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SUMMARY OF KEY PROVISIONS UNDER HEALTHCARE REFORM ACT 

AFFECTING GROUP HEALTH PLAN DESIGN 

 
Prepared by Husch Blackwell Sanders LLP 

 
    

PROVISION
1
 EFFECTIVE DATE

2
 INSURED VS. 

SELF-INSURED 

PLANS 

GRANDFATHERE

D VS. NON-

GRANDFATHERE

D PLANS 

Mandatory coverage for adult children to age 26 
(married/unmarried; student/non-student) 
 
Note:  Conforming changes made to income tax 
exclusions for non-dependent adult children through 
end of calendar year in which child reaches age 26 
 

Plan years beginning on or after 
September 23, 2010 (e.g., January 1, 
2011 for calendar year plans) 

Both Both; except 
grandfathered plans 
do not have to offer 
coverage until 2014 if 
the non-dependent 
adult child is eligible 
for another employer-
sponsored plan 

Elimination of lifetime maximums on essential group 
health plan benefits 
 

Plan years beginning on or after 
September 23, 2010 

Both Both 

Elimination of annual maximums on essential group 
health plan benefits 

Plan years beginning on or after 
September 23, 2010; except that HHS 
issued guidance allowing pre-2014 
limits on essential benefits 
 

Both Both 

Elimination of pre-existing conditions exclusions Plan years beginning on or after 
September 23, 2010 for enrollees 
under age 19; 2014 for all others 
 

Both Both 

                                                 
1 Does not include notice and reporting requirements. 
2 The Patient Protection and Affordable Care Act was signed into law March 23, 2010, and the Health Care and Education Reconciliation Act adopted March 30, 
2010. 



 

 

 

Prohibition on retroactive rescission of coverage 
except for fraud, misrepresentation or non-payment of 
premiums 
 

Plan years beginning on or after 
September 23, 2010 
 

Both Both 

Prohibition on requiring prior authorization or 
increased cost-sharing for emergency services (both 
in-network and out-of-network) 
 

Plan years beginning on or after 
September 23, 2010 

Both Grandfathered plans 
are exempt 

Mandatory coverage for certain preventive services 
(including mandatory child care services) without cost 
sharing 
  

Plan years beginning on or after 
September 23, 2010 
 
 

Both Grandfathered plans 
are exempt 

Non-discrimination rules under Section 105(h) of the 
Internal Revenue Code extended to insured plans 
 

Plan years beginning on or after 
September 23, 2010 
 
 

Both Grandfathered plans 
are exempt 

Mandatory implementation of internal and external 
appeals procedures 
 

Plan years beginning on or after 
September 23, 2010 
 

Both Grandfathered plans 
are exempt 

May choose any primary care physician available to 
accept participant 

Pediatrician may be designated 
Can see OB-GYN professional  without 
authorization or referral 
 

Plan years beginning on or after 
September 23, 2010 
 

Both Grandfathered plans 
are exempt 

Over-the-counter drugs no longer eligible for 
reimbursement under FSAs; HRAs; and HSAs without 
a prescription 
 

Tax years beginning after December 
31, 2010 

n/a Both 

Flexible Spending Account (FSA) contributions 
limited to $2,500 (indexed for cost of living) 
 

Tax years beginning after December 
31, 2012 

n/a Both 

Maximum 90 day waiting period for enrollment 
 

2014 Both Both 



 

 

 

Mandatory coverage for clinical trials for life-
threatening diseases 
 

2014 Both Grandfathered plans 
exempt 

Wellness incentive opportunity increased from 20% to 
30% of the cost of coverage (HHS Secretary may 
increase by regulation) 
 

2014 Both Unclear 

Annual limits on participant out-of-pocket costs for 
essential benefits cannot exceed the limits for high 
deductible health plans 
 

2014 Both Grandfathered plans 
exempt 

Mandatory enrollment of all eligible employees 
subject to voluntary employee opt-out; applicable to 
employers with 200 or more employees 
 

Effective date is not clear; future 
guidance expected and most believe 
this requirement will not be effective 
until regulations are issued 

Both Both 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 

Analysis of Health Reform Regulations Governing Grandfathered Plans 

 
On June 17, 2010, the Departments of Health and Human Services (HHS), Labor and Treasury released 
final interim regulations for determining whether an employer-sponsored health plan will be 
"grandfathered" under the Patient Protection and Affordable Care Act and the Health Care and Education 
Reconciliation Act of 2010 (together referred to as the Affordable Care Act ("ACA")).  ACA represents 
comprehensive health care reform legislation that significantly impacts employer sponsored health plans, 
both fully insured and self-insured plans.   
 
Grandfathered plans will be relieved of certain ACA compliance obligations.  To be grandfathered, a plan 
must have had at least one individual enrolled in coverage on March 23, 2010, and the plan must have 
continuously covered at least one person since March 23, 2010 (even if not the same individual(s)).  ACA 
specifically provides that a plan will not lose its grandfather status when newly eligible employees and 
employees’ family members become covered under the plan on or after March 23, 2010.  A special 
grandfather rule (discussed below) applies to fully-insured plans maintained pursuant to one or more 
collective bargaining agreements ratified on or before March 23, 2010. 
 
The interim final regulations outline the actions that will cause loss of grandfather status, provide 
transition and anti-abuse rules, and clarify the plans and benefits that are not subject to ACA.  
Grandfather status is a choice that plans subject to the ACA must consider by weighing the costs of 
compliance under ACA as a non-grandfathered plan against the lost opportunity costs associated with 
retaining grandfather status. 
 
ACA Provisions Applicable ONLY to Non-Grandfathered Plans  

• No employee cost sharing for certain preventive care and certain immunizations.   

• Disclosure of certain plan information to HHS, the applicable state insurance commissioner and 
the public.   

• The nondiscrimination rules that were previously applicable only to self-insured health plans are 
extended to non-grandfathered fully-insured health plans.   

• Annual reporting to HHS and to enrollees regarding benefits under the plan that improve health 
and wellness and health promotion activities.   

• A pediatrician may be designated a primary care provider for a child and no authorization or 
referral may be required for participating OB-GYNs.   

• Emergency services must be covered without prior authorization and treated as in-network 
coverage.   

• The ability not to offer coverage to adult children (up to age 26) if they are eligible for other 
employer sponsored coverage is lost.  This is lost effective for the first plan year beginning on or 
after January 1, 2014, even for grandfather plans.  

• An internal and external review process must be established and continued coverage must be 
provided pending the outcome of appeals.   

• Coverage for routine clinical trials must be provided. 
 
Changes Causing Loss of Grandfather Status 
Grandfather status and the loss of grandfather status are determined on a per benefit option basis for a 
plan.  For example, a PPO option offered under a plan may lose grandfather status, but a high deductible 



option offered under the same plan may not.  The interim final regulations specify that the following 
actions will result in loss of grandfather status: 

• Changing Insurance Carriers or Entering into New Contracts - changing the insurer of fully-
insured coverage will trigger the loss of grandfather status even without changes in plan design.  
In addition, entering into a new contract (even with the same insurer) instead of merely renewing 
a contract will cause the loss of grandfather status.  For example, if a plan adds a high deductible 
option as part of a contract renewal, the new high deductible option will not be grandfathered, but 
the existing options under the plan will.  A plan may also lose grandfather status if it changes 
from being self-funded to fully-insured, or vice versa. 

• Eliminating Coverage of a Benefit - the elimination of substantially all benefits of the coverage 
that was in place on March 23, 2010, for a condition or substantial elimination of any element 
necessary to treat a condition.  For example, eliminating coverage of counseling for mental illness 
treatment or any coverage related to a particular condition, such as AIDS. 

• Increase in Co-Insurance - any increase in the coinsurance percentage in effect on March 23, 
2010.   

• Increasing Fixed Cost-Sharing Amounts - an increase in a fixed cost-sharing amount that 
exceeds the amount in effect on March 23, 2010, by medical inflation plus 15% (or the greater of 
$5 or 15% for a copay). 

• Decreasing the Rate of Employer Contributions - a decrease in the rate of employer 
contributions of more than 5%.  If employer contributions are based on a formula, grandfather 
status is lost if employer contributions for any tier of coverage decrease by more than 5% for 
similarly situated individuals.  If the plan is self-insured, the employer's contributions are equal to 
total plan costs minus employee contributions. 

• New Maximum Limits on Benefits - imposing a new annual or lifetime maximum on an option 
after March 23, 2010.  ACA prohibits annual or lifetime maximums on essential benefits for plan 
years beginning on and after September 23, 2010 (January 1, 2011, for calendar year plans).  In 
addition, a plan that imposed a lifetime limit on March 23, 2010, but not an annual limit, will lose 
grandfather status if it later adopts an annual limit that is less than the lifetime limit that was in 
place on March 23, 2010.  Finally, a plan will lose grandfather status if it decreases an annual 
limit that was in place on March 23, 2010. 

 
Permissible Changes 

The preamble to the interim final regulations specifies that the following actions, by themselves, will not 
result in the loss of grandfather status: 

• Policy Premium Increases – although an employer is not permitted to decrease the rate of 
employer contributions by more than 5%. 

• Changes to Comply with Law – however changes that decrease benefits will result in loss of 
grandfather status (e.g., eliminating all mental health and substance abuse benefits to avoid 
complying with the Mental Health Parity and Addiction Equity Act). 

• Compliance with Non-Mandatory Reforms and Increases in Benefits – such as amending a 
plan prior to 2014 to provide for coverage to dependent and non-dependent adult children up to 
age 26, even if the child is eligible for other employer sponsored coverage.   

• A Self-Insured Plan Changing Third Party Administrators or Stop-Loss carriers – however, 
a fully insured plan is not permitted to change insurance carriers. 

 
Required Communication and Document Retention for Maintaining Grandfather Status 

Sponsors of plans or benefit options that are grandfathered must include in employee communications 
(e.g. summary plan descriptions) a statement that the plan or benefit option is grandfathered.  The 
statement must also include contact information for questions and complaints and must be added to plan 
materials before the first day of the plan year in which the plan seeks grandfather status.  The interim final 



regulations provide model language for sponsors to use, which may be updated in future regulations.  In 
addition, a plan wishing to maintain grandfather status must retain, and make available for inspection, 
plan records proving the plan's provisions in effect on March 23, 2010, and any plan documents necessary 
to verify, explain or clarify the plan's status as a grandfathered plan. 
 
Transition and Anti-Abuse Rules 
Changes to a contract or plan made prior to March 23, 2010, but effective after March 23, 2010, do not 
cause loss of grandfather status.  Changes made after March 23, 2010, but before the issuance of the 
interim final regulations, do not cause the loss of grandfather status if the changes are revoked or 
modified on or before the first plan year beginning on or after September 23, 2010 (January 1, 2011, for 
calendar year plans). 
 
The preamble to the interim final regulations also states that plan changes made after March 23, 2010, but 
before issuance of the interim final regulations will not cause a plan to lose grandfather status if such 
changes represent a “good-faith effort to comply with a reasonable interpretation of [ACA]” and “only 
modestly exceed” the rules set forth in the interim final regulations.  
 
If participants covered under a plan or benefit option are transferred to another plan or benefit option for 
cost, plan design, or non-bona fide employment-based reasons, both plans lose grandfather status if the 
plan from which they are transferred would have lost grandfather status if it were amended to have the 
terms of the plan to which they are transferred.  In addition, if the principal purpose of a merger or other 
corporate transaction is to cause participants to be covered under a grandfathered plan or option, the plan 
that provides coverage for those participants loses grandfather status. 
 
Plans and Benefits that are Exempt from Compliance with ACA 
The preamble to the interim final regulations confirms that the following plans and benefits are exempt 
from compliance with all provisions of ACA (whether applicable to all plans or only to non-grandfathered 
plans): 

• Dental-only and vision-only plans. 

• Most health flexible spending arrangements. 

• Separate insurance coverage for critical illness or accidents. 

• Separate retiree-only plans. 

• Medigap policies. 

• Accidental death and dismemberment coverage. 
 
Special Rule for Collectively-Bargained, Fully-Insured Plans 
In addition to the general grandfather rule, ACA provides that health insurance coverage maintained 
pursuant to one or more collective bargaining agreements (“CBA”) ratified before March 23, 2010, is 
deemed to be grandfathered until the last CBA relating to the coverage terminates.  The interim final 
regulations clarify that this rule applies only to insured plans pursuant to a CBA and not to self-funded 
plans.  Fully-insured coverage maintained pursuant to a CBA ratified before March 23, 2010, will lose 
grandfather states if changes are made to coverage between March 23, 2010, and the date the CBA 
expires that would cause loss of grandfathered status for a plan that is not maintained pursuant to a CBA.  
However, the grandfather status will not be lost until the last CBA relating to such coverage terminates.  
In addition, grandfathered collectively bargained plans must comply with all reforms that apply to 
grandfathered non-collectively bargained plans at the same time as such reforms are applicable to other 
grandfathered plans.  
 

Comment Period 



The interim final regulations are not conclusive, and may change.  In addition to comments on the rules 
set forth in the interim final regulations, the agencies have specifically asked commentators for input 
regarding whether changes to plan structure (e.g., changing from fully-insured to self-insured), changes to 
provider networks or drug formulary, or other changes should cause a plan to lose grandfather status.   
Employers wishing to submit comments to the agencies may do so no later than 60 days after publication 
(August 16, 2010).   
 

What this means to you:  Employers with plans in existence on March 23, 2010, must determine 
whether or not to maintain grandfather status.  Therefore, the potential cost savings from the plan changes 
foregone in the interest of maintaining grandfather status must be weighed against the costs of complying 
with the ACA provisions applicable to non-grandfathered plans.   

Please contact any of the following Husch Blackwell Sanders attorneys near you if you have questions, or 
if we can assist in any way: 

Chattanooga 
Hillary Klein - hillary.klein@huschblackwell.com - 423.757.5950 
 

Denver 
Mary Stuart - mary.stuart@huschblackwell.com - 303.749.7207 
Chris Ottele - chris.ottele@huschblackwell.com - 303-749-7209 

Kansas City 
Mark Welker - mark.welker@huschblackwell.com - 816.983.8148 
Craig Kovarik - craig.kovarik@huschblackwell.com - 816.983.8249 
Pat Martin - pat.martin@huschblackwell.com - 816.983.8206  
Scott Behrens - scott.behrens@huschblackwell.com - 816.983.8393 
 
Peoria 

Brian Ruddell - brian.ruddell@huschblackwell.com - 309.497.3208 

St. Louis 
Ruth Hays - ruth.hays@huschblackwell.com - 314.480.1609  
Alan Kandel - alan.kandel@huschblackwell.com - 314.345.6463 
Dannae Delano - dannae.delano@huschblackwell.com - 314.345.6258 



This chart contains an illustrative summary of some of the new health reform provisions and does not cover all the 

specifics of the provisions.  This chart provides an informal explanation of the new health reform provisions and should 

not be considered legal advice or interpretive guidance. 

Application of the New Health Reform Provisions of Part A of Title XXVII of the PHS Act to Grandfathered Plans

PHS Act Section Summary of Provision Application to Grandfathered plans 

§2701 Fair health insurance 

premiums 

Health insurance issuers may not charge 

discriminatory premium rates.  The rate may 

vary only by whether such plan or coverage 

covers an individual or family, rating area, 

actuarial value, age, and tobacco use.   

Not applicable; also does not apply 

to large group insurance market 

coverage in States that do not 

allow such coverage to be offered 

through the State exchanges. 

§2702 Guaranteed availability of 

coverage 

Health insurance issuers in both the individual 

and group markets must accept every employer 

and individual in the State that applies for 

coverage, but are permitted to limit enrollment 

to annual open and special enrollment periods 

for those with qualifying lifetime events. 

Not applicable  

§2703 Guaranteed renewability 

of coverage 

Requires guaranteed renewability of coverage 

regardless of health status, utilization of health 

services, or any other related factor.  Coverage 

can only be cancelled under specific, 

enumerated circumstances.  

Not applicable  

§2704 Prohibition of preexisting 

condition exclusion or other 

discrimination based on health 

status

Group health plans and health insurance issuers 

offering group or individual coverage may not 

impose a preexisting condition exclusion or 

discriminate based on health status. 

Applicable to grandfathered group 

health plans and group health 

insurance coverage.   

Not applicable to grandfathered 

individual health insurance 

coverage. 

§2705 Prohibiting discrimination 

against individual participants 

and beneficiaries based on health 

status

Retains the HIPAA1 nondiscrimination 

provisions for group health plans and group 

health insurance issuers.  Specifically, plans and 

group health insurance issuers may not set 

eligibility rules based on factors such as health 

status and evidence of insurability – including 

acts of domestic violence or disability. Provides 

limits on the ability of plans and issuers to vary 

premiums and contributions based on health 

status.

The Affordable Care Act adds new provisions 

regarding wellness programs and extends all the 

nondiscrimination protections to the individual 

market.  

The HIPAA nondiscrimination 

provisions are applicable to 

grandfathered group health plans 

and group health insurance issuers. 

The new Affordable Care Act 

extensions are not applicable to 

grandfathered group health plans 

and group health insurance 

coverage.   

Not applicable to grandfathered 

individual health insurance 

coverage. 

§2706 Nondiscrimination in 

health care 

Prohibits discrimination by group health plans 

and health insurance issuers against health care 

providers acting within the scope of their 

professional license and applicable State laws. 

Not applicable 

§2707 Comprehensive health 

insurance coverage 

Requires health insurance issuers in the small 

group and individual markets (and large group 

markets in State exchanges) to include coverage 

which incorporates defined essential benefits, 

provides a specified actuarial value, and requires 

all group health plans to comply with limitations 

on allowable cost sharing. 

Not applicable  

1 HIPAA is the Health Insurance Portability and Accountability Act of 1996. 



This chart contains an illustrative summary of some of the new health reform provisions and does not cover all the 

specifics of the provisions.  This chart provides an informal explanation of the new health reform provisions and should 

not be considered legal advice or interpretive guidance. 

§2708 Prohibition on excessive 

waiting periods 

Prohibits any waiting periods that exceed 90 

days for group health plans and group health 

insurance coverage. 

Applicable 

§27092 Coverage for individuals 

participating in approved clinical 

trials

Prohibits health insurance issuers from dropping 

coverage because an individual (who requires 

treatment for cancer or another life-threatening 

condition) chooses to participate in a clinical 

trial.  Issuers also may not deny coverage for 

routine care that they would otherwise provide 

because an individual is enrolled in a clinical 

trial.

Not applicable 

§2711 No lifetime or annual 

limits 

Prohibits group health plans and health 

insurance issuers offering group or individual 

health insurance coverage from establishing 

lifetime limits and annual limits on the dollar 

value of benefits. Prior to 2014, plans and 

issuers may establish certain restricted annual 

limits (as defined in regulations). 

Prohibition on lifetime limits: 

Applicable  

Prohibition and limits on annual 

limits: Applicable to grandfathered 

group health plans and group 

health insurance coverage; not 

applicable for grandfathered 

individual health insurance 

coverage. 

§2712 Prohibition on rescissions Group health plans and health insurance issuers 

may not rescind health coverage after coverage 

begins except in the case of fraud or intentional 

misrepresentation. 

Applicable 

§2713 Coverage of preventive 

health 

Group health plans and health insurance issuers 

offering group or individual health insurance 

coverage must cover certain preventive services, 

immunizations, and screenings, without any cost 

sharing. 

Not applicable 

§2714 Extension of dependent 

coverage 

Group health plans and health insurance issuers 

offering group or individual health insurance 

coverage that provide dependent coverage must 

continue to make such coverage available to 

children until age 26. 

Applicable3

2 After the amendments made by the Affordable Care Act, there are two PHS Act sections 2709.  The first 

section 2709 was PHS Act section 2713 before the amendments made by the Affordable Care Act and was 

redesignated PHS Act section 2733 by section 1001(3) of the Affordable Care Act and then, as PHS Act 

section 2733, was again redesignated by section 1562(c)(10) of the Affordable Care Act as PHS Act section 

2709.  The second section 2709 was added by section 10103 of the Affordable Care Act and relates to 

coverage for individuals participating in approved clinical trials.  Grandfathered health plans are subject to 

the first PHS Act section 2709 because as PHS Act section 2713 it was part of the PHS Act before the 

enactment of the Affordable Care Act.  However, grandfathered health plans are not subject to the second 

PHS Act section 2709. 
3 For a group health plan or group health insurance coverage that is a grandfathered health plan for plan 

years beginning before January 1, 2014, PHS Act section 2714 is applicable in the case of an adult child 

only if the adult child is not eligible for other employer-sponsored health plans coverage. The interim final 

regulations relating to PHS Act 2714, published in 75 FR 27122 (May 13, 2010), and these interim final 

regulations clarify that, in the case of an adult child who is eligible for coverage under the employer-

sponsored plans of both parents, neither parent’s plan may exclude the adult child from coverage based on 

the fact that the adult child is eligible to enroll in the other parent’s employer-sponsored plan. 



This chart contains an illustrative summary of some of the new health reform provisions and does not cover all the 

specifics of the provisions.  This chart provides an informal explanation of the new health reform provisions and should 

not be considered legal advice or interpretive guidance. 

§2715 Development and 

utilization of uniform 

explanation of coverage 

documents and standardized 

definitions 

Requires the Federal government to develop 

standards for use by group health plans and 

health insurance issuers in compiling and 

providing an accurate summary of benefits and 

explanation of coverage for applicants, 

policyholders or certificate holders, and 

enrollees. The explanation of coverage must 

describe any cost sharing, exceptions, 

reductions, and limitations on coverage, and 

give examples to illustrate common benefits 

scenarios. 

Applicable 

§2715A Provision of additional 

information 

Requires group health plans and health 

insurance issuers offering group or individual 

health insurance coverage to disclose, to the 

Federal government and the State insurance 

commissioner, certain enrollee information such 

as claims payment policies and practices and 

enrollee rights. Requires such plans and issuers 

to provide information to enrollees on the 

amount of cost-sharing for a specific item or 

service.

Not applicable 

§2716 Prohibition on 

discrimination in favor of 

highly-compensated individuals  

Prohibits fully-insured group health plans from 

discriminating in favor of highly compensated 

individuals with respect to eligibility and 

benefits. 

Not applicable 

§2717 Ensuring quality of care Requires the Federal government to develop 

guidelines for use by health insurance issuers to 

report information on initiatives and programs 

that improve health outcomes.  Prohibits a 

wellness program from requiring the disclosure 

or collection of any information relating to the 

presence or storage of a lawfully possessed 

firearm or ammunition in the residence or the 

lawful use, possession or storage of a firearm or 

ammunition by an individual. 

Not applicable 

§2718 Bringing down cost of  

health care coverage (medical 

loss ratio provisions) 

Requires health insurance issuers offering group 

or individual health insurance coverage to 

submit annual reports to the Federal government 

on the percentages of premiums that the 

coverage spends on reimbursement for clinical 

services and activities that improve health care 

quality, and to provide rebates to enrollees if this 

spending does not meet minimum standards for 

a given plan year.   

Applicable to insured 

grandfathered plans 

§2719 Appeals process Group health plans and health insurance issuers 

offering group or individual health insurance 

coverage must provide an effective internal 

appeals process of coverage determinations and 

claims and comply with any applicable State 

external review process. If the State has not 

established an external review process that 

meets minimum standards or the plan is self-

insured, the plan or issuer shall implement an 

external review process that meets standards 

established by the Federal government.  

Not applicable 



This chart contains an illustrative summary of some of the new health reform provisions and does not cover all the 

specifics of the provisions.  This chart provides an informal explanation of the new health reform provisions and should 

not be considered legal advice or interpretive guidance. 

§2719A Patient protections Group health plans and health insurance issuers 

offering group or individual health insurance 

coverage must permit an individual to select a 

participating primary care provider, or 

pediatrician in the case of a child. Provides 

direct access to obstetrical or gynecological care 

without a referral. Prohibits prior authorization 

or increased cost sharing for out-of-network 

emergency services. 

Not applicable 



Fact Sheet: The Affordable Care Act’s New Patient’s Bill of Rights

June 22, 2010

A major goal of the Affordable Care Act – the health insurance reform legislation President 
Obama signed into law on March 23 – is to put American consumers back in charge of their 
health coverage and care.  Insurance companies often leave patients without coverage when they 
need it the most, causing them to put off needed care, compromising their health and driving up 
the cost of care when they get it.  Too often, insurance companies put insurance company 
bureaucrats between you and your doctor.  The Affordable Care Act cracks down on the some of 
the most egregious practices of the insurance industry while providing the stability and the 
flexibility that families and businesses need to make the choices that work best for them.

Today, the Departments of Health and Human Services (HHS), Labor, and Treasury issued 
regulations to implement a new Patient’s Bill of Rights under the Affordable Care Act – which 
will help children (and eventually all Americans) with pre-existing conditions gain coverage and 
keep it, protect all Americans’ choice of doctors and end lifetime limits on the care consumers 
may receive. These new protections apply to nearly all health insurance plans.1

How These New Rules Will Help You

Stop insurance companies from limiting the care you need.   For most plans starting on or 
after September 23, these rules stop insurance companies from imposing pre-existing 
condition exclusions on your children; prohibit insurers from rescinding or taking away your 
coverage based on an unintentional mistake on an application; ban insurers from setting 
lifetime limits on your coverage; and restrict their use of annual limits on coverage.  

Remove insurance company barriers between you and your doctor. For plans starting on
or after September 23, these rules ensure that you can choose the primary care doctor or 
pediatrician you want from your plan’s provider network, and that you can see an OB-GYN
without needing a referral.  Insurance companies will not be able to require you to get prior 
approval before seeking emergency care at a hospital outside your plan’s network.  These 
protections apply to health plans that are not grandfathered.

Builds On Other Affordable Care Act Policies

These new protections complement other parts of the Affordable Care Act including:

Reviewing Insurers’ Premium Increases.  HHS recently offered States $51 million in grant 
funding to strengthen review of insurance premiums. Annual premium hikes can put 
insurance out of reach of many working families and small employers.  These grants are a 
down-payment that enable States to act now on reviewing, disclosing, and preventing 
unreasonable rate hikes. Already, a number of States, including California, New York, 
Maine, Pennsylvania and others are moving forward to improve their oversight and require 
more transparency of insurance companies’ requests to raise rates.

1 Limits on pre-existing conditions and annual limits will not apply to existing “grandfathered” plans offering individual 
coverage.  For details, see the Fact Sheet and interim final regulations released on the topic on June 14.
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Getting the Most from Your Premium Dollars.  Beginning in January, the Affordable Care 
Act requires individual and small group insurers to spend at least 80% and large group
insurers to spend at least 85% of your premium dollars on direct medical care and efforts to 
improve the quality of care you receive – and rebate you the difference if they fall short. This 
will limit spending on overhead and salaries and bonuses paid to insurance company 
executives and provide new transparency into how your dollars are spent. Insurers will be 
required to publicly disclose their rates on a new national consumer website –
HealthCare.gov. 

Keeping Young Adults Covered. Starting September 23, children under 26 will be allowed 
to stay on their parent’s family policy, or be added to it. Group health plans that are 
grandfathered plans can limit this option to adult children that don’t have another offer of 
employment-based coverage. Many insurance companies and employers have agreed to 
implement this program early, to avoid a gap in coverage for new college graduates and other 
young adults.

Providing Affordable Coverage to Americans without Insurance due to Pre-existing 

Conditions: Starting July 1, Americans locked out of the insurance market because of a pre-
existing condition can begin enrolling in the Pre-existing Condition Insurance Plan (PCIP). 
This program offers insurance without medical underwriting to people who have been unable 
to get it because of a preexisting condition.  It ends in 2014, when the ban on insurers 
refusing to cover adults with pre-existing conditions goes into effect and individuals will 
have affordable choices through Exchanges – the same choices as members of Congress.

New Consumer Protections Starting As Early As This Fall

The new Patient’s Bill of Rights regulations detail a set of protections that apply to health 
coverage starting on or after September 23, 2010, six months after the enactment of the 
Affordable Care Act.  They are:

No Pre-Existing Condition Exclusions for Children Under Age 19.  Each year, thousands 
of children who were either born with or develop a costly medical condition are denied 
coverage by insurers. Research has shown that, compared to those with insurance, children 
who are uninsured are less likely to get critical preventive care including immunizations and 
well-baby checkups.  That leaves them twice as likely to miss school and at much greater risk 
of hospitalization for avoidable conditions.

o A Texas insurance company denied coverage for a baby born with a heart defect that 
required surgery.  Friends and neighbors rallied around the family to raise the 
thousands of dollars needed to pay for the surgery and put pressure on the insurer to 
pay for the needed treatment. A week later the insurer backed off and covered the 
baby.2

2 Jarvis, Jan, “Under Fire, Blue Cross Blue Shield of Texas Offers to Cover Medical Expenses for Crowley Baby,” Houston Star-

Telegram, (March 31, 2010). 
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The new regulations will prohibit insurance plans from denying coverage to children based 
on a pre-existing conditions.  This ban includes both benefit limitations (e.g., an insurer or 
employer health plan refusing to pay for chemotherapy for a child with cancer because the 
child had the cancer before getting insurance) and outright coverage denials (e.g., when the 
insurer refuses to offer a policy to the family for the child because of the child’s pre-existing 
medical condition).  These protections will apply to all types of insurance except for 
individual policies that are “grandfathered,” and will be extended to Americans of all ages 
starting in 2014.

No Arbitrary Rescissions of Insurance Coverage.  Right now, insurance companies are 
able to retroactively cancel your policy when you become sick, if you or your employer made 
an unintentional mistake on your paperwork. 

o In Los Angeles, a woman undergoing chemotherapy had her coverage cancelled by 
an insurer who insisted her cancer existed before she bought coverage. She faced 
more than $129,000 in medical bills and was forced to stop chemotherapy for several 
months after her insurance was rescinded.3

Under the regulations, insurers and plans will be prohibited from rescinding coverage – for 
individuals or groups of people – except in cases involving fraud or an intentional
misrepresentation of material facts.  Insurers and plans seeking to rescind coverage must 
provide at least 30 days advance notice to give people time to appeal.  There are no 
exceptions to this policy.

No Lifetime Limits on Coverage.  Millions of Americans who suffer from costly medical 
conditions are in danger of having their health insurance coverage vanish when the costs of 
their treatment hit lifetime limits set by their insurers and plans.  These limits can cause the 
loss of coverage at the very moment when patients need it most. Over 100 million 
Americans have health coverage that imposes such lifetime limits.

o A teenager was diagnosed with an aggressive form of leukemia requiring 
chemotherapy and a stay in the intensive care unit.  He reached his family’s plan’s $1 
million lifetime limit in less than a year.  His parents had to turn to the public for help 
when the hospital informed them it needed either $600,000 in certified insurance or a 
$500,000 deposit to perform the bone marrow transplant he needed.4

The regulation released today prohibits the use of lifetime limits in all health plans and 
insurance policies issued or renewed on or after September 23, 2010.  

Restricted Annual Dollar Limits on Coverage.  Even more aggressive than lifetime limits 
are annual dollar limits on what an insurance company will pay for health care.  Annual 
dollar limits are less common than lifetime limits, involving 8 percent of large employer 

3 Girion, Lisa “Health Net Ordered to Pay $9 million after Canceling Cancer Patient’s Policy,” Los Angeles Times (2008), 
available at: http://www.latimes.com/business/la-fi-insure23feb23,1,5039339.story.
4 Murphy, Tom. “Patients struggle with lifetime health insurance benefit caps,” Los Angeles Times, July 2008.
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plans, 14 percent of small employer plans, and 19 percent of individual market plans. But for 
people with medical costs that hit these limits, the consequences can be devastating.  

o One study found that 10 percent of cancer patients reached a limit of what insurance 
would pay for treatment – and a quarter of families of cancer patients used up all or 
most of their savings on treatment.5

The rules will phase out the use of annual dollar limits over the next three years until 2014
when the Affordable Care Act bans them for most plans.  Plans issued or renewed beginning 
September 23, 2010, will be allowed to set annual limits no lower than $750,000.  This 
minimum limit will be raised to $1.25 million beginning September 23, 2011, and to $2 
million beginning on September 23, 2012.  These limits apply to all employer plans and all
new individual market plans. For plans issued or renewed beginning January 1, 2014, all 
annual dollar limits on coverage of essential health benefits will be prohibited

Employers and insurers that want to delay complying with these rules will have to win 
permission from the Federal government by demonstrating that their current annual limits are 
necessary to prevent a significant loss of coverage or increase in premiums.  Limited benefit 
insurance plans – which are often used by employers to provide benefits to part-time workers 
— are examples of insurers that might seek this kind of delay. These restricted annual dollar 
limits apply to all insurance plans except for individual market plans that are grandfathered.

Protecting Your Choice of Doctors.  Being able to choose and keep your doctor is a key 
principle of the Affordable Care Act, and one that is highly valued by Americans.  People 
who have a regular primary care provider are more than twice as likely to receive 
recommended preventive care; are less likely to be hospitalized; are more satisfied with the 
health care system, and have lower costs. Yet, insurance companies don’t always make it 
easy to see the provider you choose.  One survey found that three-fourths of OB-GYNs 
reported that patients needed to return to their primary care physicians for permission to get 
follow-up care.

The new rules make clear that health plan members are free to designate any available 
participating primary care provider as their provider.  The rules allow parents to choose any 
available participating pediatrician to be their children’s primary care provider.  And, they 
prohibit insurers and employer plans from requiring a referral for obstetrical or gynecological 
(OB-GYN) care.  All of these provisions will improve people’s access to needed preventive 
and routine care, which has been shown to improve the health of those treated and avoid 
unnecessary health care costs.  These policies apply to all individual market and group health 
insurance plans except those that are grandfathered.

Removing Insurance Company Barriers to Emergency Department Services.  Some 
insurers will only pay for health care provided by a limited number or network of providers –
including emergency health care.  Others require prior approval before receiving emergency 
care at hospitals outside of their networks.  This could mean financial hardship if you get sick 
or injured when you are away from home or not near a network hospital.  

5 See “National Survey of Households Affected by Cancer.” (2006) accessed at http://www.kff.org/kaiserpolls/upload/7591.pdf
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The new rules make emergency services more accessible to consumers.  Health plans and 
insurers will not be able to charge higher cost-sharing (copayments or coinsurance) for 
emergency services that are obtained out of a plan’s network.  The rules also set requirements 
on how health plans should reimburse out-of-network providers. This policy applies to all 
individual market and group health plans except those that are grandfathered.

Benefits of Consumer Protections

The new rules will bring immediate relief to many Americans and provide peace of mind to 
millions more who are only one illness or accident away from medical and financial chaos.
The new ban on lifetime limits would affect group premiums by 0.5% or less and individual 
market premiums by 0.75% or less.  The restricted annual limit policy would affect group and 
individual markets by roughly 0.1% or less (grandfathered individual market plans are exempt).  
And, the prohibition of preexisting conditions exclusions for children would affect group health 
plans by just a few hundredths of a percent. For new plans in the individual market, this impact 
would be roughly 0.5% in many states.   In states with community rating, (roughly twenty
states), the impact could be up to 1.0%.  These costs are before taking into account benefits.

In addition, the rules will achieve greater cost savings by: 

Reducing the“hidden tax” on insured Americans: By making sure insurance covers 
people who are most at risk, there will be less uncompensated care and the amount of cost 
shifting among those who have coverage today will be reduced by up to $1 billion in 2013.

Improving Americans’ health: By making sure that high-risk individuals have insurance, 
the rules will reduce premature deaths.6 Insured children are less likely to experience 
avoidable hospital stays than uninsured children7 and, when hospitalized, insured children 
are at less risk of dying.8

Protecting Americans’ savings: High medical costs contribute to some degree to about half 
of the more than 500,000 personal bankruptcies in the U.S. in 2007.9 These costs borne by 
individuals might be assumed by insurance companies once rescissions are banned, annual 
limits are restricted, lifetime limits are prohibited, and most children have access to health 
insurance without pre-existing condition exclusions.  

Enhancing workers’ productivity: Making sure that kids with health problems have 
coverage will reduce the number of days parents have to take off from work to care for 
family members. Parents will also be freed from “job lock,” which occurs when people are 
afraid to take a better job because they might lose coverage for themselves or their families.10

6 See, for example, Almond, Doyle, Kowalski, Williams (2010), Doyle (2005), and Currie and Gruber (1996). 
7 Keane, Christopher et al. “The Impact of Children’s Health Insurance Program by Age.” Pediatrics 104:5 (1999), available at: 
http://pediatrics.aappublications.org/cgi/reprint/104/5/1051..
8 Bernstein, Jill et al. “How Does Insurance Coverage Improve Health Outcomes?” Mathematica Policy Research  (2010), 
available: http://www.mathematica-mpr.com/publications/PDFs/Health/Reformhealthcare_IB1.pdf
9 David Himmelstein et al, 2009.
10 Gruber, J. and B. Madrian. “Health Insurance, Labor Supply, and Job Mobility: A Critical Review of the Literature.” (2001).



 

  

Model Disclosure for Grandfathered Plans 

 

To maintain status as a grandfathered health plan, a plan or health insurance coverage must 

include a statement, in any plan materials provided to a participant or beneficiary describing the 

benefits provided under the plan or health insurance coverage, that the plan or coverage believes 

it is a grandfathered health plan within the meaning of section 1251 of the Patient Protection and 

Affordable Care Act and must provide contact information for questions and complaints.  

 

The following model language can be used to satisfy this disclosure requirement: 

 

  

This [group health plan or health insurance issuer] believes this [plan or coverage] is a 

“grandfathered health plan” under the Patient Protection and Affordable Care Act (the 

Affordable Care Act).  As permitted by the Affordable Care Act, a grandfathered 

health plan can preserve certain basic health coverage that was already in effect when 

that law was enacted.  Being a grandfathered health plan means that your [plan or 

policy] may not include certain consumer protections of the Affordable Care Act that 

apply to other plans, for example, the requirement for the provision of preventive 

health services without any cost sharing.  However, grandfathered health plans must 

comply with certain other consumer protections in the Affordable Care Act, for 

example, the elimination of lifetime limits on benefits.   

 

Questions regarding which protections apply and which protections do not apply to a 

grandfathered health plan and what might cause a plan to change from grandfathered 

health plan status can be directed to the plan administrator at [insert contact 

information].  [For ERISA plans, insert: You may also contact the Employee Benefits 

Security Administration, U.S. Department of Labor at 1-866-444-3272 or 

www.dol.gov/ebsa/healthreform.  This website has a table summarizing which 

protections do and do not apply to grandfathered health plans.] [For individual market 

policies and nonfederal governmental plans, insert: You may also contact the U.S. 

Department of Health and Human Services at www.healthreform.gov.]   



 

  

Model Language for Notice of Opportunity to Enroll in connection with Extension of Dependent 

Coverage to Age 26 

 

The interim final regulations extending dependent coverage to age 26 provide transitional relief 

for a child whose coverage ended, or who was denied coverage (or was not eligible for coverage) 

under a group health plan or health insurance coverage because, under the terms of the plan or 

coverage, the availability of dependent coverage of children ended before the attainment of age 

26.  The regulations require a plan or issuer to give such a child an opportunity to enroll that 

continues for at least 30 days (including written notice of the opportunity to enroll), regardless of 

whether the plan or coverage offers an open enrollment period and regardless of when any open 

enrollment period might otherwise occur. This enrollment opportunity (including the written 

notice) must be provided not later than the first day of the first plan year beginning on or after 

September 23, 2010.  The notice may be included with other enrollment materials that a plan 

distributes, provided the statement is prominent.  Enrollment must be effective as of the first day of 

the first plan year beginning on or after September 23, 2010.   
 

The following model language can be used to satisfy the notice requirement: 

 

 

Individuals whose coverage ended, or who were denied coverage (or were not eligible 

for coverage), because the availability of dependent coverage of children ended before 

attainment of age 26 are eligible to enroll in [Insert name of group health plan or 

health insurance coverage].  Individuals may request enrollment for such children for 

30 days from the date of notice.  Enrollment will be effective retroactively to [insert 

date that is the first day of the first plan year beginning on or after September 23, 

2010.]  For more information contact the [insert plan administrator or issuer] at [insert 

contact information].   

 



 

  

Model Language Notice Lifetime Limit No Longer Applies and Enrollment Opportunity 

 

Plans and issuers are required to give written notice that the lifetime limit on the dollar value of 

all benefits no longer applies and that an individual, if covered, is once again eligible for benefits 

under the plan.  Additionally, if the individual is not enrolled in the plan or health insurance 

coverage, or if an enrolled individual is eligible for but not enrolled in any benefit package under 

the plan or health insurance coverage, then the plan or issuer must also give such an individual 

an opportunity to enroll that continues for at least 30 days (including written notice of the 

opportunity to enroll).  The notices and enrollment opportunity must be provided beginning not 

later than the first day of the first plan year beginning on or after September 23, 2010.  For 

individuals who enroll under this opportunity, coverage must take effect not later than the first 

day of the first plan year beginning on or after September 23, 2010. 

 

These notices may be provided to an employee on behalf of the employee’s dependent.  In 

addition, the notices may be included with other enrollment materials that a plan distributes to 

employees, provided the statement is prominent.  For either notice, if a notice satisfying the 

requirements is provided to an individual, the obligation to provide the notice with respect to that 

individual is satisfied for both the plan and the issuer.  

 

 The following model language can be used to satisfy the notice requirement: 

 

 

The lifetime limit on the dollar value of benefits under [Insert name of group health 

plan or health insurance issuer] no longer applies.  Individuals whose coverage 

ended by reason of reaching a lifetime limit under the plan are eligible to enroll in 

the plan.  Individuals have 30 days from the date of this notice to request enrollment.  

For more information contact the [insert plan administrator or issuer] at [insert 

contact information].   

 



 

  

Patient Protection Model Disclosure 

 

When applicable, it is important that individuals enrolled in a plan or health insurance coverage 

know of their rights to (1) choose a primary care provider or a pediatrician when a plan or issuer 

requires designation of a primary care physician; or (2) obtain obstetrical or gynecological care 

without prior authorization.  Accordingly, the interim final regulations regarding patient 

protections under section 2719A of the Affordable Care Act require plans and issuers to provide 

notice to participants of these rights when applicable.  The notice must be provided whenever the 

plan or issuer provides a participant with a summary plan description or other similar description 

of benefits under the plan or health insurance coverage.  This notice must be provided no later 

than the first day of the first plan year beginning on or after September 23, 2010. 

 

The following model language can be used to satisfy the notice requirement: 

 

 

 

 
For plans and issuers that require or allow for the designation of primary care providers by participants 

or beneficiaries, insert: 

 

[Name of group health plan or health insurance issuer] generally [requires/allows] the 

designation of a primary care provider.  You have the right to designate any primary care 

provider who participates in our network and who is available to accept you or your family 

members.  [If the plan or health insurance coverage designates a primary care provider 

automatically, insert: Until you make this designation, [name of group health plan or health 

insurance issuer] designates one for you.]  For information on how to select a primary care 

provider, and for a list of the participating primary care providers, contact the [plan 

administrator or issuer] at [insert contact information].   

 

For plans and issuers that require or allow for the designation of a primary care provider for a child, 

add:  

 

For children, you may designate a pediatrician as the primary care provider.   

 

For plans and issuers that provide coverage for obstetric or gynecological care and require the 

designation by a participant or beneficiary of a primary care provider, add: 

 

You do not need prior authorization from [name of group health plan or issuer] or from any 

other person (including a primary care provider) in order to obtain access to obstetrical or 

gynecological care from a health care professional in our network who specializes in obstetrics 

or gynecology.  The health care professional, however, may be required to comply with certain 

procedures, including obtaining prior authorization for certain services, following a pre-

approved treatment plan, or procedures for making referrals.  For a list of participating health 

care professionals who specialize in obstetrics or gynecology, contact the [plan administrator or 

issuer] at [insert contact information]. 

 

 



Young Adults and the Affordable Care Act:Protecting Young Adults and Eliminating Burdens on Families and Businesses
The Affordable Care Act allows young adults to stay on their parents’ health care plan until age 26.   Before 
the President signed this landmark Act into law, many health plans and issuers could and did in fact 
remove young adults from their parents’ policies because of their age, leaving many college graduates and 
others with no insurance.   This helps to explain problems like: 

Young adults have the highest rate of uninsured of any age group. About 30% of young 
adults are uninsured, representing more than one in five of the uninsured.  This rate is higher than 
any other age group, and is three times higher than the uninsured rate among children.

Young adults have the lowest rate of access to employer-based insurance.  As young adults 
transition into the job market, they often have entry-level jobs, part-time jobs, or jobs in small 
businesses, and other employment that typically comes without employer-sponsored health 
insurance.  The uninsured rate among employed young adults is one-third higher than older 
employed adults. 

Young adults’ health and finances are at risk. Contrary to the myth that young people don’t 
need health insurance, one in six young adults has a chronic illness like cancer, diabetes or 
asthma.  Nearly half of uninsured young adults report problems paying medical bills. 

Providing Relief for Young Adults
The Affordable Care Act requires plans and issuers that offer coverage to children on their parents’ plan to 
make the coverage available until the adult child reaches the age of 26.  Many parents and their children 
who worried about losing health insurance after the children moved away from home or graduated from 
college no longer need to worry. 

The Departments of Health and Human Services, Labor, and Treasury have issued regulations 
implementing the Affordable Care Act by expanding dependent coverage for adult children up to age 26. 
Key elements include:  

Coverage Extended to More Children. The goal of this new policy is to cover as many young 
adults under the age of 26 as possible with the least burden.  Plans and issuers that offer 
dependent coverage must offer coverage to enrollees’ adult children until age 26, even if the young 
adult no longer lives with his or her parents, is not a dependent on a parent’s tax return, or is no 
longer a student.  There is a transition for certain existing group plans that generally do not have to 
provide dependent coverage until 2014 if the adult child has another offer of employer-based 
coverage aside from coverage through the parent.  The new policy providing access for young 
adults applies to both married and unmarried children, although their own spouses and children do 
not qualify. 

Effective for Plan or Policy Years Beginning On or After September 23, 2010. Secretary
Kathleen Sebelius called on leading insurance companies to begin covering young adults 



voluntarily before the implementation date required by the Affordable Care Act (which is plan or 
policy years beginning on or after September 23rd).  Early implementation would avoid gaps in 
coverage for new college graduates and other young adults and save on insurance company 
administrative costs of dis-enrolling and re-enrolling them between May 2010 and September 23, 
2010.  Over 65 companies have responded to this call saying they will voluntarily continue 
coverage for young adults who graduate or age off their parents’ insurance before the 
implementation deadline.

All Eligible Young Adults Will Have A Special Enrollment Opportunity.  For plan or policy 
years beginning on or after September 23, 2010, plans and issuers must give children who qualify 
an opportunity to enroll that continues for at least 30 days regardless of whether the plan or 
coverage offers an open enrollment period.  This enrollment opportunity and a written notice must 
be provided not later than the first day of the first plan or policy year beginning on or after 
September 23, 2010.  The new policy does not otherwise change the enrollment period or start of 
the plan or policy year.

Same Benefits/Same Price. Any qualified young adult must be offered all of the benefit packages 
available to similarly situated individuals who did not lose coverage because of cessation of 
dependent status.  The qualified individual cannot be required to pay more for coverage than those 
similarly situated individuals.   The new policy applies only to health insurance plans that offer 
dependent coverage in the first place: while most insurers and employer-sponsored plans offer 
dependent coverage, there is no requirement to do so.

Access to Insurance: What Young Adults and Parents Need to Do:
Check for Immediate Options: Private health insurance companies that cover the majority of 
Americans have volunteered to provide coverage earlier than the implementation deadline for 
young adults losing coverage as a result of graduating from college or aging out of dependent 
coverage on a family policy.  This stop-gap coverage, in many cases, is available now.  Ask your 
employer and insurer about this option. 

Watch for Open Enrollment:  If early coverage is not an option with your employer or insurance 
company, then young adults will qualify for an open enrollment period to join their parents’ family 
plan or policy beginning on or after September 23, 2010. Insurers and employers are required to 
provide notice for this special open enrollment period.  Watch for it or ask about it. 

Expect an Offer of Continued Enrollment: Insurers and employers that sponsor health plans will 
inform young adults of continued eligibility for coverage until the age of 26.  To get the coverage, 
young adults and their parents need not do anything but sign up and pay for this option.

New Tax Benefits for Adult Child Coverage 
The new regulation complements guidance issued by the Treasury Department on April 27, 2010, on the 
tax benefits provided for such coverage through the Affordable Care Act.  Under a new tax provision in the 
Affordable Care Act and the Treasury guidance, the value of any employer-provided health coverage for an 



employee's child is excluded from the employee’s income through the end of the taxable year in which the 
child turns 26.  This tax benefit applies regardless of whether the plan is required by law to extend health 
care coverage to the adult child or the plan voluntarily extends the coverage.

Key elements include:  

Tax Benefit Continues Beyond Extended Coverage Requirement. While the Affordable Care 
Act requires health care plans to cover enrollees’ children up to age 26, some employers may 
decide to continue coverage beyond the child’s 26th birthday.  In such a case, the Act provides that 
the value of the employer-provided health coverage is excluded from the employee’s income for 
the entire taxable year in which the child turns 26. Thus, if a child turns 26 in March but stays on 
the plan through December 31st (the end of most people’s taxable year), all health benefits 
provided that year are excluded for income tax purposes.

Available Immediately. These tax benefits are effective March 30, 2010.  The exclusion applies 
to any coverage that is provided to an adult child from that date through the end of the taxable year 
in which the child turns 26.   

Broad Eligibility. This expanded health care tax benefit applies to various workplace and retiree 
health plans.  It also applies to self-employed individuals who qualify for the self-employed health 
insurance deduction on their federal income tax return.  

Both Employer and Employee Shares of Health Premium Are Excluded from Income.  In 
addition to the exclusion from income of any employer contribution towards qualifying adult child 
coverage, employees can receive the same tax benefit if they contribute toward the cost of 
coverage through a “cafeteria plan.”  This benefit is available immediately, even if the cafeteria plan 
document has not yet been amended to reflect the change.  To reduce the burden on employers, 
they have until the end of 2010 to amend their cafeteria plan documents to incorporate this change.  

Companies Responding To Secretary Sebelius’ Call For Early Implementation:

Early implementation by the companies listed below will avoid gaps in coverage for new college graduates 
and other young adults and save on insurance company administrative costs of dis-enrolling and re-
enrolling them between May 2010 and the start of the plan or policy year beginning on or after September 
23, 2010.  Early enrollment will also enable young, overwhelmingly healthy people who will not engender 
large insurance costs to stay in the insurance pool.  The following companies have agreed to implement 
this program before the September 23, 2010 deadline: 

Blue Cross and Blue Shield of Alabama
Blue Cross Blue Shield of Delaware
Blue Cross and Blue Shield of Arizona, Inc.
Blue Cross and Blue Shield of Florida
Arkansas Blue Cross and Blue Shield
Blue Cross and Blue Shield of Hawaii
Blue Shield of California
Blue Cross of Idaho Health Service



Regence Blue Shield of Idaho
Wellmark Blue Cross and Blue Shield of Iowa
Health Care Service Corporation
Blue Cross and Blue Shield of Kansas
Blue Cross Blue Shield Association  
Blue Cross and Blue Shield of Louisiana
WellPoint, Inc.
CareFirst BlueCross and BlueShield
Blue Cross and Blue Shield of Massachusetts
Blue Cross and Blue Shield of Kansas City
Blue Cross and Blue Shield of Michigan
Blue Cross and Blue Shield of Montana
Blue Cross and Blue Shield of Minnesota
Blue Cross and Blue Shield of Nebraska
Blue Cross & Blue Shield of Mississippi
Horizon Blue Cross and Blue Shield of New Jersey, Inc.
HealthNow New York, Inc.
The Regence Group  
Excellus Blue Cross and Blue Shield
Capital BlueCross
Blue Cross and Blue Shield of North Carolina
Independence Blue Cross  
BlueCross BlueShield of North Dakota
Highmark, Inc.
Blue Cross of Northeastern Pennsylvania
BlueCross and BlueShield of Tennessee
Blue Cross and Blue Shield of Vermont
Blue Cross & Blue Shield of Rhode Island
Premera Blue Cross 
Blue Cross and Blue Shield of South Carolina
Blue Cross and Blue Shield of Wyoming
Kaiser Permanente
Cigna
Aetna
United
WellPoint  
Humana
Capital District Physicians’ Health Plan (CDPHP), Albany, New York  
Capital Health Plan, Tallahassee, Florida
Care Oregon, Portland, Oregon
Emblem Health, New York, New York
Fallon Community Health Plan, Worcester, Massachusetts
Geisinger Health Plan, Danville, Pennsylvania  
Group Health, Seattle, Washington
Group Health Cooperative Of South Central Wisconsin, Madison, Wisconsin
Health Partners, Minneapolis, Minnesota
Independent Health, Buffalo, New York



Kaiser Foundation Health Plan Oakland, California
Martin’s Point Health Care, Portland, Maine  
New West Health Services, Helena, Mt  
The Permanente Federation, Oakland, California  
Priority Health, Grand Rapids, Michigan  
Scott & White Health Plan, Temple, Texas
Security Health Plan, Marshfield, Wisconsin  
Tufts Health Plan, Waltham, Massachusetts
UCARE, Minneapolis, Minnesota
UPMC Health Plan, Pittsburgh, Pennsylvania 



Young Adults and the Affordable Care Act:Protecting Young Adults and Eliminating Burdens on Businesses and Families
Q:  How does the Affordable Care Act help young adults? 
A:  Before the President signed the Affordable Care Act into law, many health plans and issuers could 
remove adult children from their parents’ policies because of their age, whether or not they were a student 
or where they lived.  The Affordable Care Act requires plans and issuers that offer dependent coverage to 
make the coverage available until the adult child reaches the age of 26.  Many parents and their children 
who worried about losing health insurance after they graduated from college no longer have to worry.   

Q: What plans are required to extend dependent coverage up to age 26?
A: The Affordable Care Act requires plans and issuers that offer dependent coverage to make the coverage 
available until a child reaches the age of 26. Both married and unmarried children qualify for this coverage. 
This rule applies to all plans in the individual market and to new employer plans.  It also applies to existing 
employer plans unless the adult child has another offer of employer-based coverage (such as through his 
or her job).  Beginning in 2014, children up to age 26 can stay on their parent’s employer plan even if they 
have another offer of coverage through an employer.

Q: I’m a young adult under the age of 26 and I’m on my parents plan now, but I’m scheduled to lose coverage soon.  How can I keep my health insurance? 
A: You have a number of options. First, check with your insurance company. Private health insurance 
companies that cover the majority of Americans have volunteered to provide coverage for young adults 
losing coverage as a result of graduating from college or aging out of dependent coverage on a family 
policy.  This stop-gap coverage, in many cases, is available now.  Second, watch for open enrollment. 
Young adults may qualify for an open enrollment period to join their parents’ family plan or policy on or after 
September 23, 2010. Insurers and employers are required to provide notice for this special open enrollment 
period.  Watch for it or ask about it.  Finally, expect an offer of continued enrollment for plans that begin on 
or after September 23, 2010. Insurers and employers that sponsor health plans will inform young adults of 
continued eligibility for coverage until the age of 26.  Young adults and their parents need not do anything 
but sign up and pay for this option. 

Q: I’m under the age of 26, and I used to be on my parents’ plan, but I recently lost this coverage because I graduated from college. Can I get coverage? 
A:  Yes. Check with your insurance company to see if they will provide that coverage to you now. If not, 
watch for the special open enrollment period and sign up then.

Q:  Now that the regulation is published, are plans required to immediately enroll eligible young adults in their parents’ plan? 
A:  No.  The law says that the extension of dependent coverage for children is effective for plan years 
beginning on or after 6 months after the enactment of the law – that means plan years beginning on or after 
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September 23, 2010.  However, the Administration has urged insurance companies and employers to 
prevent a gap in coverage for young adults aging off of their parents’ policy prior to this effective date.  To 
date, over 65 insurers have volunteered to do so. You should check with your insurance company or 
employer to see if they are offering this coverage option. 

Q:  Will young adults be given a special chance to enroll after September 23, 2010?
A.  Yes. For plan or policy years beginning on or after September 23, 2010, plans and issuers must give 
children who qualify an opportunity to enroll that continues for at least 30 days regardless of whether the 
plan or coverage offers an open enrollment period.  This enrollment opportunity and a written notice must 
be provided not later than the first day of the first plan or policy year beginning on or after September 23, 
2010.  Some plans may provide the opportunity before September 23, 2010. 

Q:  Will young adults have to pay more for coverage or accept a different benefit package? 
A:  Any qualified individual must be offered all of the benefit packages available to children who did not lose 
coverage because of loss of dependent status.  The qualified young adult cannot be required to pay more 
for coverage than similarly situated individuals who did not lose coverage due to the loss of dependent 
status.

Q:  Can plans or issuers who offer dependent coverage continue to impose limits on who qualifies based upon financial dependency, marital status, enrollment in school, residency or other factors? 
A:  No.  Plans and issuers that offer dependent coverage must provide coverage until a child reaches the 
age of 26.  There is one exception for group plans in existence on March 23, 2010.  Those group plans may 
exclude adult children who are eligible to enroll in an employer-sponsored health plan, unless it is the group 
health plan of their parent.  This exception is no longer applicable for plan years beginning on or after 
January 1, 2014. 

Q: Does the adult child have to purchase an individual policy? 
A:  No.  Eligible adult children wishing to take advantage of the new coverage will be included in the 
parents’ family policy.

Q: Will Medicare cover adult children in the same way that private health insurance will? 
A: No.  The provision does not apply to Medicare. 

Q: Are both married and unmarried young adults covered? 
A: Yes. 

Q: Are plans or issuers required to provide coverage for children of children receiving the extended coverage?
A: No. 
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Q:  Why is there a special exception for group plans in existence on March 23, 2010?
A:  Our goal is to cover as many young adults under the age of 26 as possible with the least amount of 
burden.  If a young adult is eligible to purchase other employer-based health insurance such as through her 
job, the law does not require the parent or parents’ plan to enroll that child if the parents’ plan is a 
grandfathered health plan (i.e., in existence on March 23, 2010).  Of course, all group plans have the option 
to cover all adult children until the age of 26 or beyond.  In 2014, this exception will no longer apply.

Q:  What happens if a young adult under the age of 26 is not eligible for employer-sponsored insurance and both parents have separate plans that offer dependent coverage? 
A:  Neither parent’s plan can deny coverage. 

Q:  Does the law apply to plans or issuers that do not provide dependent coverage? 
A:  No.  There is no federal requirement compelling a plan or issuer to offer dependent coverage at this 
time.  However, the vast majority of group health plans offer dependent coverage and many family policies 
exist in the individual market.

Q:  Are insurers doing anything to help young adults prior to the September 23rd implementation date?
A:  Secretary Kathleen Sebelius called on leading insurance companies to begin covering young adults 
voluntarily before the September 23rd implementation date required by the Affordable Care Act.  Early 
implementation would avoid gaps in coverage for new college graduates and other young adults and save 
on insurance company administrative costs of dis-enrolling and re-enrolling them between May 2010 and 
September 23, 2010.  Many companies have responded including:

Blue Cross and Blue Shield of Alabama
Blue Cross Blue Shield of Delaware
Blue Cross and Blue Shield of Arizona, Inc.
Blue Cross and Blue Shield of Florida
Arkansas Blue Cross and Blue Shield
Blue Cross and Blue Shield of Hawaii
Blue Shield of California
Blue Cross of Idaho Health Service
Regence Blue Shield of Idaho
Wellmark Blue Cross and Blue Shield of Iowa
Health Care Service Corporation
Blue Cross and Blue Shield of Kansas
Blue Cross Blue Shield Association  
Blue Cross and Blue Shield of Louisiana
WellPoint, Inc.
CareFirst BlueCross and BlueShield
Blue Cross and Blue Shield of Massachusetts
Blue Cross and Blue Shield of Kansas City
Blue Cross and Blue Shield of Michigan
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Blue Cross and Blue Shield of Montana
Blue Cross and Blue Shield of Minnesota
Blue Cross and Blue Shield of Nebraska
Blue Cross & Blue Shield of Mississippi
Horizon Blue Cross and Blue Shield of New Jersey, Inc.
HealthNow New York, Inc.
The Regence Group  
Excellus Blue Cross and Blue Shield
Capital BlueCross
Blue Cross and Blue Shield of North Carolina
Independence Blue Cross  
BlueCross BlueShield of North Dakota
Highmark, Inc.
Blue Cross of Northeastern Pennsylvania
BlueCross and BlueShield of Tennessee
Blue Cross and Blue Shield of Vermont
Blue Cross & Blue Shield of Rhode Island
Premera Blue Cross 
Blue Cross and Blue Shield of South Carolina
Blue Cross and Blue Shield of Wyoming
Kaiser Permanente
Cigna
Aetna
United
WellPoint  
Humana
Capital District Physicians’ Health Plan (CDPHP), Albany, New York  
Capital Health Plan, Tallahassee, Florida
Care Oregon, Portland, Oregon
Emblem Health, New York, New York
Fallon Community Health Plan, Worcester, Massachusetts
Geisinger Health Plan, Danville, Pennsylvania  
Group Health, Seattle, Washington
Group Health Cooperative Of South Central Wisconsin, Madison, Wisconsin
Health Partners, Minneapolis, Minnesota
Independent Health, Buffalo, New York
Kaiser Foundation Health Plan Oakland, California
Martin’s Point Health Care, Portland, Maine  
New West Health Services, Helena, Mt  
The Permanente Federation, Oakland, California  
Priority Health, Grand Rapids, Michigan  
Scott & White Health Plan, Temple, Texas
Security Health Plan, Marshfield, Wisconsin  
Tufts Health Plan, Waltham, Massachusetts
UCARE, Minneapolis, Minnesota
UPMC Health Plan, Pittsburgh, Pennsylvania 
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Q:  I understand that there are tax benefits related to the extension of dependent coverage.  Can you explain these benefits? 
A.  Under a change in tax law included in the Affordable Care Act, the value of any employer-provided 
health coverage for an employee's child is excluded from the employee’s income through the end of the 
taxable year in which the child turns 26.  This tax benefit applies regardless of whether the plan or the 
insurer is required by law to extend health care coverage to the adult child or the plan or insurer voluntarily 
extends the coverage.

Q:  When does this tax benefit go into effect?
A: The tax benefit is effective March 30, 2010.  Consequently, the exclusion applies to any coverage that is 
provided to an adult child from that date through the end of the taxable year in which the child turns 26.

Q:  Who benefits from this tax treatment? 
A:  This expanded health care tax benefit applies to various workplace and retiree health plans.  It also 
applies to self-employed individuals who qualify for the self-employed health insurance deduction on their 
federal income tax return.  

Q:  May employees purchase health care coverage for their adult child on a pre-tax basis through the employer’s cafeteria plan?
A: Yes.  In addition to the exclusion from income of any employer contribution towards qualifying adult child 
coverage, employees may pay the employee portion of the health care coverage for an adult child on a pre-
tax basis through the employer’s cafeteria plan – a plan that allows employees to choose from a menu of 
tax-free benefit options and cash or taxable benefits.   The IRS provided in recent guidance [(Notice 2010-
38)]  that the cafeteria plan could be amended retroactively up until December 31, 2010 to permit these 
pre-tax salary reduction contributions.

Q:  It seems like plans and insurers can terminate dependent coverage after a child turns 26, but employers are allowed to exclude from the employee’s income the value of any employer-provided health coverage through the end of the calendar year in which the child turns age 26.  This is confusing.
A.  Under the law, the requirement to make adult coverage available applies only until the date that the 
child turns 26.  However, if coverage extends beyond the 26th birthday, the value of the coverage can 
continue to be excluded from the employee’s income for the full tax year (generally the calendar year) in 
which the child had turned 26.  For example, if a child turns 26 in March but is covered under the employer 
plan of his parent through December 31st (the end of most people’s taxable year), the value of the health 
care coverage through December 31st is excluded from the employee’s income for tax purposes. If the child 
stops coverage before December 31st, then the premiums paid by the employee up to the time the plan was 
stopped will be excluded from the employee’s income.  































































Fact Sheet: Early Benefits from the Affordable Care Act of 2010

Reinsurance Program for Early Retirees

The historic Affordable Care Act is now law, and many of its important benefits are already 

beginning to go into effect.  Among those benefits is a reinsurance program for early retirees 

that will be available to businesses around this country no later than June 23 this year. 

Reinsurance has been successfully used by a number of states to lower premiums for small 

businesses.  It is an idea that was advocated by large businesses, which wanted it to be part 

of the Affordable Care Act because they believe it will defray the high and often 

unpredictable cost of early retirees, helping them to maintain retiree benefits at affordable 

levels.

Why is Early Retiree Reinsurance Important?

Growing population with greater health risks: The baby-boom population is mostly age 55 

to 64.  The percent of people reporting fair to poor health is over 50 percent higher among 

people ages 55 to 64 versus those ages 45 to 54.  The death rate of people ages 55 to 64 is 

more than twice that of those ages 45 to 54.  Among all adults, Americans ages 55 to 64 

have the highest rate of obesity, making older Americans susceptible to chronic illness.1

Greater health costs: Health spending for the average person age 55 through 64 is about 50 

percent higher than the average for people ages 45 to 54.2 High out-of-pocket health 

spending has caused a significant number of older Americans to delay retirement to fund 

such costs.

Less access to affordable coverage: Less than half of people ages 55 to 64 work full-time.3

Millions of workers fully retire before they reach age 65.  Individual market insurance is

often not an option:  premiums have increased more for older than younger Americans.  

The number of employers providing health coverage to early retirees has significantly 

eroded over the years, from 66 percent of large firms in 1988 to 31 percent in 2008.4

Early Retiree Reinsurance Facts: The early retiree reinsurance program provides $5 billion for 

temporary financial help for employer plans to continue to provide valuable coverage to certain 

retirees



Effective date: The program becomes effective June 23, 2010. Payments are retroactive for 

a plan year, so employers and early retirees will be able to take advantage of them for costs 

incurred from the date the program is established. The program ends on January 1, 2014, 

when early retirees will be able to choose from the additional coverage options that will be 

available in the health insurance exchanges. 

Who qualifies: Payments will be made to employer-sponsored health plans on behalf of an 

early retiree (and his or her spouse, surviving spouse, and dependents). An “early retiree” is

defined as an individual age 55 and older who is neither an active employee nor eligible for 

Medicare.

Eligible firms: Payments will be made to employer-sponsored health plans on behalf of 

early retirees.  To receive assistance, plans must apply, document claims, and implement 

programs and procedures to generate cost savings for participants with chronic and high-

cost conditions.  Plans will be subject to audits to assure fiscal integrity.  

Amount of assistance: For each such early retiree (and his or her spouse, surviving spouse, 

and dependents), the employer plan will receive up to 80% of costs, minus negotiated price 

concessions, for health benefits between $15,000 and $90,000. This reinsurance corridor 

shall be adjusted in subsequent fiscal years by the medical component of the consumer 

price index.

Savings for enrollees: Plans must use these proceeds to lower health costs for enrollees

(e.g., premium contributions, copayments, deductibles, etc.) .

Frequently Asked Questions:

Who applies and when? Employer and union-based plans will submit an application to HHS 

to participate in the program.  Many of them will already be familiar with the process for 

submitting applications for the Retiree Drug Subsidy program; we expect the process will be 

similar. The application will be available in June.

How will payments be made? Plans with approved applications will submit paid claims to 

the Department of Health and Human Services.

What types of employer-sponsored plans are eligible?  Both self-funded and insured plans 

can participate, including plans sponsored by private entities, state and local governments, 

nonprofits, religious entities, unions, etc. 

What types of services qualify for reimbursable services under the program? Plans can get 

program payments for medical, surgical, hospital, and prescription drug costs.



How should employers treat reinsurance payments when it comes to taxes?  Proceeds are 

excluded from gross income.

1
National Center for Health Statistics, Health United States, 2007. (Atlanta: Centers for Disease Control and

Prevention, 2007).

2
Centers for Medicare and Medicaid Services, National Health Expenditures by Age, 2004.

3
Richard W. Johnson, “What Happens to Health Benefits After Retirement?” Work Opportunities for Older

Americans. (Boston, MA: Boston College Center for Retirement Research, February 2007).

4 Kaiser Family Foundation, Employer Health Benefit Survey, (Menlo Park, CA: Kaiser Family Foundation, 2009).





PART I: Plan Sponsor and Key Personnel Information

A. Plan Sponsor Information

B. Authorized Representative Information



C. Account Manager Information



PART II: Plan Information

A. Plan Information

B. Benefit Option(s) Provided Under This Plan (If the plan has more than one benefit option for

which you intend to seek program reimbursement, please include the information below for

each benefit option, on a separate copy of the Attachment below.

C. *Programs and Procedures for Chronic and High Cost Conditions

D. *Estimated Amount of Early Retiree Reinsurance Program Reimbursements



E. *Intended Use of Early Retiree Reinsurance Program Reimbursements



PART III: Banking Information for Electronic Funds Transfer



PART IV. Plan Sponsor Agreement

Compliance:

Reimbursement Related and Other Representations Made by Designees:

Written Agreement:

Use of Records:

Obtaining Federal Funds:



Data Security:

Depository Information:

Policies and Procedures to Detect Fraud, Waste and Abuse

Change of Ownership:

Signature of Plan Sponsor Authorized Representative





Attachment: Additional Benefit Options

(Complete this form for each unique benefit option)
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Early Retiree Reinsurance Program (ERRP) Plan Sponsor Instructions for Completing an 

Application

U.S. DEPARTMENT OF HEALTH & HUMAN SERVICES   

Overview

The Early Retiree Reinsurance Program (ERRP) was established by section 1102 of the Patient 
Protection and Affordable Care Act (the Affordable Care Act), P.L. 111-148, enacted on March 
23, 2010.  The Congress appropriated funding of $5 billion for the temporary program.  Section 
1102(a)(1) requires the Secretary to establish this temporary program not later than 90 days after 
enactment of the statute, which is June 21, 2010.  The program ends no later than January 1, 
2014.  The program provides reimbursement to participating employment-based plans for a 
portion of the cost of health benefits for early retirees and their spouses, surviving spouses and 
dependents.  The Secretary will reimburse plans for certain claims between $15,000 and $90,000 
(with those amounts being indexed for plan years starting on or after October 1, 2011).  The 
purpose of the reimbursement is to make health benefits more affordable for plan participants 
and sponsors so that health benefits are accessible to more Americans than they would otherwise 
be without this program. 

The program addresses the recent erosion in the number of employers providing health benefits 
to early retirees.  People in the early retiree age group often face difficulties obtaining insurance 
in the individual market because of advanced age or chronic conditions that make coverage 
unaffordable and inaccessible.  The program provides needed financial help for employer-based 
plans to continue to provide valuable coverage to plan participants, and provides financial relief 
to plan participants. 

The program provides reimbursement to participating sponsors of employment-based plans for a 
portion of the costs of providing health benefits to early retirees (and eligible spouses, surviving 
spouses, and dependents of such retirees). The program regulation at 45 C.F.R. Part 149 defines 
the term “sponsor”, “employment-based plan”, “health benefits,” and “early retiree,” as well as 
many other important terms that are relevant to the program. The regulation also sets forth the 
requirements of the program, including the requirements discussed in these instructions.  

This document provides general instructions with respect to completing a program application 
(see ERRP regulation at 45 C.F.R. §149.40). Please note that if any information in the 
Application changes or if the sponsor discovers that any information is incorrect, the sponsor is 
required to promptly report the change or inaccuracy. 

It is critical for program applicants and participants to read the regulation in order to fully 
understand which organizations qualify for the program, how to apply for the program, what 
costs  are eligible for reimbursement under the program, how to submit a request for 
reimbursement under the program, and sponsors’ obligations under the program. 
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Application Information

General Instructions for Completing and Submitting the ERRP 

Application

The ERRP application has been designed by the U.S. Department of Health & Human Services 

(HHS)  to assist in the efficient administration of the ERRP in compliance with Federal 

regulatory requirements at 45 C.F.R. Part 149.  HHS will make an announcement on the 

applicable HHS webpage when applicants can begin submitting applications, with information 

on how applications must be submitted.  We encourage interested parties to regularly monitor 

www.hhs.gov/ociio/ for this and other program information. 

The following is an overview of the application process:

1. The Account Manager or Authorized Representative completes ALL parts of the application, 
including the Plan Sponsor Agreement which must be signed by the Plan Sponsor’s Authorized 
Representative.

2. The completed application is submitted.  

3. Plan Sponsors will be notified about the status of their application.

.An applicant must submit an application for each plan for which it will submit a reimbursement 
request. The application must be completed in its entirety (and reviewed and approved by HHS) 
in order to participate in the ERRP.  HHS will certify the sponsor and the plan when the 
application is approved. Even if the submitted application satisfies all criteria specified in the 
program regulation, it may be denied, depending on the availability of limited ERRP funds.  

Complete the items in Parts I through IV. Responses to all items marked with an asterisk (*) are 
required. The following are specific instructions for each Part for each item that is not self 
explanatory.

APPLICATION PART I: Plan Sponsor and Key Personnel 

Information

A. Plan Sponsor Information

Complete the required information in items 1-7.  

Item 1: The Plan Sponsor Organization Name must be the same as that associated with its 
Federal Employer Tax Identification Number (EIN).  

Item 2: This item is self-selected by the Plan Sponsor.  Please choose the one category that best 
describes the Plan Sponsor’s type of organization. 
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Item 6: Organization address must be the address associated with the EIN.  

B. Authorized Representative Information

An Authorized Representative is an individual with legal authority to sign and bind a sponsor to 
the terms of a contract or agreement. Examples of the Authorized Representative include the 
Sponsor’s general partner, CFO, CEO, President, Human Resource Director, or an individual 
who holds a position of similar status and authority within the Plan Sponsor’s organization. Only 
one individual at a time can serve in the role of Authorized Representative. For multi-employer 
plans, the Authorized Representative does not have to be an employee of the Plan Sponsor, but 
may be a member of the jointly appointed board of trustees, which includes both labor and 
management trustees. An Authorized Representative of the requesting Plan Sponsor must sign 
the Plan Sponsor Agreement in the completed application and certify that the information 
contained in the application is true and accurate to the best of the Plan Sponsor’s knowledge and 
belief. 

The Authorized Representative is responsible for the completion of the required information in 
Items 1-9. 

Item 4: The Authorized Representative’s Social Security Number must be provided in order to 
verify the individual’s identity, and therefore help maintain the integrity of the Early Retiree 
Reinsurance Program.  

C. Account Manager Information

The Account Manager is generally the individual who coordinates the application process for the 
Plan Sponsor, and is the Sponsor’s primary contact with HHS with respect to the application. An 
Account Manager may be an employee of the Plan Sponsor, or a non-employee, such as a 
consultant, with whom the Plan Sponsor has an arrangement to assist with the application 
process. There can be only one Account Manager per ERRP application at a time.  

Complete the required information in Items 1-9 for the Account Manager Information. 

Item 4: The Account Manager’s Social Security Number must be provided in order to verify the 
individual’s identity, and therefore help maintain the integrity of the Early Retiree Reinsurance 
Program.  

APPLICATION PART II: Plan Information 

A. Plan Information 

Complete the required information in Items 1-2 for the employment-based plan for which you 
are requesting ERRP payments. 
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Item 2: For ERRP purposes, your plan year cycle start (MM/DD) and end (MM/DD) are 
determined as follows: The plan year as the year that is designated as the plan year in the plan 
document of an employment-based plan, except that if the plan document  does not designate a 
plan year, if the plan year is not a 12-month plan year, or if there is no plan document, the plan 
year is: (1) the deductible or limit year used under the plan; (2) the policy year, if the plan does 
not impose deductibles or limits on a 12-month basis: (3) the sponsor’s taxable year, if the plan 
does not impose deductibles or limits on a 12-month basis, and either the plan is not insured or 
the insurance policy is not renewed on a 12-month basis, or (4) the calendar year, in any other 
case. (See the program regulation at 45 C.F.R. §149.2).  

B. Benefit Option(s) Provided Under This Plan 

Complete the required information in items 1a-d for each benefit option in the plan for which 
you are requesting reimbursement under the program.  

Item 1b: Unique Benefit Option Identifier uniquely identifies each benefit option under the plan. 
If a Group Number uniquely identifies each option under the plan, then that number may be 
used. If a Group Number does not uniquely identify each benefit option, then the Plan Sponsor 
should assign an identifier to each option. Plan Sponsors may use existing internal identifiers, or 
can develop one specifically for purposes of completing the ERRP application.  

Item 1d: Specify the name of the insurer, third-party administrator, or other entity that is 
administering the benefit option.  

If the plan has more than one benefit option for which the sponsor intends to seek program 
reimbursement, please indicate the information in Items 1a-d for each such benefit option, with 
each benefit option listed in a separate copy of the attachment that appears at the end of this 
application.

C. Programs and Procedures for Chronic and High-Cost Conditions 

In completing this item, please follow the instructions in the application. Please be aware that the 
ERRP regulation defines “chronic and high-cost condition” as a condition for which $15,000 or 
more in health benefit claims are likely to be incurred during a plan year by one plan participant. 
(See the ERRP regulation at 45 C.F.R. §149.2).  Therefore, you should make clear in your 
summary that the conditions for which you have programs and procedures in place, have resulted 
in $15,000 or more in health benefit claims, or likely would result in such amount of claims, 
absent the programs and procedures, for one plan participant, during a plan year.

D. Estimated Amount of Early Retiree Reinsurance Program Proceeds 

In completing this item, please follow the instructions in the application.  

E. Intended Use of Early Retiree Reinsurance Program Proceeds 
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In completing this item, please be aware that the ERRP regulation specifies that the sponsor must 
use the proceeds under this program for the following purposes: (1) To reduce the sponsor’s 
health benefit premiums or health benefit costs, or (2) To reduce health benefit premium 
contributions, copayments, deductibles, coinsurance, or other out-of-pocket costs, or any 
combination of these costs, for plan participants, or (3) To reduce any combination of the costs in 
(1) and (2).  Proceeds under this program must not be used as general revenue for the sponsor. 
(See the ERRP regulation at 45 C.F.R. §149.200). In completing this item, please follow the 
instructions in the application. 

APPLICATION PART III: Banking Information for Electronic 

Funds Transfer

All ERRP payments will be paid via electronic funds transfer. In order to receive payments, all 
information in this section must be provided.  

Please provide the required information for Items 1-9 for the Plan Sponsor’s bank and related 
information.  

APPLICATION PART IV: Plan Sponsor Agreement

The Authorized Representative of the Plan Sponsor must read the Plan Sponsor Agreement, and 
if the terms are accepted, must indicate acceptance by providing his or her signature. 

Attachment: Additional Benefit Options 
If the plan has more than one benefit option for which the sponsor intends to seek program 
reimbursement, please indicate the information in PART II, B, items 1a through 1d, for each 
such benefit option, with each benefit option listed on a separate copy of this attachment. 
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context of mergers and acquisitions for both public and privately held companies. She 

has also represented employers, plan fi duciaries and selling shareholders in a number of 

ESOP transactions.

Ruth is listed in the 2009 and 2010 editions of The Best Lawyers in America® in the area 

of Employee Benefi ts Law and was selected for inclusion in Who’s Who in America and 

Who’s Who in American Law

Prior to joining the fi rm, she clerked two years in the United States Court of Appeals 

for the Eighth Circuit for the Honorable Gerald W. Heaney and the Honorable Roy L. 

Stephenson.

Ruth represents public and private businesses, government entities, trustees of public 

retirement plans and trustees of Taft-Hartley pension and welfare plans in a broad range 

of employee benefi t matters. 

PARTNER

St. Louis, MO 

Practice Areas

Education

Admissions

Professional Affi liations

American Bar Association

The Missouri Bar

�

�

Civic and Charitable Organizations
Childhaven, Former Trustee and past President, Board of Directors, now part of Edgewood 

Children’s Center

Grace Hill Settlement House, Board of Directors

The Saint Louis Forum

�

�

�



Alan H. Kandel

alan.kandel@huschblackwell.com

314.345.6463

Employee Benefi ts & Executive 

Compensation

Indian Law

�

�

Missouri, 1986�

J.D., Saint Louis University, 

cum laude, 1986

Editor and Member, 

St. Louis University Law Journal

Order of the Woolsack

B.A., Washington University, 

universali cum honore, 1983

�

�

Signifi cant Accomplishments

Assist clients in restructuring qualifi ed plan design in light of recent changes in law

Advise clients with respect to welfare benefi t plans

Advise tax-exempt and governmental employers in complying with special rules 

applicable to their pension and welfare benefi t plans

Design and draft nonqualifi ed plans of deferred compensation

Represent clients in compliance and controversy matters before the IRS and the 

Department of Labor

Advise clients on the tax and benefi t aspects of equity-based compensation plans

Assist ESOP clients with fi duciary and corporate governance issues

Listed in The Best Lawyers in America® in the area of Employee Benefi ts Law, 2010

�

�

�

�

�

�

�

�

Representative Clients

A.G. Edwards Trust Company FSB

Bakers Footwear Group, Inc.

Commerce Bancshares, Inc.

Community Bancshares, Inc.

McCarthy Holdings, Inc.

Ralcorp Holdings, Inc.

Saint Louis Art Museum

Smurfi t-Stone Container Corp.

Springfi eld Clinic, LLP

Watlow Electric Manufacturing Company

�

�

�

�

�

�

�

�

�

�

PARTNER

St. Louis, MO 

Practice Areas

Education

Admissions

(continued on next page)

Professional Affi liations

American Bar Association

Bar Association of Metropolitan St. Louis, Employee Benefi ts Committee, Former Chair

Employee Benefi ts Association of St. Louis 

The Missouri Bar

WEB

�

�

�

�

�

Civic and Charitable Organizations
H. F. Epstein Hebrew Academy, Past President

Louis and Sarah Block Yeshiva High School, President

Vaad Hoeir of St. Louis, Past President

�

�

�



Background

Named as Partner, 1998

Joined fi rm as Senior Attorney, 1996

Of Counsel, The Farnam Law Firm, 1995 - 1996

Associate, Lewis, Rice & Fingersh, L.L.C., 1991 - 1995

Associate, Popkin & Stern, 1986-1991

�

�

�

�

�

“Legal Issues for Health Plans,” St. Louis Association of Health Underwriters, March 2004

“Retirement Plan Investments,” St. Louis Bar Journal, Summer 2003

“Lock That File Cabinet: HIPAA’s Privacy Rule,” Blackwell Sanders LLP Labor & 

Employment Seminar, May 2003

“Understanding the HIPAA Privacy Rules,” ACCA St. Louis, October 2002

“Planning Opportunities With Retirement Plans,” DFK International/USA, Inc., June 2002

“Opportunities for Retirement Plan Design for the 2002 Tax Act,” WEB, September 2001

“Current Employee Benefi t Topics Affecting School Districts,” Lohrman, November 2000

“Welfare Benefi ts in Mergers and Acquisitions,” WEB, September 1998

“New Developments in Health Benefi ts,” International Association of Financial Planners, 

January 1998

“Retirement Plan Distributions,” St. Louis Bar Journal, Fall 1997

“Distribution Planning for Large Account Balances,” The Missouri Bar, September 1997 and 

the Bar Association of Metropolitan St. Louis, July 1997

“HIPAA Regulations: Implementation Issues,” the Bar Association of Metropolitan St. Louis, 

May 1997

“Latest Developments in Employee Benefi ts,” University of Missouri at Kansas City, June 

1996

“Non-Retirement Benefi ts in Qualifi ed Plans,” the Bar Association of Metropolitan St. Louis, 

April 1995

“Handling Retirement Plan Benefi ts When a Couple Divorce,” Estate Planning, September/

October 1991

�

�

�

�

�

�

�

�

�

�

�

�

�

�

�

Publications and Presentations



Craig A. Kovarik

craig.kovarik@huschblackwell.com

816.983.8249

Employee Benefi ts & Executive 

Compensation

�

Missouri, 1994

Kansas, 1995

�

�

J.D., University of Kansas, 1994

Order of the Coif

B.B.A., University of Texas,

with honors, 1989

�

�

Signifi cant Accomplishments

Counsel public and non-public companies with respect to all aspects of tax-qualifi ed 

retirement plans, including 401(k), defi ned benefi t, money purchase and profi t sharing 

plans

Advise ESOP clients with respect to tax, fi duciary and corporate governance issues

Successfully counseled clients with respect to Department of Labor audits and 

investigations and the processing of submissions under the IRS’ Voluntary Correction 

Program

Counsel clients with respect to the design and implementation of non-qualifi ed deferred 

compensation arrangements

Counsel clients with respect to the design and implementation of equity-based 

compensation plans and arrangements

Counsel clients with respect to welfare benefi t plan issues, with special emphasis on the 

design and administration of self-insured plans

Voted a 2007 Missouri & Kansas “Super Lawyer®”

Listed in The Best Lawyers in America® in the area of Employee Benefi ts Law, 2009-2010

�

�

�

�

�

�

�

�

Representative Clients

Aquila, Inc.

Collins Industries, Inc.

Commerce Bancshares, Inc.

Cook Composites and Polymers

CoxHealth

Dairy Farmers of America, Inc.

Midwest Research Institute

Saint Luke’s Health System

Sutherland Lumber Company, L.P.

West Corporation

�

�

�

�

�

�

�

�

�

�

PARTNER

Kansas City, MO

Practice Areas

Education

Admissions

Professional Affi liations

Kansas Bar Association

The Missouri Bar 

�

�

Background

Named as Partner, 2001

Joined fi rm as Associate, 1994

Certifi ed Public Accountant, KPMG, 1989-1991

�

�

�



Patricia L. Martin

pat.martin@huschblackwell.com

816.983.8206

Employee Benefi ts & Executive 

Compensation

�

Missouri, 1987

Illinois, 1983

�

�

J.D., Northwestern University, 1983

Order of the Coif

Northwestern University Law Review, 

Executive Editor, 1982-1983

B.A., University of Virginia, 1980

�

�

Signifi cant Accomplishments

Assisted numerous clients with benefi ts issues in mergers and acquisitions

Drafted retirement and welfare plans

Assisted clients in making loans to employee stock ownership plans (ESOPs)

Drafted executive compensation plans and equity incentive plans

Advised clients with respect to operational and compliance issues in retirement plans

Assisted clients with benefi ts issues in bankruptcy

Listed in The Best Lawyers in America® in the area of Employee Benefi ts Law, 2008-2010

�

�

�

�

�

�

�

Representative Clients

Associated Wholesale Grocers, Inc.

ConAgra Foods, Inc.

Energy West, Inc.

Ewing Marion Kauffman Foundation

Kansas City, Missouri School District

Rockhurst University

Smurfi t-Stone Container Corp.

�

�

�

�

�

�

�

SENIOR COUNSEL

Kansas City, MO

Practice Areas

Education

Admissions

Professional Affi liations

The Missouri Bar�

Civic and Charitable Organizations
Heart of America Tax Institute, Program Chair

Operation Breakthrough, Grapevine Group

�

�

Background

Joined fi rm as Senior Counsel, 1996

Watson & Marshall, 1987-1996

McDermott, Will & Emery, 1984-1987

Law Clerk to Honorable Joel M. Flaum, U.S. Court of Appeals for the Seventh Circuit

�

�

�

�



Mark D. Welker

mark.welker@huschblackwell.com

816.983.8148

Employee Benefi ts & Executive 

Compensation

Investment Management

�

�

Missouri, 1984

Iowa, 1984

�

�

J.D., Drake University, 1984

Order of the Coif

Drake Law Review, Note and Comment 

Editor, 1983-1984

B.S., Drake University, 

summa cum laude, 1981

�

�

Signifi cant Accomplishments

Voted as a 2007 and 2008 Missouri & Kansas “Super Lawyer®” in the area of Employee 

Benefi ts/ERISA law

Listed in The Best Lawyers in America® in the area of Employee Benefi ts law, 1997-2010

Rated “Leading Individual” in Labor & Employment (Missouri) by Chambers USA, 

2008 The Client’s Guide

Ranked in the 2010 edition of Chambers USA: America’s Leading Lawyers for Business 

in the area of Labor & Employment

�

�

�

�

Representative Clients

American Italian Pasta Company

Commerce Bancshares, Inc.

ConAgra Foods, Inc.

Highwoods Properties, Inc.

H&R Block, Inc.

Sprint Nextel Corporation, Employee Benefi ts Committee

The Children’s Mercy Hospital

�

�

�

�

�

�

�

PARTNER

Kansas City, MO

Practice Areas

Education

Admissions

Professional Affi liations

Employee Benefi ts Institute, Chair, 1995

Exempt Plans Advisory Council to the IRS

Heart of America Employee Benefi ts Conference

Heart of America Tax Institute, Co-Chair, 1997

The Missouri Bar,  Tax Law Section

�

�

�

�

�

Civic and Charitable Organizations
Children’s Mercy Hospital: Golf Classic Committee, 2001-2004

Children’s Mercy Hospital: Hands and Hearts for Children, Board Member, 2001-2004

�

�

Background

Chair, Tax & Benefi ts Department, 2010-present

Named as Partner, 1991

Joined fi rm as Associate, 1984

�

�

�



 

ABOUT HUSCH BLACKWELL SANDERS LLP 

Husch Blackwell Sanders LLP is a leading business and litigation services law firm with more than 625 

lawyers serving our clients from 14 cities, from Phoenix to Washington, D.C. and Chicago to Memphis, with 

international reach through our London office. We offer the strength of a leading firm at compelling value, 

partnering with our clients to deliver creative, but practical, advice, uncommon service, and exceptional 

results.  

Our clients include leaders of today and leaders of tomorrow, from national and global companies to 

entrepreneurial start-ups. We measure our success by our clients’ success and are guided in all we do by 

dedication to our clients’ businesses and objectives. 

BUSINESS KNOWLEDGE 

We listen to our clients and internalize their needs and objectives, from outcomes to process to cost. We 

recognize that our clients’ needs and objectives cannot be met without a deep understanding of their businesses 

and of the industries in which they operate, and that knowing and anticipating changes in the business, 

regulatory and legal landscapes are critical to our mission. Our lawyers combine in-depth legal knowledge 

with practical business experience and active industry participation to advise our clients on emerging legal 

trends and to deliver creative but practical value-added service. 

LEGAL EXPERTISE 

We combine in-depth knowledge of our clients, their objectives, and their industries with specialized legal 

expertise across a broad array of legal disciplines. Our lawyers are recognized by both our clients and 

independent third parties as experts in their fields, and we are nationally recognized for: 

• results-driven leadership in business transactions; 

• efficient guidance through governmental regulation; 

• global protection and defense of intellectual property; 

• vigorous and effective advocacy in complex litigation; and 

• practical counseling aligned with our clients’ needs and objectives 

VALUE-DRIVEN SERVICE 

At Husch Blackwell Sanders, service means more than delivering results. It means consistently delivering 

timely, reliable, high quality work and advice. It means knowing our clients and tailoring solutions to their 

objectives, actively monitoring industry and regulatory trends and proactively sharing insights. It means 

delivering expertise while efficiently managing costs, thinking outside the box but within the budget. With the 

resources and expertise of a leading firm and the shared values of our clients, we help our clients achieve their 

objectives while exceeding their broader expectations. 

For more information about Husch Blackwell Sanders LLP, please visit www.huschblackwell.com. 

 



 

PRACTICES & INDUSTRIES 

Advertising & Marketing  

Antitrust & Unfair Competition  

Appellate  

Aviation  

Banking & Finance  

Business Litigation  

Class Actions  

Climate Change & Sustainability  

Closely Held Business  

Commercial Transactions  

Construction & Design  

Copyright  

Corporate  

Customs & Trade  

E-Discovery  

Education  

Employee Benefits & Executive Compensation  

Energy Industry  

Energy Regulation  

Entertainment & Media  

Environmental, Water and Natural Resources  

ERISA/Employee Benefits Litigation  

Estate Planning, Trusts & Estates  

Food Law  

Franchise & Distribution Law  

Government Compliance, Investigations & Litigation  

Government Contracts  

Governmental Affairs  

Health Law  

Hospitality  

Immigration  

 

Indian Law  

Insolvency and Commercial Bankruptcy  

Insurance Litigation  

Intellectual Property  

Intellectual Property Litigation  

International  

Investment Management  

Labor & Employment  

Levee & Flood Control  

Malpractice Defense  

Mergers & Acquisitions  

Municipal  

Patents 

Privacy & Data Security  

Private Investment Funds  

Products Liability & Toxic Tort  

Public Finance  

Real Estate & Development  

Records & Information Management  

Renewable Energy & Biofuels  

Safety & Health  

Securities & Corporate Governance  

Securities Industry Regulation & Litigation  

Tax  

Tax Exempt Organizations  

Technology & E-Commerce  

Telecommunications Practice  

Trademarks 

Transportation  

White Collar Criminal Defense  

 

 



 

OFFICE LOCATIONS 

 

 

 

CHATTANOOGA - DOME 

736 Georgia Avenue, Suite 300 

Chattanooga, TN 37402 

 

DENVER 

1700 Lincoln Street, Suite 4700 

Denver, CO 80203 

 

LINCOLN 

206 S. 13th Street, Suite 1400 

Lincoln, NE 68508 

 

OMAHA 

1620 Dodge Street, Suite 2100 

Omaha, NE 68102 

 

SPRINGFIELD  

901 St. Louis Street, Suite 1900 

Springfield, MO 65806 

 

CHATTANOOGA - HAMILTON 

2030 Hamilton Place Blvd., Suite 150 

Chattanooga, TN 37421 

 

JEFFERSON CITY 

235 East High Street 

Jefferson City, MO 65102 

 

LONDON 

Milton Gate, 60 Chiswell Street 

London, England EC1Y 4AG 

 

PEORIA 

401 Main Street, Suite 1400 

Peoria, IL 61602 

 

ST. LOUIS  

190 Carondelet Plaza, Suite 600 

St. Louis, MO 63105 

 

CHICAGO 

120 South Riverside Plaza, Suite 2200 

Chicago, IL 60606 

 

KANSAS CITY  

4801 Main Street, Suite 1000 

Kansas City, MO 64112 

 

MEMPHIS 

200 Jefferson Avenue, Suite 1501 

Memphis, TN 38103 

 

PHOENIX 

2400 East Arizona Biltmore Circle,  

Suite 1200  

Phoenix, Arizona 85016  

 

WASHINGTON, D.C. 

750 17 Street, NW, Suite 1000 

Washington, D.C. 20006-3901 



Employee Benefits & Executive Compensation 

Our Employee Benefits & Executive Compensation practice solves our clients problems related to benefits and compensation 

matters. To do that, we make a point of understanding each client's business, its workforce, its objectives, the metrics that 

make it successful and its attitudes on risk tolerance. 

We represent hundreds of clients throughout the United States in all areas of employee benefits and executive compensation, 

including incentive compensation arrangements, pensions, ESOPs, 401(k) arrangements and other retirement plans, health 

and welfare plans and other benefits related matters. Our practice includes designing, implementing, maintaining and 

terminating employee benefit and compensation plans, and integrating plans in acquisitions and mergers. 

The types of clients we serve enhance our perspective. We represent "consumers" of employee benefit services, such as 

employers and in-house fiduciaries. We also represent "providers" such as banks, mutual funds, investment advisers and third 

party administrators. Also, although we represent six companies in the Fortune 500, we also represent dozens of employee-

owned companies and many governmental entities. 

Our services include: 

• Designing and implementing employee stock ownership plans  

• Designing and implementing employee equity and “phantom” equity plans, including options, restricted stock and 

stock appreciation rights  

• Designing and drafting retirement, health, welfare and deferred compensation plans and trust documents  

• Working with the leading industry providers and vendors in the negotiation of favorable arrangements for our clients 

in order to satisfy applicable fiduciary duties and administrative requirements  

• Representing ERISA fiduciaries (including trustees, investment advisers and administrative committee members) 

regarding their duties and unique issues.  We successfully defended an ERISA fiduciary in a precedent setting case 

affirmed by the Eighth Circuit Court of Appeals 

• Representing providers of employee benefit services regarding the design and delivery of their products and services 

• Designing solutions to complex securities law problems relating to employer stock held by plans. For example, we 

designed a payroll deduction, stock option plan for United States employees of a United Kingdom company  

• Representing employers and fiduciaries in controversies before the IRS and Department of Labor. We settled with the 

IRS a potential prohibited transaction excise tax claim in excess of $100 million and at the same time negotiated a tax 

deduction for employee benefits in excess of $40 million  

• Designing arrangements to retain and incent executives and other employees, including change-in-control severance 

agreements and retention agreements 

• Advising plan administrators on correcting errors. Problems often arise for which no easy solution exists. Our 

responsibility is to help administrators implement practical solutions 

• Analyzing employee benefit risks and opportunities in connection with mergers and acquisitions, and integrating the 

benefit programs of the combined entities. For example, in 2008 we were responsible for all benefit and compensation 

matters in a public company's sale of a $2 billion subsidiary 



• Handling the benefit and compensation issues faced by companies in bankruptcy. For example, in 2008 and 2009 we 

represented a large public company in bankruptcy, which included multiple defined benefit pension plans. 


