn’t require the employer to provide coverage to employees who only work 20 hours per week.
Q:  Will over-the-counter cold remedies be eligible for reimbursement after 1/1/2011?
A:  Yes, but the participant will have to get a prescription from a doctor and submit that with their claim for reimbursement. 

Q:  Will the list of eligible expenses change for 1/1/2011?  

A:  Flex-Plan Services will update our materials to clearly identify those OTC items that will need a prescription for reimbursement.  
Q:  Will the amount of HRA maximum benefit available or claims payments be looked at to determine how much of the Cadillac Excise Tax Cap is taken up by the HRA? 

A:  We think it will be the actuarial value of the HRA, so the COBRA premium. 
Q:  An employer pays 100% of the employee premiums.  The cost of coverage is $500 per month for employee only coverage on the medical insurance plan and the employer also provides an $800 HRA, how much is reported on the W-2?

A:  Insurance:  $500 x 12 months = $6,000.  HRA:  would look at actuarial value of coverage or utilization, so estimated amount would be $480.  Total:  $6,480
Q:  How does the reform impact full-time temporary employees who are not traditionally covered on the employer health plan?  Is it safer to pay temporary employers through a staffing agency?
A:  It depends on how long the employee is employed.  If they’re employed for 90 days then you need to offer coverage.  If the temporary worker was an employee of the staffing agency, then you wouldn’t need to provide coverage, the staffing agency would be required to so. 
Q:  In order for dependent expenses to be reimbursed from the FSA, does the dependent need to meet IRS 1040 dependent rules?

A:  No.  The definition for dependent for purposes of health benefits was changed to allow pre-tax benefits through age 26 (up to age 27).
Q:  Will there be more guidance on what constitutes a drug for the new OTC provision?  How do we know which ones will require a prescription?

A:  All “medicines and drugs”.  We need more guidance. 
Q:  How does an employer know when an employee has enrolled on the Exchange plans?
A:   Good question.  We would assume that when an employee purchases coverage on the Exchange as an individual, that there will be questions asked as to whether or not they’re employed, coverage is offered, and that this would be reported back to the employer for purposes of the Pay or Play provisions. 
Q:  Please expand on the “expanded burden” for OTC drug reimbursements.  

A:  Employees will now have to go to the doctor and get a prescription in order to be reimbursed. 
Q:  Why, when calculating full-time equivalents do we divide by 120?

A:  No clue—it’s just what’s in the bill.

Q:  What is a TPA?

A:  Third Party Administrator.  An entity who performs claims and benefit plan administration on behalf of self-funded employer sponsored plans. 
Q:  Will temporary employees need to be calculated in the number of employees?  For instance, we employ temps who work for a temp agency, and they work 40 hours per week.  Do we count them as employees or are they considered a non-employee contractor?

A:  If the employee works for the Temp agency, then the burden to provide coverage would fall on the temp agency.  
Q:  The term “employee” was used a lot in the webinar.  If an employer pays 100% of the employee coverage, but requires a cost sharing to add dependents to the plan, does the term “employee” mean just the employee’s coverage or employee plus family coverage for purposes of pay or play provisions?
A:  We don’t know, pending guidance. 
Q:  Will HRAs be included on W-2 reporting?  How will the value of the benefit be assessed for this purpose?  Is it the amount of claims paid or benefit available?

A:  Yes, an HRA is considered an employer sponsored plan and should be included for purposes of W-2 reporting.  The amount used should be the actuarial value of the coverage or COBRA premium determined by historical utilization data. 

Q:  If a fully-insured plan doesn’t meet the 85% loss ratio requirement, who will receive the rebate?

A:  The “Plan” would receive the rebate, so it would go back to the plan sponsor/employer.
Q:   Does the 3.8% tax on high income earner’s investment income apply to the sale of a house?
A:  Yes, it’s our understanding it does but only if there is a gain.
Q:  After what date can I turn in expenses to my FSA or HRA for my newly eligible adult child?  
A:  Expenses with dates of service on or after 3/30/2010 are eligible for reimbursement.

Q:  When determining whether the employee’s portion for health coverage is “affordable” on the employer sponsored health plan for purposes of determining whether or not a penalty will be assessed under Pay or Play provisions, do we look at Employee Only contributions or Employee plus Family?
A:  We are still pending guidance on this—it’s our guess that it will likely be employee plus family.

Q:  Will participants be required to submit a prescription with each OTC claim submitted after 1/1/2011?

A:  No, Flex-Plan will hold the Rx on the file each plan year.  The participant will need to resubmit a prescription each plan year.

Q:  Will the amount contributed to a Day Care FSA be included in the Cadillac Excise Tax Cap?
A:  No, only health plan coverage, including Health FSA and HRAs.

Q:  If my 21 year old dependent is offered health plan coverage from his employer, can I still keep him on my insurance?  Or does he become ineligible for my plan since he’s offered coverage elsewhere?

A:  Yes, you can still enroll him on your plan, however aren’t required to offer coverage since he has coverage offered elsewhere.  

