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E d i M h 2010

Affordable Care Act

•Enacted in March 2010
•Makes significant changes to health care system
•Implemented over several years

Health care providers

Provisions that impact:

•Health care providers
•Government programs
•Health insurance issuers Most employers that offer 
•Employers/plan sponsors
•Individuals

Most employers that offer 
health plans will be 
impacted in some way



 No lifetime limits/restrictions on annual limits 
(annual limits phased out entirely 1/1/14)(annual limits phased out entirely 1/1/14)

 Dependent coverage up to age 26 
 Preventive care covered at 100% - no copays or 

cost sharingcost sharing
 No pre-existing condition exclusions for children
 No rescissions No rescissions 
 No reimbursement for OTC medicine or drugs 

(without a prescription)
 Form W 2 reporting (250+ W 2 In Prior Year) Form W-2 reporting (250+ W-2 In Prior Year)
 Medical loss ratio rules
 Small employer tax creditp y



 New guidelines for preventive care for women 
on Aug. 1, 2011

 Must provide coverage for women’s 
preventive health services without any costpreventive health services without any cost-
sharing 
◦ Applies to non-GF plansApplies to non GF plans
◦ No deductible, copayment or coinsurance

 Effective for plan years beginning on or after        
Aug. 1, 2012



 Generally provided to participants and beneficiaries
◦ 1st day of 1st open enrollment period on/after Sept 23 2012◦ 1st day of 1st open enrollment period on/after Sept. 23, 2012
◦ 1st day of 1st plan year on/after Sept. 23, 2012 (for other 

enrollment)
◦ Must provide at various points thereafterp p

 Simple & concise explanation of benefits and costs
◦ Template provided
◦ Can provide in paper or electronic form

 Applies to:
◦ Issuers and health plans (plan sponsors)
◦ GF and non-GF plans
◦ No duplication required: if issuer provides to enrollees, plan 

doesn’t have to



 Effective once SBC rule is effective for a plan
l d f h Material modifications not in connection with 

renewal must be described in a summary of 
material modifications (SMM) or an updatedmaterial modifications (SMM) or an updated 
SBC
◦ Must be provided at least 60 days BEFORE 

modification becomes effectivemodification becomes effective
 Material modification:
◦ Enhancement of covered benefits or services
◦ Material reduction in covered benefits or services
◦ More stringent requirements for receipt of benefits





 Before health care reform
◦ No limit on salary reductions
◦ Many employers imposed limit

 Beginning with 2013 plan year limit is Beginning with 2013 plan year, limit is 
$2500/year – 2015 plan year limit is $2550         
◦ Limit is indexed for inflation for later yearsy
◦ Per FSA limit

 Does not apply to dependent care FSAs                



 Employers subject to 
FLSA t i f ll

Current employees: 
b O 1 2013 FLSA must inform all 

employees of Exchange 
information

f

by Oct. 1, 2013

New employees hired after Oct. 1: 
within 2 weeks of hire

 Include information on:
◦ Exchange and services 
◦ Potential subsidy eligibility

Impact on employer◦ Impact on employer 
contribution

 Model notices available
DOL: no legal penalties for failing to 

provide notice, but compliance encouraged 



 Medicare tax rate to increase for high-earners for 2013 
tax yeartax year
◦ 0.9 percent increase (from 1.45 percent to 2.35 percent) 

 High-earner threshold 
◦ Single: $200 000◦ Single: $200,000
◦ Married : $250,000

 Individual liability for tax depends on filing status and 
household incomehousehold income

 Employer responsibilities
◦ Withhold additional amounts from wages in excess of 

$200,000,
◦ No requirement to match additional tax
◦ No requirement to notify employees



 Fee to fund research on informed health decisions
Paid by issuers and self funded plan sponsors Paid by issuers and self-funded plan sponsors
◦ Special rules for multiple self-funded plans (including 

HRAs)

 Paying the fee
◦ Using Form 720 by July 31 each year
◦ Beginning with plan years ending on or after Oct. 1, 2012

10/1/2015 and 
beyond

10/1/2014 plan 
year & later

10/1/2013 plan 
year & later

g g p y g ,
◦ Ending with the 2018 plan year

y

$2 x average number 
of covered lives

$2.08 x average 
number of covered 

lives

Increase based on 
National Health 
Expenditures





 Individual Mandate - $695 or 2.5% of income for 
f il l i 2016failure to comply in 2016

 Annual limits eliminated 

d l h b d Preexisting condition exclusions prohibited
 Coverage for clinical trials (non-GF plans)
 Waiting period limitations (No more than 90 days)

 Insured small group and individual policies (non-
GF plans) must provide essential health benefits 
package



 Non-GF group health plans subject to limits on cost-sharing 
and o t of pocket costsand out-of-pocket costs

 Out-of-pocket expenses may not exceed HDHP limits
◦ 2015: $6,600/$13,200

A l t ll GF h lth l◦ Apply to all non-GF group health plans
 Deductibles must be $2,600 (single coverage) or $5,200 

(family coverage)
A l l t E b dd d HDHP (HSA Q lifi d Pl )◦ Apply only to Embedded HDHP (HSA Qualified Plans)

 Limits indexed for inflation
 Out-of-pocket limits must include all cost sharing including 

d d ibl ( ffi i i )deductibles, copayments (office visit, emergency room, etc.), 
& RX copayments. 



 Current rules for wellness program rewards:
R d t b th 20% f th t f◦ Reward must be no more than 20% of the cost of 
coverage 

◦ Program must be designed to promote health/prevent 
diseasedisease

◦ Opportunity to qualify for those with health issues (and 
notice)

 2014 health care reform changes: 2014 health care reform changes:
◦ Reward increased to 30%
◦ Reward up to 50% for programs to reduce/prevent 

tobacco usetobacco use 
◦ Small business grants to establish new wellness 

programs (on hold)



 Fee to fund reinsurance program to stabilize 
individual insurance market

P t t 2014 2016◦ Program to operate 2014-2016

 Paid by health insurance issuers and self-funded 
plan sponsors (with some exceptions)plan sponsors (with some exceptions)

 Fees based on annual national contribution rate
◦ 2014: $5.25/month ($63/year) x average number of 

covered lives

Nov. 15 Dec. 15 (or 30 days) 
HHS notifies 30 days

Submit enrollment 
count to HHS

HHS notifies 
issuer/sponsor of 

amount due

30 days
Payment due



 Annual fee on health insurance providers
◦ Effective in 2014Effective in 2014
◦ Due Sept. 30 each year
◦ Allocated according to market share: $8B in 2014 -

$14 3B in 2018 (based on premium growth in later$14.3B in 2018 (based on premium growth in later 
years)

Applies to: Does not apply to:Applies to:

Covered Entities

Does not apply to:
Companies with $25M or 

less in net premiums

Including health 
insurance issuers and 

HMOs

Self-insured employers

Government and            
fi i inon-profit entities

VEBAs



 Large employers subject to “Pay or Play” rules
◦ Originally effective for 2014 - Delayed for one year until 2015◦ Originally effective for 2014 Delayed for one year, until 2015, 

until 2016 for employers 50 – 99 employees.
 Applies to employers with 50 or more full-time 

equivalent employees in prior calendar year
◦ FT employee: employed for an average of at least 30 hours of 

service per week
 Penalties may apply if the employer:

F il t ff i i ti l t ll FT l ( d◦ Fails to offer minimum essential coverage to all FT employees (and 
dependents) OR

◦ Offers coverage that is not affordable or does not provide 
minimum value

 Penalties triggered if any FT employee gets 
subsidized coverage through Exchange





 Does not apply to employers with over 100 Average Total 
N mber of Emplo eesNumber of Employees.

 Employers with 2 – 50 – Probably early renewed your policy on 
12/1/1312/1/13.

 Employers with 51 – 99 – Have the opportunity to early renew 
10/1/15. 

d l l ( f )◦ Many carriers providing special renewal terms. (BCBS of IL & UHC)
◦ Early renewing in the 51 – 99 segment retro-actively applies the employer 

mandate to 1/1/15.
 10/1/15 – Last opportunity to make plan design changes 10/1/15 Last opportunity to make plan design changes. 
 10/1/16 – Last opportunity to renew “non community rated”
 10/1/17 – All organizations with less than 100 ATNE will be 

offered Community Rated ACA Metallic Plansoffered Community Rated ACA Metallic Plans.

22



Is Community Rating bad for my organization???

 Some employers may see a discount relative to their 
non-community rated program Less than 20%non-community rated program. Less than 20%.

 Most will see a decrease in benefits and an increase in 
cost.

 Relatively healthy employers will be hardest hit.
 Non-composite rated metallic (Platinum, Gold, Silver) 

plansplans.
 D.C. Update – negotiations are underway to redefine a 

small group to 2-50 employees.

23



 The Affordable Care Act (“ACA”) created new reporting 
req irements nder Internal Re en e Code (“Code”) §§ 6055 andrequirements under Internal Revenue Code (“Code”) §§ 6055 and 
6056. 

U d h i l i l id Under these new reporting rules, certain employers must provide 
information to the IRS about the medical plan coverage they offer 
(or do not offer) to their employees.

 Code § 6055 requires insurers, self-insured health plan 
sponsors, government agencies that administer government-

d h lth i d th tit th tsponsored health insurance programs and any other entity that 
provides minimum essential coverage (“MEC”) to report 
information on that coverage to the IRS and covered individuals.

24



 The forms operationalize the information reporting 
requirements under IRC §§ 6055 and 6056. 

 The draft  forms issued include:
◦ 1095-B - Health Coverage. Insurers and self-insured plans will1095 B Health  Coverage.  Insurers and self insured plans  will 

provide  one to each enrollee.  
◦ 1094-B -Transmittal  of  Health  Coverage  Information  Returns.  

Transmittal  form insurers and self-insured plans will file with IRS 
l h ll halong with all the Forms 1095-B.

◦ 1095-C - Employer-Provided Health Insurance Offer and Coverage. 
Large employers will provide one to each enrollee. 

◦ 1094 C Transmittal of Employer Provided Health Insurance Offer◦ 1094-C - Transmittal of Employer-Provided Health Insurance Offer 
and Coverage Information Returns. Transmittal form insurers and 
self-insured plans will file with IRS along with all the Forms 1095-C.

25



 40 percent excise tax on high-cost health 
plans

 Based on value of employer-provided health 
coverage over certain limitscoverage over certain limits
◦ $10,200 for single coverage
◦ $27,500 for family coverage$ , y g

 To be paid by coverage providers
◦ Fully insured plans = health insurer
◦ Self-insured plans/FSAs = employer

 More guidance expected



Prohibit discrimination in favor of 
highly‐compensated employees

Prohibited group and specific rules 
vary by type of benefitvary by type of benefit

Discrimination has negative tax 
consequences



 Will apply to large employers that offer health 
b fitbenefits 
◦ Applies to GF and non-GF plans
◦ Large employer = more than 200 employeesg p y p y

 Must automatically enroll new employees and 
re-enroll current participants

 Adequate notice and opt out option required Adequate notice and opt-out option required
 DOL: 
◦ Regulations will not be ready to take effect by 2014g y y
◦ Employers not required to comply until regulations 

issued and applicable





Walgreens joins Sears Holding, Darden Restaurants and other firms in pushing its 
workforce into the private exchanges, part of what employee benefit analysts call a 
historic shift in health-care benefits accompanying the implementation of the Affordable 
Care Act, known as Obamacare.      -Michael Fletcher, Washington Post

Partly blaming the health G l El t i  C  (GE) l t  Partly blaming the health 
reform law, United Parcel 
Service is set to remove 
thousands of spouses from its 
medical plan because they 

General Electric Co. (GE) last year 
said it, too, would curb benefits in a 
move that may send some former 
employees to the public insurance 
exchanges created under the 2010 medical plan because they 

are eligible for coverage 
elsewhere.

Jay Hancock

g
Affordable Care Act.

-Alex Nussbaum,
Bloomberg

-Jay Hancock,
Kaiser Health News



 Below average costs. Below average costs.
 Better than average benefits.
 Provider access.
 Engaged employees… 
◦ Provider Cost
◦ Own health and health of family (prevention & chronicOwn health and health of family (prevention & chronic 

condition management)
 Employees want it to be easy to enroll, easy to 

understand & have confidence they have theunderstand & have confidence they have the 
right coverage.

 Easy to manage for Human Resources.y g



1. Demographics
• Number of Americans 

over the age of 65 will over the age of 65 will 
double by 2025 (US Census 
Bureau)

2. Government Regulation –
Medical Device Tax
• 2.3% on GROSS SALES

3 New Medical Technology HealthCare3. New Medical Technology

4. Increased Prescription Drug 
Cost – Specialty Medication

H i Mi l  C  

HealthCare

• Harvoni – Miracle Cure -
$88,000 per treatment

5. Provider Consolidation = Less 
Competition = Higher PricesCompetition  Higher Prices



1. Affordable Care Act Taxes & 
Fees 

• Health Insurer Tax (3 – 4%)
• Reinsurance Tax ($62.50 

PEPM per year)

2. Medical Loss Ratio Rules 
• Create reverse incentive for 

insurers – 85% on claims per 
year.

3. Health Insurance Company 
Profits

4. Aging Health Insurance PoolsHealth 
5. Influx of Previously Un-Insured 

probably Un-Healthy enrollees 
due to HCR.

Insurance





The ACA has increased incentive for 
companies down to 50 employees to 

lf d h kself-insure and the market is 
responding.

1. If you’re over 200 lives you should 
l d lf fstrongly consider self-insuring. If 

that seems too risky then…

2. Employer’s are pooling together 
h h h f h l h

HealthCare
through the use of group health 
captives to give themselves 
buying power and leverage in an 
improved risk pool with like 

i d d lminded employers.

3. Traditional insurance carriers are 
rolling out level-funded products 
d 10 li !

Health 
Insurance

down to 10 lives!



 According to a recent ADP study, larger employers pay approximately 
$1 400 l l th ll i$1,400 less per employee per year than smaller companies.

 According to a recent Mercer study, larger employers are likely to have 
increases of 3.6% as compared to increases of 9.9% for smaller 
employersemployers.



1. Avoid the ACA’s Health Insurer Tax. Approximately 
4% h l li f ll i d l4% that only applies to fully-insured plans.

2. Remove yourself from insurer profits and their 
aging and adversely selected against risk pools. ag g a d ad e se y se ected aga st s poo s

3. Increased claims transparency gives employers the 
ability to breakdown & identify utilization trends 

d ti l i l t i t dj t tand proactively implement appropriate adjustments.
4. Complete plan design flexibility allows for unlimited 

creativity and quick reaction. y q
5. Amplify the impact of your wellness program 

through plan design integration.



HealthCare

Your Health 

HI 

Plan

HI 



1 M i f l W ll1. Meaningful Wellness

2. Claim Utilization Analyticsy

3. Engaged Employees

4. Provider Access Your Health 
Plan





Year 1 Year 2 Year 3

CREATE AWARENESS EFFORT BASED RESULTS BASED

Implementation Timeline

CREATE AWARENESS

Health Risk Assessment

Biometric Screenings

EFFORT BASED

Health Risk Assessment 
Biometric Screenings
Tobacco Cessation Program
EXTEND TO SPOUSES

RESULTS BASED

Establish a “Results and Rewards” 
Program

I i h h P ll
Tobacco Cessation  
Program

W lki P

EXTEND TO SPOUSES

Incentives through Payroll 
Contributions to participate

Incentives through Payroll 
Contributions based on results

Calculates an individual health goal  for 
each member

Walking Program

Newsletters

C hi

Measures the health of an individual 
based on avoidable & preventable risk 
factors 

Coaching ‐ Blood Pressure, Cholesterol, 
Glucose, Triglycerides, BMI, & 
Tobacco Use



• Benchmark your 
Health and Rx claimsHealth and Rx claims 
data against national 
norms from Truven
Health Analytics and 
Kaiser Family 
Foundation

• Compare your data to• Compare your data to 
other employers of 
similar size, industry 
and region

EMERGENCY ROOM 
UTILIZATION IS HIGH



• Identify and Identify and 
analyze cost 
and utilization 
problem areas



• Model 
potential 
plan design 
changes to 
see financial 
impact



• Ultimately• Ultimately 
develop 
targeted 
solutions forsolutions for 
saving money 
on your health 
planp



 The Affordable Care Act mandates many things, 
but surprisingly provider access is completely 
unaddressed The market is respondingunaddressed. The market is responding…

Insurance Carriers – Creating new “Narrow” networks for both 
the public exchange and employer marketsthe public exchange and employer markets.

Third Party Administrators – The Targeted Approach
H d l d li i ith t k d b idHave developed policies with no network and base provider 

reimbursements off of Medicare.
Have developed policies where they pay at the “deepest” 

provider discounts with no active networkprovider discounts with no active network.
Have developed policies that revert to Medicare 

reimbursements when certain limits are reached - $50,000 
on inpatient and $10 000 on out patienton inpatient and $10,000 on out-patient.



Medical Tourism
 Dollars & Sense
◦ No Hassles, no bills, no employee cost
◦ Savings are between 30 and 80%, based on procedure

 First-Class Medical QualityQ y
◦ Facilities and International Hospitals equal or exceed US 

Standards
◦ Affiliated with Harvard, John Hopkins, Cleveland Clinic, p

Columbia University
◦ Surgeons are Board Certified & speak English

 First-Class Features
◦ Luxurious 4-star hotel, airfare & chauffeur
◦ 24/7 personal medical concierge



Telemedicine
Avg. time spent with a Doctor during traditional visit- 4 mins
Avg. time spent with a Telemedicine MD – 15 mins

Most Common Calls
1. Allergies1. Allergies
2. Bronchitis
3. Earache
4. Sore Throat
5 Pi k E5. Pink Eye
6. Sinusitis
7. Strep Throat
8. Upper Respiratory pp p y

Infections
9. UTI



 Shared Primary Health Clinics
◦ Traditional Healthcare doesn’t address 

key issueskey issues 
◦ Onsite or Near-site clinic solutions can 

help transform your group’s 
healthcare

◦ Communities can come together so◦ Communities can come together so 
that employers of all sizes can benefit 
from Full-Time dedicated staff

◦ Improve quality of care and lower 
t ith bj ti f lcosts with objective referrals, 

innovative pharmaceutical options, 
and lower lab costs

◦ Benefits both the employer and 
l E l f femployee. Employees often refer to 

the onsite clinic as the #1 most 
appreciated benefit at their employer.





Empower your employees to be better 
C  f iConsumers of insurance



 Below average costs Below average costs.
 Better than average benefits.
 Provider access. Provider access.
 Engaged employees… 
◦ Provider Cost
◦ Own health and health of family (prevention & chronic 

condition management)
 Easy to manage for Human Resources Easy to manage for Human Resources.
 Employees want it to be easy to enroll, easy to 

understand & confidence they have the right y g
coverage.



Property & 
Casualty

Employee 
Benefits

Retirement 
Planning

With an unrivaled stable 
of insurance markets to 
approach on your behalf 
our seasoned experts 

Our strategic carrier 
partnerships and focus 
on innovative plan 
design help you provide 

Delivering turn key 
solutions for your 
companies retirement 
plan through fiduciary 

will ensure the most 
competitive & secure 
placement of your 
business coverage. We 
specialize in the 
following commercial

the most cost effective 
solutions for your 
company and the best 
possible benefits for 
your employees. We go 
beyond brokerage to be

guidance, investment 
monitoring, employee 
education, and best in 
class provider partners is 
the key to your 
successful retirementfollowing commercial 

lines of business: 

Property, Casualty, 
Bonding, Workers’ 
Compensation,

beyond brokerage to be 
your HR department’s 
right hand.
We specialize in:

Group Health, Dental,

successful retirement 
plan. Our focus is: 

Qualified Plans: 401k & 
403b
Buy-Sell PlansCompensation, 

Professional Liability, & 
Alternative Risk.

Group Health, Dental, 
Disability, Life, Vision, 
Executive Benefits & all 
Voluntary Lines. 

Buy Sell Plans
Individual Life Insurance



Connor & Gallagher Benefit Services Inc Connor & Gallagher Benefit Services, Inc.
 Phone: 630-737-9370
 Luke Barnett x 124: lbarnett@congalins.comg

Securities offered through LaSalle St. Securities LLC (LSS), member FINRA/SIPC. Advisory services offered through 
LaSalle St. Investment Advisors LLC (LSIA), a Registered Investment Advisor. Connor & Gallagher is not affiliated with 
LSS or LSIA. LSS is affiliated with LSIA.


