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+
The Law Formerly Known As PPACA -
38 Changes as of Apr 1,2014

m Disclaimer:

= Guidance and interpretations relating to these matters are being
released on a regular basis. BB&T Insurance Services and Craig
Gottwals are not providing legal or tax advice.

s To ensure compliance with requirements imposed by the IRS, any
discussion of U.S. tax matters contained in this communication
(including any attachments) is not intended and cannot be used by
anyone to avoid IRS penalties.

» This material is for informational purposes only.

» There have been 38 different changes to this law via Administrative
Action, Executive Order or Amendment to Prosecutorial Discretion.
There will be more. You must regularly seek updated information.
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The Law Formerly Known As PPACA —
38 Changes as of Apr 1,2014

“The ... effects of a mutable policy ... poison the
blessing of liberty itself. It will be of little avail to the
people that the laws are made by men of their own
choice if the laws be so voluminous that they cannot be
read, or so incoherent that they cannot be understood; if
they be repealed or revised before they are
promulgated, or undergo such incessant changes that
no man who knows what the law is today can guess what
it will be tomorrow.”

= James Madison, Federalist 62. Writing under the pseudonym “Publius”.
a Independent Journal, Wednesday, February 27, 1788.

+
Healthcare Reform Overview

a Official name: Patient Protection and Affordable Care Act (“PPACA”
“ACA” for short). Also referred to as Health Reform or ObamaCare.

= Statute itself is over 2,400 pages.

a If the requlations implementing the statute hold to the same ratio as
Medicare’s regulations-to-statue ratio did, that will mean PPACA’s
regulations will exceed 140,000 when they are all done.

n It will cost over $1.5 Trillion when fully implemented -
CBO revised estimate, March 2014. Price at passage was half of that
amount or $0.9T.

= In 1965, government experts projected that in 1990, on an inflation-
adjusted basis, Medicare would cost $12 billion. In reality, Medicare
cost $107 billion in 1990.

4/2/14
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+ Healthcare Reform Overview, Cont.

= 2013's edition of the Federal
Register passed the

80,000 page mark.

= An average weekday represents
another 333 pages of new federal
rules, orders and hearings.
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= HCR creates 20 new federal fees [JRRIERIHTIERIFERIUS
and taxzes. (Tanning salons, FSA vannot heend
max’s, robust plans, premium tax, JEESESNSIE A
insurer risk corridor tax, ther cannct s

Medicare increase, investment andaraned”
income increase, Rx tax, device
tax, etc.) Tames Madison

s The nonpartisan CBO estimates
that reform will eliminate 800,000
jobs by 2021.

+
Healthcare Reform Overview, Cont.

= Analysis by the Joint Economic Committee and the House Ways &
Means Committee estimates up to 16,500 new IRS personnel will be
needed to collect, examine and audit new tax information mandated
on families and small businesses in HCR.

= Complying with PPACA will take as many hours as it would take to
build Mt. Rushmore 1,500 times over (180 Million Hrs on 174 different
requirements) — House Ways and Means Cmmt. May 2013.

s The Law will greatly increase the federal government’s role in
healtheare by expanding Medicare by 33% and involving HHS in the
design, sale and regulation of health insurance products.

» For nearly one-third of calls into the Medicaid/Medicare hotline
reporting waste, fraud and abuse, government workers take over 4
months to begin investigation.

4/2/14
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March 2014 CBO Updates on HCR

Congressional Budget Office's (CBO's) Economic Qutlogk from 2014 to 2024:

= 31 million nonelderly residents of the United States are likely to remain
without health insurance in 2024, roughly one out of every nine such
residents. (Page 107).
= This means that we will go from 45 million uninsured to 31 million for a net
reduction of 14 million. (Page 108)

m There are 314 million people in America. This equates to a 4.5% reduction.

s The average taxpayer subsidy to an Exchange enrollee will go from $4,700
in 2014 to $8,370 in 2024. (Page 109)

® 6 million and 7 million fewer people will have emglayment-based
insurance coverage each year from 2016 through 2024 than would be the
case in the absence of the ACA. (Page 111)

s CBO estimates that the ACA will reduce the total number of hours worked,
on net, by about 1.5 percent to 2.0 percent during the period from 2017 to
2024, almost entirely because workers will choose to supply less labor—
given the new taxes and other incentives they will face and the financial
benefits some will receive. ...

+
Where are We Now? The Basics

= Employers with 100 or more employees must offer
government-approved health plans on or before January
1,2015 or face a penalty of:
= 2,000 per employee for all employees (minus the first 30); or
= 3,000 per employee if the employer makes the plan

“unaffordable” or offers a plan that does not meet a 60% actuarial
value threshold and the EE gets gov't subsidies; and

= $100 per employee per day for any plans that fail to comply with a
list of essential benefits (that is actually already in effect).

a Employers with 50-99 employees have until 2016 to
comply according to the President (but watch out for
employee suits to enforce the statute as written ...)

4/2/14
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Minimum Benefit Rules

» Beginning in 2014 2015, employers must offer a
minimum benefit level otherwise subject to a fine.

= Minimum Benefit levels begin and must cover at least
60% of the actuarial value of the essential benefits.
Small groups also have deductible limits where federal
law and state practice don’t line-up (more ER liability).

m “Actuarial Value” must be determined by an actuary.

s HHS produced a calculator and we tested 100s of
plans. A plan with a $6,300 deductible and 100%
coinsurance thereafter that did provide for pre-paid
preventive care did meet this test. It is a very low bar.

* Getting Covered in 2014

= Americans not covered under a government plan
(Medicaid, Medicare, TRICARE) will have three
options for health insurance in 2014:

a Buy an individual market plan through:

u The individual market exchange —

a Purchaser may be eligible for subsidy; or

m The off-exchange or private exchange market
= Go uninsured (will pay penalty unless they qualify

for an individual exemption — there are now
TWENTY-TWO (22) Exemptions)

= Get coverage thaugh.thels Employer, e \
N

4/2/14
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+ The Individual Tax & The 98.1% Who Won’t
Pay It

The "Penalty”
2014:898 or 17: ofincome (greater amt.)

2015:8325 0 of income (greater amt.)
2016:8685 0 “. of income (greater amt.)

s The “Tax" upon which we had a Supreme Ct case, invested thousands of hrs &
100s of thousands of $ defending has been gutted with subsequent
exemptions and exemptions issued by HHS, IRS and DOL.

s CBO Reported in Mar 2014 that only 1.9% of Americans will ever pay it.

» There are now 22 Exemptions including a “self-reported’ exemption that you
believe the HCR Exchange Plans represent a “hardship” to you. Other
exemptions for non federal tax payers, those who've received a utility shutoff
notice in last 6 mo., homelessness, evicted or facing foreclosure in last 6
months, couldn’t pay med bills in last 24 mo., experienced increased bills
caring for a family member, etc.

s Prediction: As November elections approach this “mandate” will be expressly
proclaimed “unenforced” or at least the exemptions will be touted more
robustly to ensure it is not costing votes.

+
Employer Penalties Begin, 2014 2015

The No-Coverage Penalty

= Applies to employer with more than 99 full-time
employees (more than 49 in 2016).

s “Full-time employee” means an employee who is
employed on average at least 30 hours of service
per week. (More on this later.)

= ER must provide health coverage or pay penalty of
$2,000 per FTE

= Excludes penalty on the first 30 employees and
certain seasonal workers.

4/2/14
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Employer Penalties in 2014 2015

No minimum benefit or coverage not affordable

s Employers providing coverage not meeting the minimum
benefit level (of 60% actuarial value) or

= Charging employees more than 9.5% of household of
income (can now use W-2 wages instead of household
income)for coverage.

= Will be fined $3,000 per full time (defined as 30 hrs per
week) employee receiving a subsidy.

= Employees who make less than four-times the federal
poverty level (currently $95,400 for a family of four) will
qualify for Government subsidies in addition to the above
rules.

+
Employer Affordability Safe Harbor

m An employer’s coverage will be considered
AFFORDABLE if the employee’s cost of employee-only
coverage does not exceed 9.5% of the employee’s W-2
wages (as reported in Box 1 of the employee’s W-2) and
the employer meets the other requirements.

m If the employer offers multiple plan options, the

affordability test applies to lowest~cost option available.

m It is important to remember, it is the receipt of a subsidy
in the Exchange that triggers the employer penality.

4/2/14
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1 $11,57C | $15,521 | $17,505 | $23,340| $29,175 $35,010 $46,630
2 15,730 | 20,921 | 23,595 | 31,460| 39,325 47,190 | 62,920

3 19,790 | 26,321 | 29,685 | 39,580| 49,475 59,370 | 79,160
4 23,850 | 31,721 | 35,775 | 47,700} 59,625 71,550 | 95,400

5 27,910 | 37,120 | 41,865 | 55,820( 65,775 83,730 | 111,640
G 31,970 | 42,520 | 47,955 | 63,540 79,925 95,910 (127,880
7 36.030 | 47.920 | 54,045 | 72,C60| 90,075 1C8,090| 144,120 ;
8 40,090 | 53,320 | 60,135 | 80,180 100,225 120,270 | 160,360 l

+
Basics, What’s Been Done - As of
January 1,2011:

m Carrier loss ratios mandated to be 85% or higher for large groups.
» Calculated on a state-by-state basis.

u Carriers cutting back on all “non-claims” activity such as fraud prevention,
improved system upgrades, customer service training, etc.

» If a rebate is issued, it becomes a rather significant administrative
burden to the employer to ensure that employees each get their
commensurate share.

s By not allowing an insurance company to count cost control measures,
use review, fraud prevention and provider credentialing as part of its
"claims”, insurers have cut back dramatically on those efforts.

= Instead, if any of those things unduly drive costs, the policy holder will
simply see their premiums escalate commensurately.
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+ Basics,What'’s Been Done - First
Renewal After 9/23/10:

m All plans must now meet the Section 105(h) discrimination test —
will discuss further below. (Gov't enforcement suspended pending
further regqulations).

m Discrimination in insured group plans based on employee’s
salary is prohibited. (Executive carve-outs.)

m Preventive services must be embedded in premium and have no
copay at time of visit. 1.e., the cost of such procedures must be
pre-paid in the monthly premium. (Non-grandfathered only)

= Uniform explanation of coverage. No more than 4 pages written
in a culturally/linguistically appropriate manner.

= Employers must provide employees with a Summary of Material
Modification (SMM) 60 days before changes are made to the plan.
The Act is silent on the effective date; further regulations clarified
for midyear changes only. (Another employer liability.)

-3
Culturally & Linguistically
Appropriate?

a “Culturally & Linguistically Appropriate” means race, ethnicity,
gender, geographic location, socioeconomic status (including
education, employment or income), primary language, and, disability
and by racial and ethnic subgroups must be factored in. HHS shall
collect accurate data on health and health care by race, ethnicity,
primary language, sex, sexual orientation, gender identity, disability,
socioeconomic status, rural, urban, or other geographic setting, and any
other population or subpopulation determined appropriate by the
Secretary.

= The requirement to provide notices in a non-English language will be
based on the number or percentage of plan enrollees who are literate
in a common non-English language. For plans that cover more than 100
participants, the threshold is 10% of plan participants, or 500
participants, whichever is less. (Does not apply tc Grandfathered
Plans).

4/2/14
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+
What is Discrimination Testing?

Gov’t not enforcing until regulations are published

No discrimination in favor of highly comp'd EEs with respect to

cmployee benefits. (Most typically the top 257 of carners)

s All plans must meet the I.R.C Section 105(h) test:
= 70% of employees are enrolled in the plan, or

s The plan benefits 80 percent of eligible employees and 70
percent of all employees are eligible.

= If this test is failed, any benefits of the plan will be
taxable to those who receive such benefits for self-
funded plans (currently enforced), or

m Fine of $100 per day per employee discriminated against
which is born by the employer for fully insured plans (not
yet enforced).

+
2018’s Cadillac Tax

m An excise an excise tax of 40% is imposed on insurers of
employer-sponsored health plans with total values that
exceed $10,200 for individual coverage and $27,500 for
family coverage annually.

m BB&T - Liberty’s modeling shows that if an organization had
a 2010 single monthly rate in excess of $500 they are likely
to trigger this tax. If the organization had a 2010 single
monthly rate in excess of $450 they are in danger of hitting
this tax.

m A recent study showed that more than 80% of employers in
California would trigger this tax.

4/2/14
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* Afterward: U.S. Fiscal Situation

Do Our Leaders Have the Courage to Balance our Budget?

s Medicare and Medicaid are the drivers

Federal Spending
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Medicaid, Sociat
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* Afterward: Medical Care Drives

Budget
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+ Afterward: Gov’'t Spending as
Share of Economy

GOVERNMENT SPENDING AS SHARE OF ECONOMY
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+
Afterward: What is a Trillion?

= One million seconds equals 12 days.
s One billion seconds equals 31 years. And,
mOne trillion seconds equals 31,688 years.

aWe owe $17.5 Trillion. (asorsrzi19

mOr $152,000 per taxpayer.

4/2/14
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+ Afterward: Budget Battle in Perspective

Federal Spending in Triltions of iInfiation-Adjusted Dollars
a0

Obama Is calling this a¢ phic cut

The budget
battle in 2013
(the "Sequester”
cuts) amounted
to': of I of
our federal
budget.

+
Afterward: Lets Bring That Home

m EX 1) Your husband promises you he will cut back on his diet
to lose weight. He has been eating a average amount of 3,000
calories per day.

= Your husband consumes 15 calories less per day. He does this
by reducing his daily meals of burgers, pizza and donuts by

eating TWO LESS ALMONDS per day.

» EX 2) Your wife promises to spend less to help ease the family
budget problems. You currently owe $10,000 in credit card
debt.

m In order to help pay this off and do her part, she agrees to
reduce her annual spending by $4 less per month. She does
this by reducing her daily Starbucks habit by ONE CUP
OF COXFEE PER MONTH. Yes she'll only have 29

cups instead of 30 in June.
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No employer waiting period of moze than 60 days in
California (and could change to 80 or 120 very soon)

How your use of “shared” employees with IHSS could end up
with you being fined for their mistakes

How the non-discrimination rules expose you to liability for
paying more of your executives benefit costs (or providing
them a better plan)

How you must offer dental coverage to children on your plans
if you have less than 50 employees (but not more)

And much more ...

4/2/14
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-+
The Law Formerly Known As PPACA -
38 Changes as of Apr 1,2014

= Disclaimer:
u Cuidance and interpretations relating to these matters are being
released on a regular basis. BB&T Insurance Services and Craig
Gottwals are not providing legal or tax advice.

= To ensure compliance with requirements imposed by the IRS, any
discussion of U.S. tax matters contained in this communication
(including any attachments) is not intended and cannot be used by
anyone to avoid IRS penalties.

» This material is for informational purposes only.

= There have been 38 different changes to this law via Administrative
Action, Executive Order or Amendment to Prosecutorial Discretion.
There will be more. You must regularly seek updated information.

4/2/14
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+
The Law Formerly Known As PPACA -
38 Changes as of Apr 1, 2014

“The ... effects of a mutable policy ... poison the
blessing of liberty itself. It will be of little avail to the
people that the laws are made by men of their own
choice if the laws be so voluminous that they cannot be
read, or so incoherent that they cannot be understood; if
they be repealed or revised before they are
promulgated, or undergo such incessant changes that
no man who knows what the law is today can guess what
it will be tomorrow.”

= James Madison, Federalist 62. Writing under the pseudonym "Publius”.
s Independent Journal, Wednesday, February 27, 1788.

+
Healthcare Reform Overview

= Official name: Patient Protection and Affordable Care Act (“PPACA"
“ACA” for short). Also referred to as Health Reform or ObamaCare.

= Statute itself is over 2,400 pages.

a If the regulations implementing the statute hold to the same ratio as
Medicare’s regulations-to-statue ratio did, that will mean PPACA’s
regulations will exceed 140,000 when they are all done.

u It will cost over $1.5 Trillion when fully implemented -
CBO revised estimate, March 2014. Price at passage was half of that
amount or $0.9T.

= In 1965, government experts projected that in 1990, on an inflation-
adjusted basis, Medicare would cost $12 billion. In reality, Medicare
cost $107 billion in 1990.

4/2/14
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+ Healthcare Reform Overview, Cont.

m 2013's edition of the Federal
Register passed the

80,000 page mark.

= An average weckday represents
another 333 pages of new federal
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max’s, robust plans, premium tax, JEESESEEETNIRIIES
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Medicare increase, investment understocd”
income increase, Rx tax, device -
tax, etc.) Fames Nladison

® The nonpartisan CBO estimates
that reform will eliminate 800,000
jobs by 2021.

+
Healthcare Reform Overview, Cont.

m Analysis by the Joint Economic Committee and the House Ways &
Means Committee estimates up to 16,500 new IRS personnel will be
needed to collect, examine and audit new tax information mandated
on families and small businesses in HCR.

m Complying with PPACA will take as many hours as it would take to
build Mt. Rushmore 1,500 times over (190 Million Hrs on 174 different
requirements) ~ House Ways and Means Cmmt. May 2013.

s The Law will greatly increase the federal government’s role in
healthcare by expanding Medicare by 33% and involving HHS in the
design, sale and regulation of health insurance products.

u For nearly one-third of calls into the Medicaid/Medicare hotline
reporting waste, fraud and abuse, government workers take over 4
months to begin investigation.

4/2/14
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+
March 2014 CBO Updates on HCR

Congressional Budget Office's (CBQ's) Economic Qutlook from 2014 to 2024:

= 31 million nonelderly residents of the United States are likely to remain
without health insurance in 2024, roughly one out of every nine such
residents. (Page 107).
= This means that we will go from 485 million uninsured to 31 million for a net
reduction of 14 million. (Page 108)

s There are 314 million people in America. This equates to a 4.5% reduction.

» The average taxpayer subsidy to an Exchange enrollee will go from $4,700
in 2014 to $8,370 in 2024. (Page 109)

m 6 million and 7 million fewer people will have emgloyment-based
insurance coverage each year from 2016 through 2024 than would be the
case in the absence of the ACA. (Page 111)

s CBO estimates that the ACA will reduce the total number of hours worked,
on net, by about 1.5 percent to 2.0 percent during the period from 2017 to
2024, almost entirely because workers will choose to supply less labor—
given the new taxes and other incentives they will face and the financial
benefits some will receive. ...

+
Where are We Now? The Basics

= Employers with 100 or more employees must offer
government-approved health plans on or before January
1,2015 or face a penalty of:
= 2,000 per employee for all employees (minus the first 30); or

= 3,000 per employee if the employer makes the plan
“unaffordable” or offers a plan that does not meet a 60% actuarial
value threshold and the EE gets gov't subsidies; and

m $100 per employee per day for any plans that fail to comply with a
list of essential benefits (that is actually already in effect).

= Employers with 50-99 employees have until 2016 to
comply according to the President (but watch out for
employee suits to enforce the statute as written ...)

4/2/14
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+

Minimum Benefit Rules

= Beginning in 2014 2018, employers must offer a
minimum benefit level otherwise subject to a fine.

a Minimum Benefit levels begin and must cover at least
60% of the actuarial value of the essential benefits.
Small groups also have deductible limits where federal
law and state practice don’t line-up (more ER liability).

» “Actuarial Value” must be determined by an actuary.

m HHS produced a calculator and we tested 100s of
plans. A plan with a $6,300 deductible and 100%
coinsurance thereafter that did provide for pre-paid
preventive care did meet this test. It is a very low bar.

+

Getting Covered in 2014

= Americans not covered under a government plan

(Medicaid, Medicare, TRICARE) will have three
options for health insurance in 2014:

s Get coverage through their Employer, i
n Buy an individual market plan through: . #'%

= The individual market exchange — f'r'.,.’z,r/' lote

Sodade

= Purchaser may be eligible for subsidy; or
s The off-exchange or private exchange market

u Go uninsured (will pay penalty unless they qualify
for an individual exemption - there are now

TWENTY-TWO (22) Exemptions)

4/2/14
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+ The Individual Tax & The 98.1% Who Won't
Pay It

The " Penalty”
2014:898 or 1", of income (greater amt.)

2015:8325 or 2" of income (greater amt.)
2016:$695 or 2.5, of income (greater amt.)

m The “Tax” upon which we had a Supreme Ct case, invested thousands of hrs &
100s of thousands of $ defending has been gutted with subsequent
exemptions and exemptions issued by HHS, IRS and DOL.

& CBO Reported in Mar 2014 that only 1.8% of Americans will ever pay it.

s There are now 22 Exemptions including a “self-reported” exemption that you
believe the HCR Exchange Plans represent a “hardship” to you. Other
ezemptions for non federal tax payers, those who've received a utility shutoff
notice in last 6 mo., homelessness, evicted ox facing foreclosure in last 6
months, couldn't pay med bills in last 24 mo., experienced increased bills
caring for a family member, etc.

® Prediction: As November elections approach this “mandate” will be expressly
proclaimed “unenforced” or at least the exemptions will be touted more
robustly to ensure it is not costing votes.

+
Employer Penalties Begin, 2014 2015

The No-Coverage Penalty

» Applies to employer with more than 99 full-time
employees (more than 49 in 2016).

m “Full-time employee” means an employee who is
employed on average at least 30 hours of service
per week. (More on this later.)

= ER must provide health coverage or pay penalty of
$2,000 per FTE

= Excludes penalty on the first 30 employees and
certain seasonal workers.

4/2/14
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Employer Penalties in 2014 2015

No minimum benefit or coverage not affordable

s Employers providing coverage not meeting the minimum
benefit level (of 60% actuarial value) or

= Charging employees more than 9.5% of household of
income (can now use W-2 wages instead of household
income)for coverage.

a Will be fined $3,000 per full time (defined as 30 hrs per
week) employee receiving a subsidy.

s Employees who make less than four-times the federal
poverty level (currently $95,400 for a family of four) will
qualify for Government subsidies in addition to the above
rules.

+
Employer Affordability Safe Harbor

m An employer’s coverage will be considered
AFFORDABLE if the employee’s cost of employee-only
coverage does not exceed 9.5% of the employee’s W-2
wages (as reported in Box 1 of the employee’s W-2) and
the employer meets the other requirements.

n If the employer offers multiple plan options, the
affordability test applies to lowest—cost option available.

m [t is important to remember, it is the receipt of a subsidy
in the Exchange that triggers the employer penalty.

4/2/14
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1 $11,57C | $15,521| $17,505 | $23,540] $29,175 $35,010 | $46,680
2 15,730 | 20,921 | 23,595 | 31,460| 39,325 47,190 | 62,920
2 19,790 | 26,321 | 29,685 | 39,580 48,475 59,370 | 79,160
2 23,850 | 31,721 | 35,775 | 47,700 59,625 71,550 | 95,400
5 27.910 | 37,120 | 41,865 | 55,620 69.775 83,730 | 111,640
G 31,970 | 42,520 | 47,955 | 63,540 | 79,925 95,510 | 127,880
7 36,030 | 47.920 | 54,045 | 72.C60| 90,075 1C8,090 | 144,120
8 40,090 | 53,320 | 60,135 | 80,180| 100,225 120,270 | 160,360

+
Basics, What’s Been Done - As of

January 1,2011:

m Carrier loss ratios mandated to be 85% or higher for large groups.

m Calculated on a state-by-state basis.

s Carriers cutting back on all “non-claims” activity such as fraud prevention,

improved system upgrades, cugtomer service training, etc.

n If a rebate is issued, it becomes a rather significant administrative
burden to the employer to ensure that employees each get their

commensurate share.

a By not allowing an insurance company to count cost control measures,
use review, fraud prevention and provider credentialing as part of its
"claims", insurers have cut back dramatically on those efforts.

u Instead, if any of those things unduly drive costs, the policy holder will

simply see their premiums escalate commensurately.
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+ Basics,What'’s Been Done - First
Renewal After 9/23/10:

= All plans must now meet the Section 105(h) discrimination test —
will discuss further below. (Gov't enforcement suspended pending
further regulations).

a Discrimination in insured group plans based on employee's
salary is prohibited. (Executive carve-outs.)

= Preventive services must be embedded in premium and have no
copay at time of visit. 1.e., the cost of such procedures must be
pre-paid in the monthly premium. (Non-grandfathered only)

= Uniform explanation of coverage. No more than 4 pages written
in a culturally/linguistically appropriate manner.

= Employers must provide employees with a Summary of Material
Modification (SMM) 60 days before changes are made to the plan.
The Act is silent on the effective date; further requlations clarified
for midyear changes only. (Another employer liability.)

Culturally & Linguistically
Appropriate?

= “Culturally & Linguistically Appropriate” means race, ethnicity,
gender, geographic location, socioeconomic status (including
education, employment or income), primary language, and, disability
and by racial and ethnic subgroups must be factored in. HHS shall
collect accurate data on health and heaith care by race, ethnicity,
primary language, sex, sexual orientation, gender identity, disability,
socioeconomic status, rural, urban, or other geographic setting, and any
other population or subpopulation determined appropriate by the
Secretary.

= The requirement to provide notices in a non-English language will be
based on the number or percentage of plan enrollees who are literate
in a common non-English language. For plans that cover more than 100
participants, the threshold is 10% of plan participants, or 500
participants, whichever is less. (Does not apply to Crandfathered
Plans).

4/2/14
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+
What is Discrimination Testing?
Gov't not enforcing until regulations are published

No discrimination in favor of highly comp’'d EEs with respect to

cmployee benefits. (Most typically the top 251 of carners)

s All plans must meet the I.R.C Section 105(h) test:

= 70% of employees are enrolled in the plan, or

= The plan benefits 80 percent of eligible employees and 70
percent of all employees are eligible.

= [f this test is failed, any benefits of the plan will be
taxable to those who receive such benefits for self-
funded plans (currently enforced), or

= Fine of $100 per day per employee discriminated against
which is born by the employer for fully insured plans (not
yet enforced).

¥ 2018’ Cadillac Tax

s An excise an excise tax of 40% is imposed on insurers of
employer-sponsored health plans with total values that
exceed $10,200 for individual coverage and $27,500 for
family coverage annually.

m BB&T - Liberty’s modeling shows that if an organization had
a 2010 single monthly rate in excess of $500 they are likely
to trigger this tax. If the organization had a 2010 single
monthly rate in excess of $450 they are in danger of hitting
this tax.

s A recent study showed that more than 60% of employers in
California would trigger this tax.

4/2/14
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+
Afterward: U.S. Fiscal Situation

Do Our Leaders Have the Courage to Balance our Budget?
s Medicare and Medicaid are the drivers
Federal Spending

B Domestic
discretionary

B Mititary

. Insurance

{Medicare,
Medicaid, Social
Secunty)

B TARP

W Other

M intetest on debt

+
Afterward: Medical Care Drives
Budget

MEDICARE ENROLLEES CO$T PER ENROLLEE

100 miihon $50,000
$44 4167

80 40,000
60 30,000
40 20,000
20 24 $12.090 10,000

T ke $2,813

I
1975 2010

1975 2010 2040
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+ Afterward: Gov't Spending as
Share of Economy

70

GOVERKMENT SPENDING AS SHARE OF ECONOMY

Sl INTEREST OM DtST

M MEDIcARE

W Meoican & OTHER NEALTH
W SociAL SecumTy

S8 ALL OTHER GOVERNMENT
e REVENUES

+
Afterward: What is a Trillion?

mOne million seconds equals 12 days.

s One billion seconds equals 31 years. And,
s One trillion seconds equals 31,688 years.

aWe owe $1 7.5 Trillion. (asof4/2/14)

mnOr $152,000 per taxpayer.

4/2/14
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+ Afterward: Budget Battle in Perspective

Federal Spending in Trillions of inflation-Adjusted Dollars
w0

Obama Is calling this a catastrophic cut

The budget
battle in 2013

(the "Sequester”

cuts) amounted
to - of 1% of
our federal
budget.

=
Afterward: Lets Bring That Home

m EX 1) Your husband promises you he will cut back on his diet
to lose weight. He has been eating a average amount of 3,000
calories per day.

a Your husband consumes 15 calories less per day. He does this
by reducing his daily meals of burgers, pizza and donuts by

eating TWO LESS ALMONDS per day.

= EX 2) Your wife promises to spend less to help ease the family
budget problems. You currently owe $10,000 in credit card
debt.

= In order to help pay this off and do her part, she agrees to
reduce her annual spending by $4 less per month. She does
this by reducing her daily Starbucks habit by ONE CUP
OF COFFEE PER MONTH. Yes she'll only have 29

cups instead of 30 in June.

13
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No employer waiting period of more than 60 days in
California (and could change to 90 or 120 very soon)

How your use of “shared” employees with IHSS could end up
with you being fined for their mistakes

How the non-discrimination rules expose you to liability for
paying more of your executives benefit costs (or providing
them a better plan)

How you must offer dental coverage to children on your plans
if you have less than 50 employees (but not mozre)

And much more ...
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