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IMPACT ON EMPLOYERS AND THEIR 

BENEFIT PLANS



Health Reform Legislation

× Patient Protection and Affordable Care 
Act (HR3590) was enacted on March 
23, 2010

× Health Care and Education 
Reconciliation Act of 2010 (HR 4872) 
was enacted on March 30, 2010



Reinsurance for Early Retirees

× Creates a temporary reinsurance program 
for participating employment-based plans

× Program is intended to subsidize 
employerôs costs for high claims incurred 
under a retiree health plan

× DHHS issued an interim final rule indicating 
program will be ready by June 1, 2010

× Program is effective 90 days after 
enactment through 1/1/2014

× $5 billion appropriated to finance program



Reinsurance for Early Retirees 
(contôd)

× Participating employer-based plan is an 
employment-based plan that provides 
group health benefits to early retirees

× Early retiree is an individual who is:

ÅAge 55 or older

ÅNot eligible for Medicare

ÅNot an active employee of the 
employer maintaining the plan or of 
any employer that has made 
substantial contributions to fund the 
plan



Reinsurance for Early Retirees 
(contôd)

× Government will reimburse plan sponsor 
up to 80% of an early retireeôs (and his 
spouse and dependentôs) health claims 
between $15,000 and $90,000



Reinsurance for Early Retirees 
(contôd)  

ÅReinsurance applies to group health plan 
that:

ïIs maintained by one or more current or 
former employers, an employee 
organization, a VEBA or a multi-
employer plan

ïProvides health benefits to early 
retirees

ïImplements programs to generate cost-
savings related to participants with 
chronic and high cost conditions

ïProvides documentation of costs of 
medical claims to DHHS

ïIs certified by DHHS 



Grandfathered Plans ï
Exception to Market Reform

× Plans with grandfathered status may avoid 
complying with some, but not all of the market 
reform provisions

× A plan has grandfathered status if it covers 
individuals as of March 23, 2010

× Maintain this status as long as it continuously 
covers at least one enrollee after March 
23, 2010; even if new family members and 
new employees (whether newly hired or 
newly enrolled) are added or individuals 
are reenrolled



Loss of Grandfathered Status
× entering into a new policy, certificate, or 

contract of insurance after March 23, 2010 
(rather than renewing an existing contract) 

× failing to notify participants of planôs 
grandfathered status or to maintain proper 
documentation of the terms that were in 
effect on March 23, 2010

× eliminating all or substantially all benefits to 
diagnose or treat a particular condition 

× increasing a participantôs cost-sharing 
requirements (deductibles, coinsurance, 
copayments, annual or lifetime limits and 
the like) in excess of certain threshold 
amounts set forth in the regulations

× decreasing the employerôs rate of 
contribution by a certain amount



Grandfathered Plans (contôd)

× Even if a plan has grandfathered status, 
such plan must comply with a number of 
market reform provisions, including:

ÅFor plan years beginning 6 months after 
enactment,

ïNo lifetime maximums

ïNo rescission of coverage, except for 
fraud

ïNo cancellation of coverage, except 
for permitted reasons (i.e., 
nonpayment of premiums, relocation)

ïCompliance with uniform summary of 
benefits disclosure and reporting 
requirements



Prohibition on Lifetime Limits and 
Restrictions on Annual Limits

× Effective for plan years beginning on or 
after 9/ 23/2010, health insurance policies in 
the individual and group markets and group 
health plans may not include lifetime 
maximums

× Group health plans and health insurance 
policies may not impose annual limits on the 
dollar value of coverage for plan years 
beginning on or after 1/1/2014

ÅMay only impose reasonable limits prior 
to 1/1/2014



Prohibition on Coverage 
Rescissions

× Effective for plan years beginning on or 
after September 23, 2010, a group health 
plan and health insurance issuer offering 
group or individual coverage may not 
rescind coverage for an enrollee, except in 
cases of fraud

× Coverage may not be cancelled without 
prior notice to enrollee and only as 
permitted under Public Health Service Act



Uniform Explanation of Coverage 
Requirements

× Group health plan and health insurance 
issuer must comply with uniform summary 
of benefits disclosure requirements and 
insurer reporting requirements in Public 
Health Service Act



Extension of Dependent Coverage

× Any group health plan or health insurance 
issuer that provides dependent coverage, 
must continue to make coverage available 
for an adult child until the child turns 26

ÅGrandfathered health plans may limit 
the extended coverage only to those 
adult children who do not have other 
employer based coverage until 2014

× Regulations clarify that plan may no longer 
impose financial dependency, student 
status, unmarried status, residency 
conditions, and may not vary terms based 
on age (e.g. cannot impose an additional 
surcharge for adult child coverage)



Prohibition on Pre-Existing 
Condition Exclusions

× Effective for plan years beginning 
9/23/2010, health insurance policies in the 
individual and group markets may not 
impose any pre-existing condition limitation 
for children

ÅApplies to adults for plan years 
beginning on or after 1/1/2014



Disclosure of Premium 
Revenues Spent on Clinical 
Services

× Beginning in 2011, health insurance issuer 
(but not self-funded plans) must report to 
DHHS the amount of premium revenue spent 
on clinical services, activities to improve 
quality and other non-claim costs

ÅNon-claim costs to be defined by NAIC 
and certified by DHHS


