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Em ployee Benefits

2016CAL P EL R A AnnualT rainingConference
M onterey,N ovem ber2,2016

1:30 p.m .– 3:00 p.m

PRESENTED BY:

IsabelC.S afie,P artner

KatrinaVeldkam p,Associate

Best Best & Krieger LLP

ACA Implementation:
What Comes Next?
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Em ployee Benefits

P rim ary P urposesoftheACA

•T om akecoveragem oreaffordable
•T oim proveaccesstohealthcare
•T ogeneraterevenuestocovercostsassociated

foregoingpurposes

Em ployee Benefits

ACA Im plem entationforEm ployers:
T heS tory S oFar

•M arketR eform s
 N opre-existingconditionexclusions

 Adultdependentcoveragetoage26

 N o-costpreventivecare

 N olifetim eorannuallim its

Flexiblespendingaccountlim its

HR A integration

 90-day w aitingperiod
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Em ployee Benefits

ACA Im plem entationforEm ployers:
T heS tory S oFar

•Individualm andate
 P rem ium subsidies
Healthinsuranceexchanges

•Fees
 P CO R Ifee
 T ransitionalreinsurancefee

•W -2 reporting
•M edicallossratiorebates
•Em ployerm andate
•Em ployerR eporting
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Em ployee Benefits

R efresher:Em ployerM andate(“ P ay or
P lay” )
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Em ployee Benefits

Em ployerM andate

•Beginningin2015,applicablelargeem ployers(AL E)
m ustofferaffordablem inim um essentialcoverageto
full-tim eem ployees(FT Es)andtheirdependents(not
includingspouses)

•“Applicablelargeem ployer” m eansanem ployerw ith,
onaverage,atleast50 FT Esduringthepreceding
calendaryear
 Includesfull-tim eequivalentem ployees

• Determ ineby dividingthenum berofhoursofserviceofnon-full-
tim eem ployeesby 120

• T hisonly appliesfordeterm iningw hetheranem ployerisanAL E
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Em ployee Benefits

Em ployerM andate:P enalties

•T w opotentialpenaltiesw illapply toAL Ethatdonot
offerm edicalcoveragetoFT Es(andtheirdependents)
thatm eetscertainm inim um standards

 N oCoverage:M ustofferm inim um essentialcoverage
(M EC)tosubstantially allFT Es(andtheirdependents)or
“ N oCoverage” penalty applies($2,000/FT E/year,based
onallFT Esm inus30)

• “ S ubstantially all” m eans70% for2015and95% thereafter

•Determ inenum berofFT Esfor2015by subtracting80 insteadof
30
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Em ployee Benefits

Em ployerM andate:P enalties

 InsufficientCoverage:M ustofferaffordablecoveragethat
providesm inim um valueor“ InsufficientCoverage” penalty
applies($3,000/FT E/year,basedonFT Esw hoactually receive
prem ium taxcreditorothersubsidy)

• M inim um Value:P lan’sshareoftotalcostsofbenefitsprovidedm ustbe
atleast60% ofsuchcosts

• AffordableCoverage:Em ployee’srequired contributionforlow estcost
option(singlecoverage)cannotexceed 9.5% ofhouseholdincom e
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Em ployee Benefits

Em ployerM andate:
How toAvoidP enalties

 T oavoid“ nocoverage” penalty:O fferM EC toFT Es(and their
dependents)

 M ustoffercoverageevenifem ployeesareeligibleforcoveragefrom
anothersource– butthey m ay notbeeligibleforsubsidiesifthey have
otherM EC (andthereforenopenalty applies)

•T oavoid“ insufficientcoverage” penalty:offercoveragethatis
affordableandprovidesm inim um value

•P enaltiesapply only ifatleastoneFT Epurchasescoverage
throughaM arketplace(i.e.,CoveredCalifornia)and receivesa
prem ium tax creditorothersubsidy
 N otsubjecttopenalty ifonly adependentofaFT Ereceivesaprem ium

creditorsubsidy andnottheFT E
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T ransitionR elieffor2015

•Em ployersw ith50-99 FT Esarenotsubjectto
penaltiesfor2015

•O ffersofCoveragetoatL east70% ofFT Es
 Insteadofbeingrequiredtooffercoveragetoatleast

95% ofFT Es,for2015,em ployersw illnotbesubjectto
penaltiesifthey offeredcoverageto70% ofFT Es

•Calculating“ nocoverage” penalty
 For2015,em ployerssubjecttothenocoverage

penalty cansubtract80 from thenum berofFT Es
(insteadof30)
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Em ployee Benefits

T ransitionR elieffor2015

•N on-calendaryearplans
 T ransitionrelieffrom penaltiesisavailablefortheperiodbeforethe

firstday ofthe2015planyearw ithrespecttoem ployeesw hoare
eligibleandofferedaffordable,m inim um valuecoverageasofthe
firstday ofthe2015planyear
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Em ployee Benefits

T ransitionR elieffor2015

•CoverageforDependents
Ifanem ployerdidnotcoverdependentsin2013

and2014 butistakingstepstoextendcoverageto
dependents,itw illnotbesubjecttopenaltiesfor
failuretooffercoveragetodependentsin2015

Dependentsdonotincludefosterchildrenor
stepchildrenforpurposesofem ployerm andate

 S pousesarenotdependents

© 2016 BestBest& KriegerL L P 13

Em ployee Benefits

Full-T im eEm ployees

•IdentifyingFT Estodeterm inepotential
4980H(a)or(b)liability
 Averageof30 hours/w eekor130 hours/m onth

•M ethodstodeterm inefull-tim estatus
 M onth-by-m onthdeterm ination

•Countanem ployee’shoursofserviceforeachm onth

 L ookbackm easurem entsafeharbor
•Determ ineFT Estatusduringafuturestabilityperiod

basedonhoursofserviceinapriorm easurem entperiod
of3-12 m onths
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Em ployee Benefits

L ook-BackM easurem entM ethod

Example –

Jan Jan JanO c t

•Measurement Period:N ov.2 – N ov.1 (yellow )
•Administrative Period – N ov.2 – Dec.31 (green)
•Stability Period – Jan.1 – Dec.31 (blue)

Em ployee Benefits

Em ployerR eporting

© 2016 BestBest& KriegerL L P 16
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Em ployee Benefits

T ypesofEm ployerR eporting

•M EC reporting
 AssiststheIR S andindividualstodeterm ine

w hetherthey arecoveredby M EC forpurposesof
theindividualm andatepenalty

•AL Ereporting
 AssiststheIR S inadm inisteringtheem ployer

m andatepenaltiesandprem ium subsidies

EachAL Em ustfileastatem entforeachFT E

© 2016 BestBest& KriegerL L P 17

Em ployee Benefits

Em ployerR eportingin2016

•Firstreportingperiod w asinearly 2016 forthe
2015 planyear

•S ofarem ployershavenotheard anythingfrom
theIR S
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Em ployee Benefits

R eportingIssuesin2016

•Filingcorrectly and ontim e
 N openaltiesforincorrectorincom plete2015

returnsifem ployercandem onstrategoodfaith
efforttocom ply
 N oreliefifem ployersfailtofilereturns,unless

duetoreasonablecause
•Determ iningAL Estatus
 P art-tim eandtem porary em ployeesm ay pushan

em ployeroverthe50 FT Elim itbecauseof
countingFT equivalenthours

© 2016 BestBest& KriegerL L P 19

Em ployee Benefits

R eportingIssuesin2016

•Inform ationneeded tocom pleteform s
 N am es,addresses,S S N s,datesofbirth

•Determ iningem ployeeshareoflow estcost
m onthly prem ium forem ployee-only coverage
 Considernew guidanceonim pactofHR A

contributions,cafeteriaplanflexcredits,andopt-
outpaym entsonaffordability (discussedlater)

•Decidingw hichcodestousefordifferentFT Es,
retirees,and CO BR A beneficiaries
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Em ployee Benefits

R eportingIssuesin2016

•R eportingonHR A coverage
 HR Asareself-insuredhealthplans,soem ployersm ay be

requiredtoreportonthem evenifm ajorm edicalcoverageis
fully-insured
 M EC reportingisnotrequiredifem ployeescoveredby anHR A

arealsocoveredby agrouphealthplan(GHP )sponsoredby the
sam eem ployer
 M EC reportingisrequiredifem ployeesareenrolledinother

GHP coveragenotofferedby thesam eem ployer
 R eportcoverageforretireestoo– foreachm onthinw hichthe

retireew ascoveredby theHR A foratleastoneday
 R eportcoverageforeachindividualforw hom m edicalexpenses

w erereim bursableby theHR A (i.e.,spouseanddependents)and
w how erenotcoveredby theem ployer’sGHP

© 2016 BestBest& KriegerL L P 21

Em ployee Benefits

P reparingforR eportingin2017

•Gatherinform ation
 O btainS S N sforem ployeesanddependents

•U pdateHR system sifnecessary
•Coordinatew ithaconsultantorT P A
•IR S hasissued draft2016 form sand

instructionsforfilingin2017
•Beaw areofdeadlinesforfiling
January 31 forindividualstatem ents
February 28 (M arch31 iffilingelectronically)for

IR S returns

© 2016 BestBest& KriegerL L P 22
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Em ployee Benefits

T he“ CadillacP lan” ExciseT ax
DevelopingIR S Guidance

© 2016 BestBest& KriegerL L P 23

Em ployee Benefits

W hatistheCadillacP lanExciseT ax?

•In2020,a40% nondeductibleexcisetaxonhigh-cost
healthcoveragetobeim posedoncoverageprovider

•T axappliestoanem ployee’s“ excessbenefit” – the
am ountthatthecostofapplicablecoverageexceedsa
statutorythreshold
 Costofapplicablecoverageexpectedtobecalculated

sim ilarly toCO BR A
•T hethresholdbeginsat$10,200 forindividualsand

$27,500 forfam iliesandw illbeadjusted
•S urveysindicatethatasm any as82% ofem ployersare

expectedtotriggertheexcisetaxby 2023

© 2016 BestBest& KriegerL L P 24
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Em ployee Benefits

3 S tepApproachtoU nderstandingthis
ExciseT ax

© 2016 BestBest& KriegerL L P 25

Em ployee Benefits

S tepO ne– Determ ineApplicable
Coverage

•Generally,“ applicablecoverage” m eans
coverageprovided toanem ployeeundera
GHP offeredby theem ployer

© 2016 BestBest& KriegerL L P 26
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Em ployee Benefits

W hatisApplicableEm ployer-
S ponsoredCoverage?

•CoverageunderaGHP ,m adeavailableby an
em ployerw hichisexcludablefrom grossincom e
 Insured& self-funded
 Em ployer-paid andem ployee-paid(includingself-

em ployedindividuals)
 M edical(includingretireem edical)
 HR As,FS As,executivephysicals
 Em ployercontributions(includingpre-tax salary

reductioncontributions)toHS AsandArcherM S As
[N O T E:em ployeeafter-tax contributionsDO N O T
count]

© 2016 BestBest& KriegerL L P 27

Em ployee Benefits

W hatisN O T ApplicableEm ployer-
S ponsoredCoverage?

• Doesnotapply tom ostHIP AA exceptedbenefits,butnote:
 S elf-fundedlim itedscopedentalandvisionplansandEAP sm ay

beincluded
 Certain“ supplem ental” coverage(e.g.,specifieddiseaseor

illnesspoliciesandhospitalindem nity orotherfixedindem nity)
excludedonly ifprem ium paidw ithafter-taxdollars
 O n-sitem edicalclinicsareincluded(ifm orethan“ dem inim is”

careprovided)
•AnticipateIR S guidanceonscopeofexclusions/inclusions
 Em ployercom m entsuggestion: self-fundedlim itedscopedental

andvisionshouldbeaffordedthesam estatusasinsured
benefits
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Em ployee Benefits

S tepT w o– Determ ineT otalCostofthe
ApplicableCoverage

•Includesfullcost(em ployerandem ployee
paid)

•Generalrule: userules“ sim ilarto” CO BR A
rulesfordeterm iningCO BR A rate(lookat
sim ilarly situatedindividuals)

•IR S indicatesCO BR A rulesw illlikely berevised
toalignw ithfutureCadillactax guidance

© 2016 BestBest& KriegerL L P 29

Em ployee Benefits

S tepT hree– S eeifT otalCostIs
GreaterthanIR S L im it

•Ifso,40% penalty appliesonexcessam ount
•P enalty iscalculatedby em ployer(butothers

m ay havetopay aportion)
•P enalty appliesonm onthly basis
•FutureAdjustm entsto$10,200 and$27,500

T hresholds:
Healthcostaveragepercentage(2020 only)

 CO L A (calendaryearsafter2020 only)
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Em ployee Benefits

Exam ple

•Calculating40% ExciseT ax
Em ployeehasselfonly coverageinanem ployer-

sponsoredhealthplanandtotalm onthly costis
$1,000
 P rojected2020 IR S m onthly lim itis$850

($10,200/12)
 S ince$1,000 totalcostexceeds$850 m onthly lim it

– theexcessof$150 issubjectto40% excisetax
Excisetaxforthatem ployeeforthatm onthis$60

(40% of$150 excess)

© 2016 BestBest& KriegerL L P 31

Em ployee Benefits

W hoistheCoverageP rovider?

•Forinsured coverage,thecoverageprovideris
theinsurer

•Forself-insuredcoverage,thecoverage
providerisgenerally theplanadm inistrator
(typically theem ployer,nottheT P A)
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Em ployee Benefits

T heR oadto2020

© 2016 BestBest& KriegerL L P 33

P roposed
regulations

P ubliccom m ents
onfirstnotice
(M ay 15,2015)

Finalregulations

S econd notice
(procedural
aspects)(July 30,
2015)

Em ployee Benefits

N ew IR S Guidanceon
ACA Im plem entation
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Em ployee Benefits

IR S N otice2015-87

•IssuedDecem ber16,2015 andaddresses:
 ACA m arketreform requirem entsforvariousem ployer

healthcarearrangem ents
 Im pactofcontributionstoHR As,flex credits,oropt-

outpaym entsonaffordability
 Adjustm entofbaseam ountsforaffordability andpay-

or-play penalties
 Determ inationofanem ployee’sfull-tim estatus
 AL Econtrolled groupsforgovernm entalentities
 CO BR A continuationcoveragerulesforhealthFS As

thatincludecarryoverprovisions
 T ransitionrelieffrom penaltiesforincorrector

incom pleteem ployerreportingin2016

© 2016 BestBest& KriegerL L P 35

Em ployee Benefits

N otice2015-87:GuidanceonHR As

•R etireeHR AsarenotsubjecttotheACA
m arketreform s

•A participantinanHR A w ithfundsavailable
w illnotbeeligibleforaprem ium tax credit
becauseHR Asareconsidered M EC

•AnHR A (otherthanaretiree-only HR A)failsto
satisfy them arketreform and integration
requirem entsifitperm itsem ployeestouse
HR A fundstopurchaseindividualm arket
coverage
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N otice2015-87:GuidanceonHR As

•T heIR S appearstobetakingthepositionthatanHR A
cannotbeintegratedw ithGHP otherthantheGHP
sponsoredby theem ployerofferingtheHR A
 P reviously,theIR S statedthatanHR A couldbeintegrated

w ithany otherGHP ,sotheHR A andthecoveragew ith
w hichitisintegrateddonotneedtosharethesam eplan
sponsor
 N ow,anHR A w illnotm eettheintegrationrequirem entsif

thecoveredindividualsundertheHR A donotm atchthe
individualsenrolledinthesam eem ployer’sGHP
 T heIR S suggeststyingcoverageundertheHR A totheGHP ,

(i.e.,eligibility forHR A w ouldautom atically m atchthe
em ployee’slevelofcoverageundertheGHP

© 2016 BestBest& KriegerL L P 37

Em ployee Benefits

N otice2015-87:GuidanceonHR As

•T ransitionguidance: reim bursem entforfam ily
m em bersnotenrolled inthesam eem ployer’s
GHP isperm itted for:
 P lanyearsbeginningbeforeJanuary 1,2016,and
IftheplanandHR A w ouldotherw isebeintegrated

basedontheterm softheplanasofDecem ber16,
2015,forplanyearsbeginningbeforeJanuary 1,
2017
•Em ployersw hoseHR Asm etthepriorintegrationrulesas

ofDecem ber15,2016haveuntiltheendof2016to
updatetheirarrangem ent
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N otice2015-87:Em ployerP aym entP lans

•“ Em ployerpaym entplan” m eansaGHP thatreim burses
anem ployeeordirectly paysforindividualhealth
insurancepolicy prem ium s(i.e.,throughCovered
California)

•Em ployerpaym entplansarenolongerperm itted
becausethey violatethem arketreform sforGHP s
 Em ployerpaym entplansprovidedthroughacafeteriaplan

arealsoprohibited
•Em ployerpaym entplansm ay reim burseprem ium sfor

individualm arketcoverageforexceptedbenefitsonly
•IR S ChiefCounselruledthatcash-in-lieu arrangem ents

arenotem ployerpaym entplansbecausecash-in-lieu is
unrelatedtothecostofothercoverage

© 2016 BestBest& KriegerL L P 39

Em ployee Benefits

N otice2015-87:Affordability Calculations

•Em ployercontributionstoHR A
 R educeanem ployee’sshareofthecostof

em ployee-only healthcoverageonly if:
•T heHR A isintegratedw iththeem ployer’sGHP

•T heem ployeecanonly usethecontributiontopay:

 prem ium sforanem ployer-sponsored healthplan,or

 prem ium sforanem ployer-sponsored healthplanandforcost-
sharingorotherhealthbenefitsinadditiontoprem ium s

•T heem ployer’scontributionisrequiredundertheterm s
oftheHR A orisotherw isedeterm inablew ithina
reasonabletim ebeforetheem ployeedecidesw hether
ornottoenroll
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Em ployee Benefits

Exam ple

Em ployercontributionstoHR A:
•Em ployee’sself-only contributionundertheem ployer’s

healthplanis$200/m onth

•T heem ployercontributes$100/m onthtoanintegratedHR A
tobeusedforprem ium sforhealthcoverage,cost-sharing,or
thecostofdentalandvisioncoverage

•Becausethecontributionsatisfiestherequirem entslisted
above,theem ployercontributionof$100/m onthw ould
reducetheem ployee’srequiredcontributionto$100/m onth
($200-$100)

•T heem ployerreports$100 asthem onthly costofcoverage
offeredonForm 1095-C,L ine15

© 2016 BestBest& KriegerL L P 41

Em ployee Benefits

N otice2015-87:Affordability Calculations

•Em ployerflex creditsunderS ection125cafeteriaplan
 Em ployerflexcredits(e.g.,em ployerallow ance)

contributedtoa125planreducestheem ployee’sshareof
thecostofem ployee-only healthcoverageif:
• em ployeecannotopttoreceivetheflex creditasataxablebenefit;

• em ployeem ay usetheflex credittopay forM EC;and

• em ployeecanonly usetheflex credittopay form edicalcare,w ithin
them eaningofS ection 213.

 Ifaflex creditm ay beusedfornon-healthbenefits(i.e.,
dependentcare),orifaflexcreditcanbeusedforhealth
careoralternatively receivedascash,itw illnotaffectthe
em ployee’sshareofthecostofem ployee-only health
coverage(i.e.,w illnotbeaddedorsubtracted)
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N otice2015-87:Affordability
Calculations

•T ransitionguidanceforplanyearsbeginning
beforeJanuary 1,2017:
Ifaflex creditm ay beusedfornon-health

benefits,itw illbetreatedasreducingthe
em ployee’sshareofthecostofem ployee-only
healthcoverageand theem ployerm ay reportitas
suchonForm 1095-C
 T ransitionreliefisnotavailableforplansadopted

afterDecem ber16,2015 orthatsubstantially
increasetheavailableflexcreditafterDecem ber
16,2015

© 2016 BestBest& KriegerL L P 43

Em ployee Benefits

Exam ple

•Em ployerflexcreditsunderS ection125 cafeteria
plan:
 Em ployee’sself-only contributionunderthe

em ployer’shealthplanis$200/m onth
 T heem ployercontributes$50/m onthofflex creditsto

acafeteriaplan,tobeusedforprem ium sforhealth
coverageorcontributedtoahealthFS A
 Becausethecontributionsatisfiestheconditionslisted

above,theflex creditw ould reducetheem ployee’s
requiredcontributionto$150/m onth($200-$50)
 T heem ployerreports$150 asthem onthly costof

coverageofferedonForm 1095-C,L ine15
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N otice2015-87:O therGuidance
•Calculationofaffordabilitybasedonanem ployee’shousehold

incom ew illbeadjustedto9.66% for2016

•Em ployerm andatepenalty am ountsincreased
 Basepenalty am ountsunderS ection 4980H are$2,000 perFT Ein

excessof30 iftheem ployerdoesnotofferhealthcoverage,and
$3,000 perFT Ew hoactually receivesaprem ium tax creditbased on
insufficientem ployercoverage

 For2015,increased to$2,080 and$3,120

 For2016,increased to$2,160 and$3,240

© 2016 BestBest& KriegerL L P 45
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N otice2015-87:O therGuidance

•Countinghourstodeterm ineFT Estatus:
 “ Hoursofservice” doesnotinclude:

• Hoursaftertheindividualterm inatesem ploym ent;or

• Hoursforw hichanem ployeeisdirectly orindirectly paid w hilenot
w orkingduetow orkers’ com pensation,unem ploym entordisability
law s

 Individualsreceivingpaym entsforshort-term orlong-term disability
w horetain em ployeestatusw illearnhoursofservicew hilestillan
em ployee,unlessthepaym entsarem adefrom anarrangem entto
w hichtheem ployerdidnotcontribute(e.g.,theem ployeepaidw ith
after-tax dollars)

 N o501-hourlim itonthehoursofservicerequiredtobe
creditedtoanem ployeeforacontinuousperiodduring
w hichnoservicesareperform ed

© 2016 BestBest& KriegerL L P 46
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N otice2015-87:O therGuidance
•Governm entalAL Econtrolledgroups
 R ulesforaggregatingem ployerstodeterm inew hetheran

em ployerisanAL Edonotspecifically addresstheir
applicationtogovernm ententities

• T heIR S perm itsgovernm ententitiestom akeagoodfaith
interpretationoftheaggregationrulesunderCodeS ections414(b),
(c),(m ),and(o)

• Eachseparate em ployerentity needsitsow nEIN forpurposesof
AL Ereporting

© 2016 BestBest& KriegerL L P 47
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N otice2015-87:O therGuidance

• HealthFS As

 HealthFS Asm ay condition theavailability ofacarryovertoem ployeesw hohave
elected toparticipateinthehealthFS A forthefollow ingplanyear

 HealthFS Asm ay lim itability tocarry overunusedam ountstoam axim um period

 CO BR A notrequiredforahealthFS A ifam ountrequired topay forCO BR A exceeds
am ountavailableundertheFS A fortherem ainderoftheplanyear

 Any carryoveram ountisincluded indeterm iningthebenefitthataCO BR A
beneficiary canreceiveduringtherem ainderoftheplanyearinw hichthe
qualifyingeventoccurs

 CO BR A applicableprem ium forahealthFS A only includessalary reductionsandany
em ployercontributions,notany unused am ountscarriedoverfrom apreviousyear

 IfahealthFS A perm itscarryoversforothersim ilarly situatedem ployees,itm ust
alsoperm itcarryoversforCO BR A qualified beneficiaries(lim itedtouseduringthe
CO BR A continuation period),butisnotrequiredtoperm itnew salary reduction
electionsorem ployercontributionsforthenextplanyear
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O pt-O utP aym ents

•N otice2015-87andP roposedR egulations
•O pt-outpaym entm eansapaym entthatis

availableonly ifanem ployeedeclines
coverage,includingw aivingcoverage,and that
isnotperm itted tobeused topay forcoverage
undertheplan
 Anem ployercontributiontoacafeteriaplanthat

canbeusedby theem ployeetopurchaseM EC is
notanopt-outpaym ent,w hetherornotthe
em ployeem ay receivetheam ountasataxable
benefit(i.e.,cash)

© 2016 BestBest& KriegerL L P 49
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O pt-O utP aym ents

•U nconditionalopt-outpaym ents
 A paym entconditionedsolely onanem ployeedeclining

coverageunderanem ployer’shealthplan(andnoton
otherrequirem ents,likeshow ingproofofothergroup
healthcoverage)
 U nconditionalopt-outpaym entsw illbeaddedtothe

em ployee’sshareofthecostofem ployee-only health
coverage
 T axpayersw ithopt-outarrangem entsadoptedonorbefore

Decem ber16,2015m ay rely ontheN oticebefore
regulationsarefinalizedandarenotrequiredtoadd
unconditionalopt-outpaym entstotheem ployee’sshareof
thecostofem ployee-only healthcoverage
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O pt-O utP aym ents

•Eligibleopt-outarrangem ents– Conditionalopt-outpaym ents
thatm eetthefollow ingrequirem ents:
 Em ployeesm ustprovidereasonableevidenceofothergroupcoverage

thatisM EC fortheem ployeeandallotherindividualsforw hom heor
shereasonably expectstoclaim apersonalexem ptiondeductionfor
thetax yeartow hichtheoptoutpaym entapplies(“ tax fam ily” )

 R easonableevidencem ustbeprovidedannually,noearlierthan
regularopenenrollm entforthenextplanyear

 T healternatecoveragem ustbeeffective duringtheperiodofcoverage
oftheem ployer’splan

 T heoptoutpaym entw illnotbeprovidediftheem ployerknow sorhas
reasontoknow thattheem ployeeorotherindividualinthe
em ployee’stax fam ily w illnothavethealternatecoverage
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O pt-O utP aym ents

•P aym entsunderaneligibleopt-outarrangem entw illnotbe
addedtotheem ployee’sshareofthecostofem ployee-only
healthcoverage

•Guidanceisproposedtobeeffectiveforplanyearsbeginning
afterDecem ber31,2016
 Butunconditionalopt-outarrangem entsadoptedafterDecem ber16,

2015 m ustbeaddedtotheem ployee’srequiredcontributionfor
periodsafterDecem ber16,2015
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Em ployee Benefits

Exam ple

•O pt-O utP aym ents:
 Em ployee’sself-only contributionis$200/m onth

 S tartingJanuary 1,2016,em ployeroffersa$200 opt-out
paym entiftheem ployeew aivescoverage. T heem ployee
doesnotneedtoshow proofofothercoverageinorderto
receivethepaym ent

 T heopt-outpaym entisaddedtotheem ployee’srequired
contributionbecauseitisanunconditionalopt-out
paym entthatisnoteligiblefortransitionrelief

 T heem ployerreports$400 asthem onthly costofcoverage
offeredonForm 1095-C,L ine15
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Q uestions
&

Answ ers
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Em ployee Benefits

T hankyou forattending.

Best Best & Krieger LLP
w w w.bbklaw.com

IsabelC.S afie KatrinaA.Veldkam p
isabel.safie@ bbklaw.com katrina.veldkam p@ bbklaw.com
3390 U niversity Avenue,5th Floor 2855 EastGuastiR oad,S uite400
R iverside,CA 92502-1028 O ntario,CA 91761
P hone:(951)826-8309 P hone:(909)466-4904

© 2016 BestBest& KriegerL L P 55


