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Why do employers 

offer benefits?  
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Why do employers offer employee benefits? 

Today’s Answer 2015 Answer 
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Your Job 

Increase ROI 

• Reduce the cost of the benefits 

program 

• Increase employee satisfaction 

(increase the perceived 

benefit) of the benefits 

program 

Mitigate Risk 

• Develop strategies to minimize 

employer mandate penalty 

• Ensure compliance with tax 

and labor laws to reduce fines 

and exposure to lawsuits 

ROI = Bang / Buck 
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How did this happen? 
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1943  

War Labor Board rules wage freeze does not apply to fringe 

benefits, including health insurance benefits. 
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1954 

Revenue Act of 1954 excludes employers' contributions to 

employee's health plans from taxable income. 

Employer contributions to employees’ 

health plans 

excluded from taxable income 
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Benefits to the Employer 

Attract and retain quality 

employees 

Healthier, more 

productive workforce 
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Plus it’s the right thing to do 

Source: eHealth Small Employer Health Insurance Survey, March 2013  
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Why are they called “benefits”? 

Because they benefit the employee.  Four reasons: 

1. Employer contribution – nobody else is going to pay for their health 

insurance 

2. Employer exclusion – receive benefits tax free, pay their portion of 

premium tax free through 125 plan 

3. Guaranteed issue – employees and dependents cannot be denied 

coverage or charged more due to medical conditions 

4. Mandated benefits – group plans cover services not covered by 

individual plans (i.e. maternity) 
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The times are changing 

• With health reform, things are changing – some of the 

benefits go away while some are stronger than ever.  

• This is causing employers to re-think their employee 

benefits strategy, which creates an opportunity for 

advisors.  

• We’ll talk about this later when we get into health reform. 
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Types of employee 

benefits 
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Types of employee benefits 

 Health 

 Dental 

 Life 

 Disability 

 Vision 

 Worksite / Voluntary 

 Wellness Programs 

 Other fringe benefits 

Videos/What are Voluntary Benefits.mp4
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Other Perks 
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Employees' top 10 desired perks 

• Since 32% of employers reported that top performers left their 

organizations in 2012 and 39% are concerned that they'll lose top 

talent in 2013, many are asking current employees for feedback on 

how to increase job satisfaction.  

• According to a new CareerBuilder survey, 26% of workers said that 

providing special perks is an effective way to improve employee 

retention.  

• Here are the 10 that scored highest when workers were asked to 

identify one perk that would make their workplace more satisfying.  

 

Source: http://ebn.benefitnews.com/gallery/ebn/employees-top-10-desired-perks-workplace-2730603-1.html 
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Half-day Fridays 

The top choice for 40% of employees surveyed was early dismissal on 

Fridays. According to Mercer research, work-life balance could recharge 

employee engagement and help retain employees. 

 

Source: http://ebn.benefitnews.com/gallery/ebn/employees-top-10-desired-perks-workplace-2730603-1.html 
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On-site fitness center 

Twenty percent of workers said providing easy access to gyms would 

increase their job satisfaction. A HealthFitness expert offers 10 tips in this 

slide show for building and sustaining a culture of health in the workplace. 

Source: http://ebn.benefitnews.com/gallery/ebn/employees-top-10-desired-perks-workplace-2730603-1.html 



18 

Ability to wear jeans 

Having a casual dress code was the most preferred perk by 18% of 

employees and doesn't cost employers a dime to implement.  

 

Source: http://ebn.benefitnews.com/gallery/ebn/employees-top-10-desired-perks-workplace-2730603-1.html 
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Daily catered lunches 

On the other hand, 17% of employees wished their employer would 

provide daily lunches, which could improve productivity in addition to 

satisfaction if workers don’t need to leave the office to buy food.  

 

Source: http://ebn.benefitnews.com/gallery/ebn/employees-top-10-desired-perks-workplace-2730603-1.html 
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Massages 

Employees who wanted massages to relax in the workplace (16%) may 

be on to something as experts claim massage therapy can boost morale, 

increase productivity and even help with attraction and retention. 

 

Source: http://ebn.benefitnews.com/gallery/ebn/employees-top-10-desired-perks-workplace-2730603-1.html 
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Nap room 

The Huffington Post and Google have created napping rooms or pods in 

their offices, a perk that 12% of employees wanted most, according to 

CareerBuilder. Arianna Huffington said “I love seeing our hard-working 

reporters disappear into the nap room,” and joked: “We haven’t seen any 

disappear in pairs yet, but we’re watching for it!” 

 

Source: http://ebn.benefitnews.com/gallery/ebn/employees-top-10-desired-perks-workplace-2730603-1.html 
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Rides to and from work 

Not only could office-provided transportation or organized carpooling save 

employees stressful commutes, sharing a ride could help them save 

money on transportation or fuel costs. No wonder 12% desire this perk 

most from their employers. 

 

Source: http://ebn.benefitnews.com/gallery/ebn/employees-top-10-desired-perks-workplace-2730603-1.html 
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Snack cart that comes around the office 

Having a snack cart patrol the office would permit employees to munch 

happily while never leaving their desks. Eight percent of employees said 

this perk would most improve their job satisfaction. 

 

Source: http://ebn.benefitnews.com/gallery/ebn/employees-top-10-desired-perks-workplace-2730603-1.html 
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Private restroom 

Having their own restroom would make 7% of workers very appreciative, 

though employers may have trouble giving this perk to every employee. 

 

Source: http://ebn.benefitnews.com/gallery/ebn/employees-top-10-desired-perks-workplace-2730603-1.html 
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On-site daycare 

Home Depot agrees with 6% of workers that on-site daycare is a perk 

worth having. The company’s onsite child care facility has space for 278 

children and is available to all employees in the Atlanta area, not just 

those who work at the head office. 

Source: http://ebn.benefitnews.com/gallery/ebn/employees-top-10-desired-perks-workplace-2730603-1.html 
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Employer 

Contributions 



27 

3 Types 

 Non-contributory: Employer pays 100%, employee pays 

nothing 

 Contributory: Employer supplements the premium but the 

employee also must contribute 

 Voluntary: The employer allows the employee to purchase 

on a voluntary basis, usually tax-free, but no employer 

contribution is offered 
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Employer Exclusion 

 The amount an employer contributes to an employee’s 

health insurance and other employee benefits is deductible 

as a business expense. 

 It is also not considered taxable income to the employee. 



29 

Employee contributions also tax-free 

 If the employer offers a section 

125 plan, the employee can 

sign a salary-reduction 

agreement and pay his/her 

portion of the premium on a 

tax-free basis as well. 

 We’ll discuss in more detail 

later. 
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Contribution requirements 

 Rules may vary by state, but most states do not require the 

employer to contribute any specific amount toward the cost 

of health insurance or other employee benefits. 

 This is not changing with health reform, although there is 

an affordability test based on what the employee must pay. 

 Most insurance companies do have a minimum employer 

contribution requirement. 
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Participation, risk, and 

adverse selection 
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Ways to manage risk 

Source: WebCE “Life and Health Insurance Principles” 
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Insurance is a way of transferring risk 

Transference is the basic purpose of insurance. The risk is 

transferred to the insurance company. 

Source: WebCE “Life and Health Insurance Principles” 
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Carriers set premiums based on risk 

Underwriters evaluate the known risks to determine a group’s 

rates. 
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Adverse selection 

The term…describes a situation wherein an individual's demand for 

insurance (the propensity to buy insurance and the quantity purchased) is 

positively correlated with the individual's risk of loss (higher risks buy more 

insurance), and the insurer is unable to allow for this correlation in the 

price of insurance. 

This may be because of private information known only to the individual 

(information asymmetry), or because of regulations or social norms which 

prevent the insurer from using certain categories of known information to 

set prices (for example, the insurer may be prohibited from using such 

information as gender, ethnic origin, genetic test results, or preexisting 

medical conditions, the last of which amount to a 100% risk of the losses 

associated with the treatment of that condition).  

Source: Wikipedia 
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Reducing adverse selection 

Group Coverage: Law of Large Numbers 

http://www.google.com/url?sa=i&rct=j&q=&esrc=s&frm=1&source=images&cd=&cad=rja&docid=HbkBod7HDMPPHM&tbnid=sjy8kqO9-tdWxM:&ved=0CAUQjRw&url=http://www.problemgambling.ca/en/resourcesforprofessionals/pages/probabilityoddsandrandomchance.aspx&ei=9siAUtntEOip2QXYmoGwBA&bvm=bv.56146854,d.b2I&psig=AFQjCNE9Rjtb4V1cnHkKEl3OyQkYtz1chw&ust=1384258153723200
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Ways carriers reduce adverse selection 

Contribution 
Requirements 

Participation 
Requirements 

Enrollment 
Periods 
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Ways carriers reduce adverse selection 

Pre-existing condition waiting periods – eliminated by the 

health reform legislation starting in 2014. 

http://www.google.com/url?sa=i&rct=j&q=&esrc=s&frm=1&source=images&cd=&cad=rja&docid=cPmZfsuCr6aMoM&tbnid=zIbfTP-FyEklBM:&ved=0CAUQjRw&url=http://community.businessfightspoverty.org/profiles/blogs/dont-wait-for-leaders-become&ei=XMmAUu_5CYHT2wXi1oHABA&bvm=bv.56146854,d.b2I&psig=AFQjCNGhe31hOANRSp39yjk7cC_mzoFW6Q&ust=1384258251963861
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Ways carriers reduce adverse selection 

 Contribution requirements: when the employer contributes a 

significant share of the premium, a significant percentage of employees 

choose to participate, spreading the claims risk across a bigger group. 

 Participation requirements: to ensure that enough employees sign 

up for coverage, most carriers have a minimum participation 

requirement (usually 75%). Healthy employees help offset the cost of 

unhealthy employees 

 Annual enrollment periods: Employees purchase coverage before 

they need it; they don’t wait until they get sick to enroll. 
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Moral hazard 

 In economic theory, a moral hazard is a situation where a party will have a tendency to take 

risks because the costs that could incur will not be felt by the party taking the risk. In other 

words, it is a tendency to be more willing to take a risk, knowing that the potential costs or 

burdens of taking such risk will be borne, in whole or in part, by others. A moral hazard may 

occur where the actions of one party may change to the detriment of another after a 

financial transaction has taken place. 

 Moral hazard arises because an individual or institution does not take the full 

consequences and responsibilities of its actions, and therefore has a tendency to act less 

carefully than it otherwise would, leaving another party to hold some responsibility for the 

consequences of those actions. 

 In insurance markets, moral hazard occurs when the behavior of the insured party changes 

in a way that raises costs for the insurer, since the insured party no longer bears the full 

costs of that behavior. Because individuals no longer bear the cost of medical services, 

they have an added incentive to ask for pricier and more elaborate medical service, which 

would otherwise not be necessary. In these instances, individuals have an incentive to over 

consume, simply because they no longer bear the full cost of medical services. 

Source: Wikipedia 
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Types of health 

insurance plans 
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Types of Health Insurance Plans 

There are five main types of health insurance plans. Traditional indemnity 

plans are at one end of the spectrum, and health maintenance 

organizations (HMOs) are at the other.  

Preferred provider organizations (PPOs) and point-of-service plans (POS) 

combine features of both indemnity plans and HMOs, but are generally 

considered managed care plans.  

A new option, created by Congress in 2003, is a Health Savings Account 

(HSA). It combines a high-deductible health plan (HMO, PPO or 

Indemnity) with a tax-advantaged savings account.  
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Indemnity Plans 

 You can go to the doctor of your choice, and you, your doctor or your hospital submits 

a claim to your insurance company for reimbursement.  

 You will only be reimbursed for covered medical expenses, a list of which can be found 

in your benefits summary.  

 Indemnity plans pay a sizable percentage of what they consider the “usual and 

customary” charge for covered services in your area.  

 The insurer generally pays 80 percent of the usual and customary costs and you pay the 

other 20 percent, which is known as the coinsurance.  

 If the provider charges more than the usual and customary rates, you will have to pay 

both the coinsurance and the excess charges.  

 In addition to the coinsurance, most indemnity plans have deductibles. These are 

amounts of covered expenses you must pay before the insurer will start reimbursing you 

for your medical bills.  

 Indemnity policies typically have an out-of-pocket maximum. This means that once your 

covered expenses reach a certain amount in a given calendar year, the insurer will pay 

the usual and customary fee in full.  

Source: http://www.lifehappens.org/what-are-the-different-types-of-health-insurance/ 
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Indemnity Plans 

$1,000 Deductible 

(member pays 100% 

of first $1,000) 

$2,000 Coins. Max 

(member pays 20% 

of next $10,000) 

Insurance Company 

pays 100% of U&C 

charges up to  

$1 million annual limit 

Deductible 

Coinsurance 

OOP Max 

Annual Max 
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American Journal of Public Health 
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Need for Major Medical Insurance 

 “Some fortunate few have little 

or no expense; a large number 

incur expenses of more 

substantial but still fairly modest 

amounts. 

 The great hazard faced by 

families is that circumstances 

may arise involving medical 

expenses well above the 

national average.” 

 “They may wipe out substantial 

savings entirely. They may spell 

heavy, ruinous debt and all sorts 

of hardships.” 
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No First-Dollar Coverage 

Covering lower-cost 

procedures “where the 

expense incurred is small 

and where the administrative 

overhead would naturally be 

high in relation to the 

medical expense…would 

add substantially to the cost 

of the plan without adding 

commensurately to its value 

as insurance.” 
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Coinsurance 

Coinsurance: “This is a 

practical measure adopted 

in view of…the belief that 

the individual desirably 

should continue to have a 

responsibility through a 

financial interest in the kind, 

volume, and qualify of 

medical care.” 
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Greater Benefits = Greater Costs 
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Consumers Should Make Decisions 

 “…there seems to be no 

satisfactory alternative to having 

each individual participate in the 

decisions that have to be made by 

assuming a responsibility for 

deciding how his money should be 

spent.” 

 “…many will recognize situations 

where families will prefer a less 

costly arrangement to a more costly 

one when the more costly one 

means giving up other things that 

either are more urgently needed or 

are preferred.” 
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“Encouraging People to Act Wisely” 

 “Major medical expense 

insurance aims to help people 

make the most effective use of 

the money required directly or 

indirectly for medical bills.” 

 “It does this by…encouraging 

people to act wisely and with 

discrimination in the expenditure 

of money for medical care.” 
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Health Maintenance Organizations (HMOs) 

 You choose a primary care physician affiliated with your plan, usually a general 

practitioner, to coordinate your care.  

 Generally, you must receive a referral from your primary care physician before visiting a 

specialist in your provider network.  

 With rare exceptions, your HMO will require that you seek care within its network of 

providers  doctors, hospitals, and labs – with whom your HMO has negotiated a fee 

schedule.  

 Negotiating discounts from providers is one of the main ways HMOs keep healthcare 

costs in check. HMOs are generally the most affordable type of health insurance plan.  

 Network providers are required to accept the fee schedule they have agreed to. They 

cannot balance bill, so the member does not incur excess charges. 

  In addition to your premiums, most HMOs require a copayment for certain services, for 

example, $10 or $20 for an office visit. Some, but not all, HMOs will apply copayments to 

hospitalizations as well.  

Source: http://www.lifehappens.org/what-are-the-different-types-of-health-insurance/ 
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HMO Plans 

Service You Pay 

Primary Care Visit 

Specialist Visit 

$25 

$40 

Urgent Care Visit 

Emergency Room Visit 

$50 

$100 

Outpatient Hospital Visit 

Inpatient Hospital Visit 

$250 

$350/day first 3 days 

Generic Prescriptions 

Name Brand Prescriptions 

$15 

$30 
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Preferred Provider Organizations (PPOs) 

 A cross between an HMO and an indemnity plan.  

 A form of managed care. Like an HMO, a PPO negotiates discounts with doctors, 

hospitals and other providers, who then become part of the PPO network.  

  When you see a physician in the network, you typically make a copayment, a fixed fee 

for service, such as $25.  

 No referrals are necessary. You can self-refer to contracted specialists. 

 You can see a physician out of the network, but you’ll be responsible for a separate, 

higher deductible, and then the insurance will pay a portion of the usual & customary rate 

(usually a lower percentage than it would pay in-network).  

 Non-network providers can also balance bill – you’ll be responsible for any excess 

charges above the usual and customary rate. The non-network reimbursement rate 

could be tied to something other than U&C, like a maximum allowable fee (MAF). 

Source: http://www.lifehappens.org/what-are-the-different-types-of-health-insurance/ 
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PPO Plans 

$1,000 Deductible 

(member pays 100% 

of first $1,000) 

$2,000 Coins. Max 

(member pays 20% 

of next $10,000) 

Insurance Company 

pays 100% of U&C 

charges up to  

$1 million annual limit 

DR 

$30 

RX 

$10 or $25 

Insurance Company 

pays 100% of U&C 

charges up to  

$1 million annual limit 

$4,000 Coins. Max 

(member pays 40% 

of next $10,000) 

$2,000 Deductible 

(member pays 100% 

of first $1,000) 

Annual Max 

OOP Max 

Coinsurance 

Deductible 

Copays 
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Point of Service Plans (POS) 

 A point-of-service plan (POS) combines elements of both a health maintenance 

organization (HMO) and a preferred provider organization (PPO). The plan allows you to 

use a primary care physician to coordinate your care, or you can self-direct your care at 

the “point of service.”  

 When medical care is needed, you generally have to two or three options, depending on 

the particular health plan:  

1. You can go through a primary care physician, in which case the services will be 

covered under HMO-like guidelines (i.e., usually just a copayment will be required). 

2. You can access care through a PPO provider and the services will be covered under 

in-network PPO guidelines). 

3. You can obtain services from a provider outside of the HMO and PPO networks. 

These services will be reimbursed according to out-of-network rules (i.e., usually a 

copayment and higher coinsurance charge will be required). 

Source: http://www.lifehappens.org/what-are-the-different-types-of-health-insurance/ 



57 

High Deductible Health Plans (HDHPs) 

 A Health Savings Accounts (HSA) is a type of medical savings account that allows you to 

save money to pay for current and future medical expenses on a tax-free basis.  

 In order to be eligible for a HSA, you must be covered by a high-deductible plan and not 

have any other health insurance.  

 An HSA must be paired with a health insurance plan that requires an annual deductible 

of at least $1,250 for individuals or $2,500 for families. Total out-of-pocket costs for these 

plans, including deductibles and copayments, can’t exceed $6,250 for an individual or 

$12,700 for a family in 2013.  

 High-deductible health plans typically have lower premiums than HMOs, PPOs or POS 

plans, but they come with the potential for higher out-of-pocket costs. To offset that risk, 

you (or your employer) can contribute up to $3,250 annually (individual) or $6,450 

(family) to a tax-advantaged HSA account in 2013.  

Source: http://www.lifehappens.org/what-are-the-different-types-of-health-insurance/ 
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HSA Qualified Plans 

$1,000 Deductible 

(member pays 100% 

of first $1,000) 

$2,000 Coins. Max 

(member pays 20% 

of next $10,000) 

Insurance Company 

pays 100% of U&C 

charges up to  

$1 million annual limit 

Insurance Company 

pays 100% of U&C 

charges up to  

$1 million annual limit 

$4,000 Coins. Max 

(member pays 40% 

of next $10,000) 

$2,000 Deductible 

(member pays 100% 

of first $1,000) 

Annual Max 

OOP Max 

Coinsurance 

Deductible 

HSA 
Health Savings Account 

(in-network | out-of-network | other eligible expenses) 



59 

Consumer-Directed Health Plans 

 Give consumers some “skin in the game” so they will make better 

healthcare decisions. 

 People tend to spend their money differently than they spend someone 

else’s money. 

 An essential component is price and quality transparency tools – you 

can’t ask someone to shop around for healthcare services without 

giving them the tools with which to do it. 

 

What is CDHC? 

Videos/CDHC.wmv
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Distribution of Health Plan Enrollment 

Source:  Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 1999-2011; KPMG Survey of Employer-Sponsored Health Benefits, 1993, 1996; The 
Health Insurance Association of America (HIAA), 1988. 
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Tax-Advantaged 

Accounts 
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Premiums vs. Earnings & Inflation 

Source:  Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 1999-2011.  Bureau of Labor Statistics, Consumer Price Index, U.S. City Average of Annual Inflation (April to 
April), 1999-2011; Bureau of Labor Statistics, Seasonally Adjusted Data from the Current Employment Statistics Survey, 1999-2011 (April to April).  



63 Source:  Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 1999-2011. 

Average Annual Premiums 
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Firms Offering Health Benefits 

Source:  Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 1999-2011. 



65 Source: Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2006-2011. 

Workers With $1,000+ Deductible 
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Among Firms Offering Health Benefits, 

Percentage That Offer an HDHP/SO 

Source:  Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 2005-2011. 
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Consumer Directed Health Care 

 Basic elements 

 High deductibles and increased out of pocket expenses 

 Spending accounts: HRA / FSA / HSA  

 Controls costs by delegating more responsibility to the consumer 

 People spend their own money more efficiently than they send 

someone else’s money 

 Transparency leads to competition, which leads to higher quality at 

lower prices 

 Example – LASIK 

 Future 

 Growing in popularity 

 Relatively untouched by health reform (PPACA) 
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Tax-Advantaged Accounts: Overview 

 Types 

 Cafeteria Plans (section 125) 

 Health Reimbursement 

Arrangements (section 105) 

 Health Savings Accounts 

(section 223) 

 Employer and employee 

contributions tax free 

 Administration – usually outsourced 

to third party administrators (TPAs) 
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Flexible Spending Accounts 

(Cafeteria Plans) 

IRC Section 125 & 129 
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What is a Cafeteria Plan? 

A plan under which: 

• All participants are employees; and 

• The participants may choose between two or more benefits 

consisting of qualified benefits and cash 
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Three Options 

There are three different and distinct options you can offer 

under the Cafeteria Plan: 

• Section 125 Premium Only Plan 

• Section 125 (medical, dental & vision) Flexible Spending 

Account 

• Section 129 Dependent Care Account 

 

DCA FSA POP 
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Constructive Receipt Rule 

• Elections made under the Cafeteria Plan are not subject to 

the constructive receipt rule. 

• Under this rule, any amounts that an individual receives or 

“constructively receives” (i.e. amounts that the individual 

could have received without substantial restriction or 

limitation on such receipt) is TAXABLE INCOME. 

• You must have a Cafeteria Plan to avoid constructive receipt  

– Opt-outs – higher pay without benefits 

– Salary reductions – less pay with benefits 

– Cashable Credits – option that allows employees to use 

“credits” towards the cost of benefits and unused credits to 

receive cash 
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Plan Document 

A Cafeteria Plan is established pursuant to a 

written plan that includes: 

• Description of benefits offered 

• Eligibility rules 

• Manner in which contributions are made 

• Maximum amount of contributions (specific 

amount or formula) – This will be limited to 

a Plan year maximum of $2,500 on plans 

with an effective date on 1/1/2013 

• Description of Plan year 

• Timing of elections 

• Circumstances under which elections can 

be changed 
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Must Be Adopted in Advance 

• The Plan can only be adopted before the effective date and 

can NEVER be retroactively adopted. 

• Must have: 

– Board of Director’s approval 

– Officer approval 
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Plan Year 

The Cafeteria Plan will run for a 12 month period except for: 

• Short plan year permitted for “valid business purpose” such 

as starting the Plan in the middle of a plan year 

• Changing plan year is only permitted for “valid business 

purpose” (i.e. – changing from carrier who issued calendar 

year insurance coverage to new carrier who is issuing on a 

fiscal year) 
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Who Can Sponsor a Cafeteria Plan? 

• Employers under common 

control are considered a single 

employer, and can maintain a 

single plan (common control 

generally equals 80% or more 

ownership) 

• Types of common control 

include: 

– Parent/subsidiary 

– Brother/sister 

– Affiliated service group 
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Who Can Participate? 

• Only common law employees of the employer 

sponsoring the plan (including former 

employees)  

• Leased employees (as defined in 414(n)) 

• Full time life insurance agents and brokers 

(Sec. 7701(a)) 

• Legal tax dependents of any of the above 

(typically to age 26) 
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Who Cannot Participate? 

• Self employed individuals (sole proprietors) 

• Partners or Members of an LLC 

• Greater than 2% Subchapter S 

shareholders and  

– Their direct family members as defined 

under Code §318 attribution rules 

– This includes spouses, children, 

grandchildren, & parents 

• Domestic partners of employee (unless they 

meet definition of “qualifying relative”) 
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Employee Tax Savings 

Contributions for qualified 

benefits are made on a pre-tax 

basis, saving the employee 

Federal, FICA, and State 

(except NJ) income tax on 

items they would typically 

purchase with after tax dollars 

anyway. 
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2014 Tax Brackets 

Tax Bracket Single Married Filing Jointly 

10% Bracket $0 – $9,075 $0 – $18,150 

15% Bracket $9,076 – $36,900 $18,151 – $73,800 

25% Bracket $36,901 – $89,350 $73,801 – $148,850 

28% Bracket $89,351 – $186,350 $148,851 – $226,850 

33% Bracket $186,351 – $405,100 $226,851 – $405,100 

35% Bracket $405,101 – $406,750 $405,101– $457,600 

35% Bracket Over $406,750 Over $457,600 
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FICA Tax Rate 2014 

6.2% of first $106,800 

1.45% with no limit 

7.65% (matched by employer) 

Note: Reduced to 5.65% through end of 2012 

TOTAL 
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FSA 
 

 $50,000 Annual Income 

-$2,500 FSA 

 $47,500 Taxable Income 

-$15,509 Taxes 

 $31,991 Remaining 

 $816  Tax Savings 

Example 

• Annual Income: $50,000 

• Federal Tax Bracket: 25% 

• Social Security & Medicare Taxes: 7.65% 

• Total Tax Rate: 32.65% 

 

 NO FSA 
 

 $50,000 Annual Income 

-$16,325 Taxes 

 $33,675 Take Home 

-$2,500 Med.Expenses 

 $31,175 Remaining 
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Employer Tax Savings 

Contributions for qualified 

expenses also reduce the 

employer’s FICA and FUTA 

liability. 

FICA 
 

Federal Insurance 

Contribution Act 

FUTA 
 

Federal Unemployment 

Tax Act 
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Full Access From Day One 

Employees are entitled to their full annual election as soon as 

they incur a qualified expenses, generating potential cash flow 

advantages for the participant. 

 

 

 

 

 

This rule has the opposite effect for the sponsoring employer, 

who must front this money. There is also a risk that an 

employee will quit before the employer recaptures FSA funds 

that have been used early in the year.  
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Eligible Expenses 

Generally, eligible expenses include any medical, dental, or 

vision expense that’s designed to treat an illness or injury for 

the participant or their tax dependent that’s not cosmetic or over 

the counter unless accompanied by a physician’s prescription 

(refer to IRS §213(d) and Publication 502 as reference guides) 
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Eligible Expenses 

A partial list of covered expenses includes: 
• Acupuncture 

• Dentures 

• Birth control pills 

• Chiropractic treatment 

• Contact lenses 

• Laser eye surgery 

• Lodging to obtain medical care 

• Prescription drugs (must be purchased in this country) 

• Mental health care 

• Smoking cessation treatment 

• Dental care 

• Vasectomies 

• X-rays and other diagnostic tests 

• Fertility treatment 

• Over the counter medications WITH a prescription from your physician 



87 

Are FSAs Compatible with HRAs? 

Generally, FSAs are totally compatible with an HRA 

• Plan documents for both the FSA and HRA must state which 

plan pays first for an equally eligible expense 
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Are FSAs Compatible with HSAs? 

Generally, FSAs are NOT compatible with an 

HSA unless: 

• The FSA is written as a “limited purpose 

FSA” and only covers “Permissible 

Coverage” as defined by IRS rules for HSAs 

(dental, vision, and preventative care 

expenses) 

• The FSA is written as a “stacked” FSA and 

covers medical expenses only once the 

statuary minimum deductible HSA threshold 

has been incurred 

Limited 
Purpose 

FSA 

Post 
Deductible 

FSA 
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Use It or Lose It 

FSAs are fantastic for planned and anticipated expenses but 

not for guessing at what your out of pocket expenses will be 

because of the “Use it or Lose it” rule if expense are not 

incurred by the end of the Plan year and submitted by the end 

of the run-out period (typically 90 days after Plan year ends) 

USE IT OR LOSE IT 
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Grace Period 

Notice 2005-42 allows for a Plan to include a maximum 75 day 

“grace period” to allow employees up to an additional 75 days to 

incur claims from the end of the Plan year as long as they are 

still submitted by the end of the run-out period. 

Employers offering the FSA grace period must indicate that in 

their plan document. 
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Forfeitures 

Forfeitures are funds that are not used by the employee before 

the statutory deadline. There are three options the Plan can 

choose from: 

• Back to the employer to offset administrative costs (most 

common) 

• Donated to a charity of the employers choice 

• Equally divided and distributed back to employees who 

participate in the Plan the following year as a credit against 

the new plan year’s election 

• Note: Forfeitures can NOT be paid out as cash  
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Employee Risks / Disadvantages 

• Lock-in: Irrevocable election rule. Employee elections are 

irrevocable for the plan year unless: 

– Qualified “change in status” 

– Changes to 125 elections for HSA contributions 

• Use-it-or-lose-it: Employer retains any unused funds at the 

end of the year 

• Salary reduction: May result in lower Social Security 

benefits since less money is collected through payroll due to 

the lower taxable income. 
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Employer Risks / Disadvantages 

• Employer must make available full annual Health FSA 

election and front funds if necessary to reimburse expenses 

incurred by the employee prior to employee funding. This is 

known as the “Uniform Coverage Rule”. 

• Employer is at risk if employee terminates prior to fully 

funding FSA account for funds that were distributed from the 

plan as reimbursements. 

• The employer is responsible for plan compliance: plan 

documents, HIPAA privacy, non-discrimination testing, etc. 

• Most employers outsource their compliance requirements to 

a third party administrator (TPA), which charges set up and 

monthly administrative fees. 
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Dependent Care Account 

• Allows for dependent care expenses for children under the 

age of 13 or dependent adults while the taxpayer is working 

or looking for work or attending school. 

• For dependent children, primary purpose can NOT be for 

education, so daycare, preschool, afterschool, and day camp 

expenses are generally allowed, but not cost of private 

school starting in kindergarten. 

• Annual maximum is set by Federal government and is limited 

to $5,000 (and is independent of FSA limits) 

• Unlike medical FSA, only employee contributions posted into 

account ONCE the ENTIRE expense has been incurred are 

eligible for reimbursement – given this rule, debit cards 

are generally not a good idea with DECAP accounts. 
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Discrimination Testing 

• Cafeteria plans may not discriminate in 

favor of HCEs with regard to Eligibility 

or Benefits. 

• Basic testing requires that non-taxable 

benefits provided to key employees 

participating in the plan may not exceed 

25% of non-taxable benefits provided to 

all participants.   

• If the plan fails non-discrimination tests, 

amounts salary reduced for HCEs or 

Key Employees are included in gross 

income. 



96 

Debit Cards 

• Health debit cards have been available for over a decade. 

• IRS was concerned that cards were used 

    to purchase ineligible items. 

• So, IRS Revenue Ruling 2003-43 requires 

    every transaction on an FSA debit card 

    must be either substantiated or recouped 

    from the employee. 

• This is a particular concern with vendors like grocers who 

carry many types of items 
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Copay Matching 

• The most common method of auto-adjudication is known as 

"co-pay matching". (Disadvantage: multiple scripts may 

appear as one combined charge.) 

• If the charge is exactly equal to between one and five of 

those copayment amounts, it may be auto-adjudicated and 

approved without receipts.  

• Only the employee’s plan is eligible for co-payment 

matching. 
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IIAS 

• On January 1st 2007, the first phase of the Inventory 

Information Approval System (IIAS) went into effect requiring 

certain merchant categories to install software that would 

transmit coded data and only allow §213(d) eligible expenses 

through at point of sale. 

• On July 1st 2008, the second phase went into effect requiring 

additional merchants that must have the IIAS coding. 
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Exempt from IIAS 

Physicians, optometrists, dentists, hospitals and merchants 

whose FSA eligible sales account for a minimum of 90% of their 

business are all exempt from participating in the IIAS system 

but not exempt from substantiation requirements. 
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Unsubstantiated Charges 

• If the charge is not substantiated by auto-adjudication or 

receipts, the FSA provider must recoup the charge and 

suspend the card until it is recouped.  

• If all else fails, the employer should add the amount of the 

charge to the employee's W-2 as taxable income. 
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Health Reimbursement 

Arrangements 

IRC Section 105 
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HRA Basics 

• A Health Reimbursement Arrangement is authorized under 

IRS Code Section 105. The employer can reimburse certain 

medical expenses to the employee after they occur. 

• An HRA allows an employer to buy less insurance but deliver 

the same quality benefits. 

• Expenses reimbursed by the employer through an HRA are 

not taxable for income or payroll tax purposes to the 

employee. 

• Employees may not add their own money to the account. 
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Very Flexible 
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Plan Design – Employer Decision 

• Employer decides what expenses 

will be covered, according to IRS 

guidelines. 

• Employer decides who will be 

eligible, according to IRS 

guidelines. 

• Employer decides how the account 

will be funded.  
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Cans and Cannots 

HRAs Can:  

Stand alone 

Be coupled with a High Deductible Health Plan (no copays), 

but this is not a requirement 

Have benefits tied to the deductible, copays, or services 

covered by the health plan 

Be made available for any IRC Section 213(d) expense 

HRAs Cannot: 

 Permit employee contributions 

 Permit cash-out options 

 Permit reimbursement for other than 213(d) eligible 

 expenses (substantiation rules apply) 
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Eligible Individuals 

IRS guidelines allow reimbursement of expenses incurred by: 

• A spouse 

• A dependent child 

• A qualifying relative who lives at the same principal place of residence as you and 

receives half of financial support from you. 

• Children who will not turn age 27 before the end of the calendar year,  even if no 

longer a dependent and/or married (change included in new health reform law) 

• Cannot include expenses  a domestic partner unless the partner meets definition 

of qualifying relative. 

Recent guidance from the Treasury Department says that dependents can 

only be reimbursed through a Health Reimbursement Arrangement if they 

are enrolled in employer-sponsored group health insurance, but that group 

coverage doesn’t necessarily need to be through the same employer. 
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HRA Options 

• Some employers allow qualified expenses from any of your 

qualified dependents. 

• Other employers allow qualified expenses to be reimbursed 

only by employees and dependents who are covered by the 

underlying health plan, if any (good option of spouse has 

HSA-qualified plan through his/her employer). 

• Some employers require funds to be used by the end of the 

year. 

• Other employers allow unused funds to accumulate and roll 

over to the next year. 
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Special Types of HRAs 

• Most HRAs are not allowed to be used with 

Health Savings Accounts 

• One exception is a “limited purpose” HRA, 

which reimburses only vision, dental, and 

preventive care expenses 

• Another exception is a “post-deductible” 

HRA that reimburses expenses only after 

an amount equal to the minimum statutory 

HSA deductible has been incurred 

• “Limited purpose” and “post-deductible” 

HRAs may be combined and offered as one 

plan 

 

Limited 
Purpose 

HRA 

Post 
Deductible 

HRA 
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HRA Distributions 

• The employer sets up the mechanism for distributions from 

the account. 

• Employers are not required to actually fund the accounts until 

a claim is presented – a very important cash flow benefit. 

• Employers indicate in their plan document whether an 

employee’s FSA or the HRA will pay first.  Failure to note it in 

the document means the HRA will pay first. 



110 

Example – $2,500 Deductible Plan 

$500 HRA 

$500 HRA 

$500 HRA 

$2,000 EE 

Responsibility 

$1,000 EE 

Responsibility 

$1,000 EE 

Responsibility 

$2,000 EE 

Responsibility 

(could use this 

option with an HSA-

compatible plan) 
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Employee 

Responsibility 

($500) 

 

Employee 

Responsibility 

($500) 

 

Employer 

Pays 

Difference 

Between 

Old & New 

Deductible 

Insurance 

Pays 

80% Coinsurance, 

$3,000 Max Insurance 

Pays 

90% Coinsurance, 

$1,500 Max 
Current 

$500 

Deductible 

New 

$1,000 

Deductible 

$500 ER 

Exposure 

Example: Deductible Offset HRA 
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Budget: $31,389 per month 

 $377,873 per year 

$377,873 per year 

to the insurance company 

Insurance company processes 

and pays claims of employees 

Ins. company keeps all excess 

above claims & admin costs 

Rate increases are a percentage 

of total annual premium paid 

No savings opportunity for 

employer 

Budget: $31,389 per month 

 $377,873 per year 

$323,775 goes to 

ins. company for 

$1,000 deductible 

Insurance pays 

claims above 

$1,000 deductible 

Ins. company 

keeps excess 

above claims & 

admin costs 

$54,098 available 

for HRA Plan 

Reimbursements 

Plan pays HRA 

claims & admin. 

costs 

Employer keeps 

excess above 

claims & admin 

costs 

$500 Deductible, 90% to $1,500 

Total OOP $2,000 

$15 OV Copay, $10/25/40 Rx 

$1,000 Deductible, 80% to $3,000 

Total OOP $3,500 

$30 OV Copay, $15/30/45 Rx 

Employer keeps savings of: 

$54,098 

$15,159 

$38,939 

70 Employee Group, $500 HRA 
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Integration Rules 

• Technical Guidance September 13, 2013 
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HSA 101 
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What is an HSA? 
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Two Parts 

Health 

Plan 

Savings 

Account 



117 

High 

Deductible 

Health Plan 

Health 

Savings 

Account 

Two Parts 
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Health 

Savings 

Account 

2013 Contribution Limits 

• Single:    $3,250 

• Family:   $6,450  

• Ages 55+: $1,000 catch-up 

 

2014 Contribution Limits 

• Single:    $3,300 

• Family:   $6,550  

• Ages 55+: $1,000 catch-up 

 

Health Savings Account 
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How is a High Deductible Health Plan different from a 

regular PPO plan? 
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High 

Deductible 

Health Plan 

Minimum Deductible / OOP 

• $1,250 Single 

• $2,500 Family 

 

Maximum Deductible / OOP 

• $6,350 Single 

• $12,700 Family 

 
Note: Limits on deductibles and out-of-pocket expenses 

apply only to “in-network” providers 

 

HSA Qualified 

HSA Qualified Health Plan 
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No Copays Before Deductible 



122 

Provider Discounts 
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All In-Network Services Count 

Deductible Coinsurance 

“OOP 

Max” 

No Credit for Doctor Visits, Prescriptions, or other services covered by a Copay 

Traditional PPO Plan 

HSA-Qualified Plan 

OV, Rx, Deductible, Copays, and 

Coinsurance ALL COUNT 

OOP 

Max 
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Preventive Care Covered Up-Front 



125 

What type of 

expenses can 

you use an 

HSA for? 
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All 

Eligible Expenses 

Plan Expenses + Additional Services 
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Other Eligible Expenses 

Dental Vision 

Hearing Chiropractic 
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Partial List of Eligible Expenses 

• Acupuncture 

• Alcoholism treatment 

• Ambulance services 

• Artificial limb or prosthesis 

• Artificial teeth 

• Birth control pills 

• Braille books/magazines (portion of costs) 

• Car adaptations (for a person with a disability) 

• Chiropractors 

• Christian science practitioners 

• Contact lenses (including saline solution & cleaner) 

• Crutches 

• Dental treatment (x-rays, fillings, extractions, 

dentures, braces, etc.) 

• Diagnostic devices (such as a blood sugar test kit) 

• Doctor’s fees 

• Drug addiction treatment 

• Eyeglasses (including eye examinations) 

• Eye surgery (including laser eye surgery) 

• Fertility enhancement (including in-vitro 

fertilization) 

• Guide dog (for visually-impaired or hearing-

impaired) 

• Hearing aids and hearing aid batteries 

• Hospital services (including meals and lodging) 

• Insulin 

• Laboratory fees 

• Lactation assistance supplies 

• Prescription medicines or drugs 

• Nursing home 

• Nursing services 

• Operations or surgery 

• Psychiatric care 

• Psychologist 

• Telephone equipment for hearing-impaired 

• Telephone equipment for visually-impaired 

• Therapy or counseling 

• Transplants 

• Transportation for medical care 

• Vasectomy 

• Wheelchair 

• X-rays 
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So is this like a Flexible Spending Account? 
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Certain Insurance Premiums 
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More Flexible than an FSA 
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Any Frequency Until Filing Deadline 

Contributions may be made with 

any frequency the account holder 

desires in equal installments or in 

one lump sum as late as April 15th 

of the following year. 
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Even After the Claim is Incurred 

No need to be a fortune-

teller. You just need to make 

sure your account is 

established. 
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NOT Use it or Lose it 

USE IT OR KEEP IT 
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Funds Roll Over 
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And Over 

Accounts grow over time as unused funds roll over from year to 

year and earn tax-free interest and/or investment income. 
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Employee Owns Account Permanently 



138 

Portable 
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Use Now or Use Later 

Two Options: 

1. HSA funds can be used at the 

point of service to pay for 

eligible expenses 

2. An HSA account holder can pay 

for eligible expenses out of her 

pocket and reimburse herself 

with tax-free dollars at a later 

time – even in future years. 
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Save on Taxes, Budget for Future 
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Triple Tax Benefit 

1. Contributions are tax deductible 

2. Earnings are tax free 

3. Withdrawals for qualified medical 

expenses are tax free 
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Oh! Oh! But aren’t HSAs being 

eliminated by the Health 

Reform Legislation? 



143 

Aren’t HSAs Going Away? 
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HSAs Will Stick Around 

According to the NAIC, the minimum level of coverage required 

to meet the individual mandate was specifically designed to 

allow for the purchase of  an HSA qualified health plan. 

 

Source:  National Association of Insurance Commissioners 
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Minimum Essential Coverage 

• By 2014, there will be a four types of coverage packages of 
varying actuarial values. 

• The “bronze level” plan is the minimum essential coverage 
level required to avoid a penalty. 
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More Evidence 
HSA-Qualified Plans Will Meet the “Bronze Level” Standard 

Beginning in  
2014, OOP limits 

will be tied  
to the HDHP  
OOP limit. 

In Massachusetts, 
the lowest-priced 
bronze-level plan 

is HSA-
compatible. 

The federal  
Pre-Existing 

Condition  
Insurance Plan is  

HSA-compatible. 
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HSAs Won’t Leapfrog Copay Plans 



148 

HSAs Will Be the Bronze Level Plan 
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Cadillac Tax 

• Beginning in 2018, “high valued” health plans will be taxed at 

a rate of 40%.  

• Based on current trends, most non-HSA plans are likely to be 

subject to the Cadillac tax 
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Health Benefits Unaffordable 
Premiums Outpacing Growth in Workers’ Earnings 

Source:  16th Annual Towers Watson / National Business Group on Health Employer Survey on Value in Health Care, 2011. 
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$15,073* 

$13,770* 

$13,375* 

$12,680* 

$12,106* 

$11,480* 

$10,880* 

$9,950* 

$9,068* 

$8,003* 

$7,061* 

$6,438* 

$5,791 

$5,429* 

$5,049* 

$4,824 

$4,704* 

$4,479* 

$4,242* 

$4,024* 

$3,695* 

$3,383* 

$3,083* 

$2,689* 

$2,471* 

$2,196 

$0 $2,000 $4,000 $6,000 $8,000 $10,000 $12,000 $14,000 $16,000 

2011 

2010 

2009 

2008 

2007 

2006 

2005 

2004 

2003 

2002 

2001 

2000 

1999 Single Coverage 

Family Coverage  

Source:  Kaiser/HRET Survey of Employer-Sponsored Health Benefits, 1999-2011. 

Average Annual Premiums 
Single: Over $5k, Family: Over $15k 
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The Evidence: Cadillac Tax 
Traditional Plans May Be Subject to Cadillac Tax 

 Year Single Family 

2011 $5,429 $15,073 

2012 $5,972 $16,580 

2013 $6,569 $18,238 

2014 $7,226 $20,062 

2015 $7,949 $22,068 

2016 $8,743 $24,275 

2017 $9,618 $26,703 

2018 $10,580 $29,373 

Cadillac Tax Threshold:  $10,200 $27,500 

Assumes 10% annual renewal increase. 2011 rates based on KFF/HRET survey. 
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Coverage That’s “Just Right” 
HSA-Qualified Plans Help Avoid Taxes & Penalties 

HSA-Qualified Plans:  
meet minimum essential 

coverage requirements while 

avoiding Cadillac tax 

Too Expensive:  

Cadillac Tax 

Too Weak:  

Penalties 
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HSAs Continue to Grow 



155 

I wonder if I should go 

with the HSA option… 
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Three Types of Consumers 

Low 
Utilizer 

High 
Utilizer 

Medium 

Utilizer 

Rarely use benefits. 

HSA allows them to 

save money or use 

money for other 

expenses rather than 

sending it to the 

insurance company. 

Because all expenses 

apply to deductible 

and OOP, often end 

up spending less over 

the course of the year 

than on a traditional 

plan. 

Not always clear, but 

after factoring in 

premium and tax 

savings, medium 

utilizers often benefit 

from selecting an 

HSA qualified plan. 
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Plan Design 

$3,000 Deductible 

100% coverage after deduct. 

Dr: $30 

Rx: $10 / $40 / $60 

 

Monthly:  $347 

Yearly:  $4,164 

$3,000 Deductible 

100% coverage after deduct. 

Dr: Negotiated rate / deductible 

Rx: Negotiated rate / deductible 

 

Monthly:  $297 

Yearly:  $3,564 

PPO COPAY PLAN HSA COMPATIBLE PLAN 

$600 per year 
(deposit in HSA) 
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Medium Utilizer 

Annual physical:  $0 Annual physical:  $0 

PPO COPAY PLAN HSA COMPATIBLE PLAN 
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Medium Utilizer 

Annual physical:  $0 

 

2 sick visits:  $60 

 

Annual physical:  $0 

 

2 sick visits:  ??? 

PPO COPAY PLAN HSA COMPATIBLE PLAN 
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Price Transparency Tools 

Office Visit, Established Patient, Level 2 (zip code 32807) 
Minor problem requiring a limited exam and treatment – approximately 10 minutes with the doctor 

$70 
 

  

Office Visit, Established Patient, Level 3 (zip code 32807) 
Moderate problem requiring counseling and treatment, may require coordination of care with other providers 

– approximately 15 minutes with the doctor 

$113 
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Medium Utilizer 

Annual physical:  $0 

 

2 sick visits:  $60 

 

Annual physical:  $0 

 

2 sick visits:  $226 

PPO COPAY PLAN HSA COMPATIBLE PLAN 
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Medium Utilizer 

Annual physical: $0 

 

2 sick visits:  $60 

 

Synthroid ($10) $120 

 

Lipitor ($60)  $720 

 

 

Annual physical: $0 

 

2 sick visits:  $226 

 

Synthroid  

 

Lipitor   

PPO COPAY PLAN HSA COMPATIBLE PLAN 

? 
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$26.09 $20.35 

$20.35 

$20.74 

$22.83 

$20.79 

$18.24 

Retail Discount Card Insurance 

Synthroid (100 MCG) 
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Rx Alternatives 

1. Switch to a Generic 

Levothyroxine Sodium 
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Rx Alternatives 

1. Switch to a Generic 

2. Discount Generic Programs ($4-5) 
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Medium Utilizer 

Annual physical:        $0 

 

2 sick visits:       $60 

 

Synthroid ($10)    $120 

 

Lipitor ($60)     $720 

 

Total      $900 

Annual physical:        $0 

 

2 sick visits:     $226 

 

Synthroid ($18)    $216 

 

Lipitor ($89)   $1,068 

 

Total   $1,510 

PPO COPAY PLAN HSA COMPATIBLE PLAN 
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Medium Utilizer 

Total:          $900 

   

   

   

 

Total (after tax):       $900 

Total:       $1,510 

- HSA:          $600 

 

 

Total:         $910 

PPO COPAY PLAN HSA COMPATIBLE PLAN 
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Medium Utilizer 

Total:          $900 

   

   

   

 

Total (after tax):    $900 

 

 

Remaining Risk:    $3,000 

    + add’l copays 
 

Total:       $1,510 

- HSA:         $600 

- Tax Savings (25%)    $378 

   

Total:            $532 

Savings vs. Copay:    $368 

Remaining Risk:    $1,490 

 

PPO COPAY PLAN HSA COMPATIBLE PLAN 
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Plan Design Rules 



170 

What’s the difference between 

an aggregate and embedded 

deductible? 
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Deductibles 

 

Embedded = Individual  

(plan will have a family limit) 

 

Aggregate = Family  

(single deductible for the entire family) 
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HDHP Deductible & OOP Limits 

Minimum Deductible and Out of Pocket: 

•  Single Coverage: $1,250 

•  Family Coverage: $2,500 

 

Maximum Deductible and Out of Pocket: 

•  Single Coverage: $6,350 

•  Family Coverage: $12,700 

 

Note: Limits on deductibles and out-of-pocket expenses apply 

only to “in-network” providers 

Minimum Individual 

Deductible on an 

Embedded Family Plan 
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What happens if I have a $1,200 

deductible and they raise the 

minimum HDHP deductible 

halfway through the plan  year? 
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Adjusted for Inflation 

• Example: Policy with $1,200 aggregate deductible meets 

requirements for HSA-qualified policies in 2012 with an 

effective date of July 1, 2012.   

• Minimum deductible increases to $1,250 January 1, 2013. 

• Policy remains HSA-qualified through June 30, 2013.  

• When policy renews effective July 1, 2013, it must be modified 

to meet 2013 requirements (such as new deductible and out-

of-pocket requirements). 
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Eligibility Rules 



176 

I’m really 

interested in 

the investment 

options. Can I 

set up an 

HSA? 
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Unfortunately, NO. 

There are 4 requirements to be an 

HSA-eligible individual (someone who 

is eligible to contribute to an HSA). 
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1) Must Be an Adult 
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2) Cannot Be Claimed as a Dependent 
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High  

Deductible 

Health Plan 

HSA Qualified 

3) Must Have an HSA Qualified Plan 



181 

4) Must Not Have Other Coverage 

Medicare A or B 

V.A. (last 90 days) 

Access to FSA 

or HRA funds 

Other Insurance 

Coverage 

Medicaid 
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What do you mean when you 

say “access to” FSA funds? I 

have an HSA-qualified plan but 

my husband has an FSA 

through his work. Is that ok? 
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FSAs and HRAs are “Other Coverage” 

• FSAs and HRAs require a plan document. The default 

language in most plan documents (and the default rule 

unless there is language to the contrary) is that FSA or HRA 

funds can be used for the eligible expenses of the 

employee’s spouse or dependent children whether or not 

they are covered on the health plan. 

• Access to these funds prior to the minimum HDHP deductible 

is considered “other coverage” and would make the spouse 

ineligible to set up or contribute to an HSA. 

• Some employers ask their TPA to give employees the choice 

– check a box on the FSA form stating whether or not they 

want to be able to use these funds for their family members 

who are not covered on the health plan. 
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So can an FSA or HRA ever 

work with an HSA? 
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Special Types of FSAs & HRAs 

• Most FSAs & HRAs are not allowed to be 

used with Health Savings Accounts 

• One exception is a “limited purpose” FSA, 

which reimburses only vision, dental, and 

preventive care expenses 

• Another exception is a “post-deductible” 

HRA that reimburses expenses only after an 

amount equal to the minimum statutory HSA 

deductible has been incurred 

• “Limited purpose” and “post-deductible” 

FSAs & HRAs may be combined and offered 

as one plan 

 

Limited 
Purpose 

FSA 

Post 
Deductible 

HRA 
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What counts as 

“other insurance”?  

I have a hospital 

indemnity plan – 

will that disqualify 

me? 
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Permitted Insurance Coverage 

Certain types of coverage will not jeopardize eligibility: 

• Auto 

• Accident 

• Dental 

• Vision 

• Specified Disease Coverage 

• Hospital indemnity if it pays a fixed cost per day, per admission, or 

other period 

• Long Term Care 

• Disability 

• Wellness programs offered by an employer, if they do not pay for significant 

medical benefits 

• Worksite employee assistance programs, if they do not pay for  

    significant medical benefits 
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I’m between jobs right now – 

am I still eligible to contribute to 

an HSA? 

http://www.tvfanatic.com/gallery/jerry-seinfeld-picture/
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No Income Requirements 

• There are no income limits that 

affect HSA eligibility. However, if 

you do not file a federal income tax 

return, you may not receive all the 

tax benefits HSAs offer. 

• You do not have to have earned 

income from employment (a job) to 

have an HSA – in other words, the 

money can be from your own 

personal savings, income from 

dividends, unemployment or 

welfare benefits, etc. 
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I’m covered by my 

wife’s insurance plan, 

but I prefer to keep our 

finances separate. Can 

I set up my own HSA? 
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Account Holder vs. Policy Holder 
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Married Couples – 1 or 2 Accounts 

• For married couples, the family can open one or two HSA 

accounts, if both spouses are eligible.  

• The total contribution to the two accounts cannot exceed the 

maximum allowed for the year, including pro-rated amounts. 

• As with IRAs, joint accounts are not permitted – an HSA must 

be in one person’s name.  

• Each spouse should consider establishing an account in their 

own name. This allows both spouses make catch-up 

contributions when each spouse is 55 or older.  

• There is no requirement, however, to open separate accounts. 
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I’m starting a new job next week, 

and my health coverage is effective 

on my date of hire. Can I set up my 

HSA right away? 
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Eligibility Determined by Eff. Date 

Eligibility is determined by the 

effective date of the  

HSA-qualified insurance 

coverage. 
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Eligibility Determined by Eff. Date 

If the individual is eligible on the first day of the month, the 

individual can open his or her HSA on any day of the month. 
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Eligibility Determined by Eff. Date 

If the effective date is on any day other than the first day of the 

month (for example, a 15th of the month eff. date), the individual 

is not eligible to contribute to an HSA until the following month. 

6/1 
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Contribution Rules 
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How do I 

determine my 

maximum 

contribution 

amount? 
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Contributions: Coverage Type 

single family 

$3,300 per year $6,550 per year 

Both of these amounts are adjusted annually for inflation. 
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Contributions: Age 

age 55+ 

$1,000 annual catch-up contribution 

Not adjusted for inflation 

55+ 
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Anyone Can Contribute 

• Individual Account Holders 

• Employers 

• Family Members 

 

• For example, parents may want to help their children that 
have recently graduated from college and are now on their 
own to fund their HSA accounts, assuming they are no longer 
being claimed as dependents on a parent’s tax return.  

• In this case, the son or daughter receives the tax deduction 
on their income taxes.  
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Contributions: Coverage Type 

single family 

$3,300 per year $6,550 per year 

The total contributions made by all parties is limited for each 

person on an annual basis. 
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I’m covering my entire family on my 

HDHP, but my wife has non-HSA 

coverage through her work. How does 

that affect my contribution amount?  
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Spouse’s Other Coverage 

• Does not impact your HSA eligibility 

UNLESS your spouse has an FSA or HRA that could be 

used to pay your expenses prior to your deductible 

• Does not impact your contribution limit 

If you are covering yourself and your spouse on a family 

HDHP, you can contribute the full family maximum to your 

HSA even if your spouse has other coverage that makes him 

or her ineligible to contribute to an HSA. 

. 

 

Husband has 

family HDHP 

through his work 

covering him & 

his wife 

Wife has PPO 

copay plan 

through her work 

covering just 

herself 

Wife is ineligible, 

Husband can 

contribute 

$6,550 to an 

HSA in his name 
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Dependent Child’s Other Coverage 

• Does not impact your HSA eligibility 

even if your children also have other coverage that is not 

HSA-qualified 

• Does not impact your contribution limit 

If you are covering yourself and your children on a family 

HDHP, you can contribute the full family maximum to your 

HSA even if your children have other coverage. 

• Minor dependent children are never eligible to have their own 

HSA so their coverage is not relevant to their parents’ 

eligibility. 
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What if my parents can’t afford to 

cover me on their health plan? 
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Spouse and Children’s Expenses 

• Expenses for your spouse and tax dependent children are 

qualified HSA expenses even if they’re not eligible or not 

covered on your High Deductible Health Plan. 
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I’m 66 and covered by Medicare, but I’m still on my 

company’s group HDHP because my wife is only 61 and 

won’t qualify for an individual plan due to some medical 

conditions. Can we set up an HSA? 
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Employee with Medicare 

• Cannot set up or contribute to an HSA 

and cannot take any employer 

contributions 

• Wife, if covered under the HDHP, may 

be eligible to set up an HSA and 

contribute the full family amount of 

$6,550 + $1,000 catch-up contribution 

• Wife can use her HSA funds to pay for 

her husband’s eligible expenses 

(except Medicare Part B & D 

premiums), even though he’s not an 

HSA-eligible individual 
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We have a slacker 25-year-old kid who won’t buy his own 

health insurance, so we’re covering him on our plan. Can we 

pay his expenses with our HSA money? 
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Adult Children – Age 26 Rule 

• Children who will not have reached age 26 

by the end of the calendar year can be 

covered on their parents’ health plan even if: 

•  Not a full-time student 

•  Not living at home 

•  Not a tax dependent 

•  Married 

• If the child is not a tax dependent, the 

parents cannot use their HSA money to pay 

for the adult child’s expenses. 

• However, the adult child is an eligible 

individual with family HDHP coverage, so he 

can set up his own HSA and contribute the 

family amount.  

• His parents can still contribute the family 

amount to their HSA.  
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Domestic Partners 

• Domestic partners may be covered by one 

HSA-qualified family policy, but they would 

not be eligible for reimbursement out of 

each other’s accounts unless they meet the 

IRS definition of a “qualifying relative”. 
 

• In most cases, it is preferable for domestic 

partners to have separate HSA accounts to 

avoid a problem with reimbursement  
 

• The good news: if the domestic partner 

does not meet the definition of a “qualifying 

relative”, each spouse can set up his or her 

own account and contribute the full family 

amount since they have family HDHP 

coverage. 
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Is it possible to roll over money from 

another tax-advantaged account to 

an HSA? 
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Archer MSA 

• You may roll funds from an Archer MSA into an HSA. 

• This must be done within 60 days of withdrawing the funds 

from the Archer MSA. 
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IRA 

• Permitted once per lifetime 

• Called “qualified HSA funding distribution” 
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IRA Rollover Rules 

• IRA penalties and income tax penalty for early withdrawal waived 

• Maximum rollover equals the annual contribution limit for an HSA including 

catch-up contributions. 

• Applies toward the calendar-year maximum contribution amount 

• Amount that can be contributed depends on coverage type during month of 

contribution and age at end of tax year 

• A second contribution is allowed if the individual changes from single to family 

coverage later in the year 

• Amount contributed to the HSA from the IRA is not deductible 

• Individual must own the IRA – can’t deposit to someone else’s HSA 

• Can be rolled over from traditional IRAs, Roth IRAs, and SEP and SIMPLE 

IRAs that are not ongoing 

• Funds can’t be rolled over from ongoing SEP or SIMPLE IRAs, 401(k), or 

403(b) accounts, or other retirement programs 

• Rollover must be a direct transfer and be completed by December 31. 
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IRA Rollover Testing Period 

• Rollovers are subject to a “testing period” ending on the last day of the 12th 

month following the month of the rollover. 

• Individual must maintain HSA eligibility during that time. 

• Failure to meet the testing period results in the amount of the rollover being 

taxed as income plus a 10% penalty. 

• The testing period for IRA rollovers is separate from the “full contribution” 

(coverage by December 1) testing period. 

• It is possible that a person would meet the IRA testing period but not the full 

contribution testing period. 

• Any penalties for failure to meet either testing period apply only to the 

contributions impacted by that particular test. 

• For example, if a person fails to meet the IRA testing period, only the IRA 

rollover is subject to penalty. 
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What if I only have an 

HSA qualified plan for 

part of the year? 
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Eligible for Entire Calendar Year 

If an individual is eligible for the entire calendar year, January – 

December, then he or she may contribute the full contribution 

maximum depending on his or her age and coverage type. 
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CATCH-UP CONTRIBUTION 

In the year a person turns age 55, they are eligible to make the 

full catch-up contribution regardless of when their birthday falls 

during the year, if they have qualified coverage for the whole 

year.  
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Eligibility Ends Before December 1st 

• If someone loses or drops coverage before the last month of 

the tax year (December 1st for most people), they will be able 

to make a pro-rata contribution based on the actual months of 

coverage. 

• Contributions must be pro-rated based on the number of 

months of coverage. 

• Excess contributions and earnings on those contributions 

must be reported as taxable income and are subject to a 6% 

penalty for every year they remain in the account. 

• Excess contributions can be withdrawn prior to the tax filing 

deadline (April 15) with no penalty.  
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• If the individual is eligible on the first day of the last month of 

the tax year (December 1 for most people): 

• Under the “last-month” rule, the full contribution will be 

allowed. 

• The individual is treated as having the level of coverage in 

effect on December 1 for the entire year. 

• For example, if the individual has family coverage on 

December 1, he or she may contribute up to the maximum for 

family coverage even if he or she switched from self-only 

coverage to family coverage during the year or didn’t become 

eligible until later in the year. 

• This contribution will be subject to a “testing period” of  

   the next calendar year. 

Eligible on December 1st 
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Last Month Rule Testing Period 

• For people who contribute more than a pro-rata amount to their HSA using the 
last-month rule, a testing period applies that requires the individual to maintain 
HSA-qualified coverage through the end of the following calendar year. 

• To meet the test, it is only necessary to maintain HSA-qualified coverage, and 
coverage may be either self-only or family coverage.  

• Failure to meet the testing period will mean that a portion of the amount 
contributed must be included in the individual’s gross income and subject to a 
10% excise tax for the year the testing period is failed. 

• Amount that is taxable and subject to penalty is computed by subtracting the 
maximum allowable under pro-rata method from amount actually contributed. 
10% of this amount is added as a penalty. 

• Penalties apply regardless of age, except for death and disability. 

• Employers and HSA account trustees and custodians are not responsible for 
reporting whether an individual remains eligible during the testing period. 

• Taxable amounts do not need to be withdrawn from the HSA and will not 
prevent the 10% penalty. 
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I’m considering an HSA for my 

small business. What rules do I 

need to be aware of? 
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Employer Contributions 

• Employers may make contributions to their employees’ health 

savings accounts.  

• Contributions are deductible as a business expense and are 

tax-free to the employee 

• Contributions by employers for employees’ health savings 

accounts are treated like other employer contributions to 

health coverage – they are not counted as “wages” when 

determining income and payroll taxes. 
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Employee Contributions 

• Employees can deposit their 

own funds through payroll 

deduction to supplement the 

employer’s contribution, up to 

the annual limit, including 

catch-up contributions 

• Making contributions through 

a Section 125 plan saves 

both income and payroll 

taxes for the employee and 

provides an immediate tax 

benefit. 
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Employer Decides Frequency 

• Employer contributions to an HSA do not have to be made in 

equal amounts each month. The employer can contribute in a 

lump sum or in any amounts or frequency he wishes. 

• The Employer must allow employees to change their 

contribution amount at least once a month. 
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Employer Can Choose Bank 

• The employer can choose 

the bank/custodian where 

they will make employer 

and pre-tax employee 

contributions. 

• Once the money is 

deposited in an employee’s 

account, it belongs to the 

employee.  

• The employer cannot direct 

employees as to what to do 

with the funds after that 

point. 
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Contribution Rules 

Employers must follow certain 

rules governing their 

contributions. Which rules 

apply depend on their 

situation. 
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Comparability Rules 

• One set of rules is known as the “comparability rules” 

• These rules only apply to employers who do not use  
   Section 125 plans 

• The rules require that companies make “comparable” 
   contributions to HSAs of employees in similar situations 

• Contributions must be either the same dollar amount or the same 
percentage of the deductible 

• Contributions can only vary under this rule based on self-only vs. 
family coverage, full or part-time employment, collectively 
bargained vs. non-collectively bargained, and lower compensated 
workers vs. highly compensated workers (the employer may 
deposit more for lower compensated workers) 

• Employees who do not have HSA-qualified coverage are not 
eligible and can be excluded from these rules 
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Non-Discrimination Rules 

•  The other rules apply only to employers who provide  

   benefits through Section 125 plans.  

•  These rules allow employees and the employers to  

   make tax-free contributions to their HSA accounts 

   through payroll deduction. 

• In this case, the employer is subject to the same “non-  

discrimination” rules that normally apply to Section 125 plans. 

• These rules look at whether all benefits combined (not just HSA 

contributions) favor highly compensated individuals at the expense 

of lower compensated individuals. 
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Matching Contributions are Allowed 

Employers may make 

“matching” contributions if they 

have a 125 plan in place, as the 

might with a 401(k). The non-

discrimination rules will still 

apply. Employee 
$$$ 

Employer 
$$$ 
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My company is set up as an  

S-Corp. Can I participate in the 

HSA? 
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Who Cannot Contribute Pre-Tax? 

Sole Proprietors 
Partners in a 
Partnership 

 
 

More than 2% 
Shareholders 
of an S-Corp 
(and family 

member EEs) 

Members of  
an LLC 
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Utilization Rules 
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The First Step: Setting Up the Account 

According to recent survey: 

42 to 49% 
 

of people with an HSA-qualified plan have not set up a 

Health Savings Account.  

NO TAX SAVINGS      NO BEHAVIOR CHANGE      NO TAX SAVINGS      NO BEHAVIOR CHANGE      NO TAX SAVINGS      NO BEHAVIOR CHANGE      NO TAX SAVINGS      NO BEHAVIOR CHANGE 
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What?? I just had 

a big claim but I 

haven’t set up my 

HSA yet. Can I 

not pay with pre-

tax dollars? 
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HSA Must Be “Established” First 

The HSA does not have to have much money in it when the 

claim is incurred – that can be deposited later. But the account 

must be “established” before the claim, meaning that it must be 

set up and some amount must be deposited. 
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Can I use HSA 

money for over-the-

counter drugs? 
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OTC Drugs No Longer Eligible 

As of January 1, 2011, over-the counter medications are no 

longer a qualified HSA expense. 

Exceptions:  

Insulin Over-the-counter 
medications for which the 

account holder has a 
doctor’s prescription  

Over-the-counter medical 
supplies which can be 

purchased at a drug store  
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Can you use HSA money to buy 

medical marijuana? 
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NO 

• "One cannot use the cost of marijuana because it is not legal under 

federal law," says Dean Patterson of the IRS. He points to the IRS 

manual on acceptable medical and dental deductions. On 

page 15 it reads, "You cannot include in medical expenses 

amounts you pay for controlled substances (such as marijuana, 

laetrile, etc.), in violation of federal law."  

• What about in states where it is legal? "No," is the answer from the 

American Fidelity Health Services Administration.  

• "It's not a prescription," says Pat Kusiak, assistant chief counsel at 

the California Franchise Tax Board. Kusiak cited the state's 

medical marijuana law, and, in fact, the word "prescription" is not 

used anywhere. Instead, doctors can give a "recommendation." 

"That's not legally equivalent," he tells me.  

Source: http://www.cnbc.com/id/37087121/Should_Your_HSA_Pay_for_Pot  

http://www.cnbc.com/id/37087121/Should_Your_HSA_Pay_for_Pot
http://www.cnbc.com/id/37087121/Should_Your_HSA_Pay_for_Pot
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What if I accidentally use my 

HSA money to buy non-medical 

marijuana? 
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Taxes + 20% Penalty 

HSA funds spent on ineligible expenses must 

be reported as income and are subject to a 

20% penalty (unless the account holder is 65 

or older). 

Previous expenses paid out of pocket (with 

after-tax dollars) can be used to offset the 

taxable amount. 



245 

Wait a minute!  

What if my idiot employee uses 

the money I put in his HSA to buy 

non-medical marijuana? 



246 

Substantiation Not Required 

• Substantiation of claims is 

required with an FSA or 

HRA – the employer is 

responsible for ensuring all 

dollars reimbursed are for 

eligible expenses. 

• With an HSA, the account 

holder is responsible for 

keeping track of expenses. 

• There are no recordkeeping 

requirements and no 

penalties for the employer. 

Eligible Expenses 
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We don’t have a lot of medical 

issues. Can we use our HSA 

money to go on vacation? 



248 

No Penalties After Age 65! 

• Account holders under the age of 65 who spend their HSA 

funds on ineligible expenses will owe taxes plus a 20% 

penalty on any amount withdrawn that exceeds their eligible 

expenses. 

• For example, if a total of $500 was withdrawn from an HSA 

during 2013 but the account holder only has receipts for 

eligible expenses totaling $300, the account  holder would 

report $200 as taxable income and pay a 20% penalty, or 

$40, on the excess withdrawal. 

• Once the account holder reaches age 65, the penalty goes 

away and the HSA functions much more like an IRA – any 

funds used for ineligible expenses will be taxed but not 

penalized. 
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Taxes & Penalties 



250 

I think I messed up. I withdrew $500 

from my HSA but didn’t end up 

having the procedure. Will I have to 

pay taxes and a penalty? 
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Returning Mistaken Withdrawals 

• Most administrators will allow an account holder who 

withdraws money by mistake to return the funds to the 

account. They will usually have a form to complete. 

• Funds that are returned to the account do not count toward 

the annual contribution limit, and no taxes or penalties will be 

owed. 

• This could occur when an account holder withdraws money 

for an anticipated procedure that she does not end up having 

or when a medical provider charges the retail price for a 

procedure and then owes the insured a refund after the claim 

is re-priced. 
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Is there a lot of paperwork? 
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Account Holders Keep Track of Expenses 

• Not the employer’s 

responsibility 

• Not the HSA administrator’s 

responsibility 
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Good Filing System 
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No Need to Send Receipts to IRS 



256 

Will Need Receipts if Audited 
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Copy or Scan Receipts that Fade 



258 

Electronic Shoebox 
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Recordkeeping – Summary 

• HSA account holders are responsible for keeping track of eligible 

expenses 

• It is not the employer’s responsibility nor is it the administrator’s 

responsibility 

• Substantiation of claims is not required as it is with an HRA or FSA 

• Some account holders use a shoebox or file folder to keep track of 

receipts. Others scan in receipts or use an online “shoebox” 

company.  

• Scanning or making copies of receipts is a good idea because 

receipts are often printed on paper that fades quickly. 

• The account holders do not have to send the receipts to the IRS but 

will need to produce the receipts if they are ever audited. 
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What tax forms will I be required to 

file? 
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Form 1040: Individual Tax Return  

• Line 21: Taxable HSA withdrawals or excess contributions 

• Line 25: HSA deduction for contributions outside 125 plan 

• Line 58: Additional tax (penalties) on HSAs 
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No Need to Itemize 

• HSA contributions reduce a 

person’s taxable income – 

itemizing deductions is not 

required 

• Contributions are also 

deductible from state income 

taxes (if a state has an income 

tax) in all states except 

Alabama, California, and New 

Jersey 
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Form 8889: Health Savings Accounts  
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Part 1: HSA Contributions & Deduction  
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Form W-2: Wage & Tax Statement 

Combined in box 12, code W:  

• Employer contributions  + 

• Employee contributions through 125 plan 

2011 
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IRS Notices 

IRS Notice 2004-2 01/12/04 Early HSA guidance 

IRS Notice 2004-23 04/12/04 Preventive care 

IRS Revenue Ruling 2004-45 06/01/04 Interaction between HSAs, FSAs, and HRAs 

IRS Notice 2004-50 08/16/04 Additional Q&As 

IRS Notice 2005-8 01/24/05 Partnership & S-Corporation contributions to an owner's HSA 

IRS Revenue Ruling 2005-25 04/13/05 Clarification on spousal eligibility for an HSA when the other spouse has non-

qualifying family coverage 

IRS Notice 2005-86 12/05/05 HSA eligibility during a cafeteria plan grace period 

IRS Notice 2007-22 03/05/07 Rollovers of FSAs and HRAs to HSAs 

IRS Final Regulations 04/17/08 Employer comparable contributions to HSAs 

IRS Notice 2008-51 06/23/08 IRA to HSA direct transfer rules 

IRS Notice 2008-52 06/23/08 Testing period rules 

IRS Notice 2008-59 07/21/08 General HSA guidance 

IRS Notice 2010-59 09/27/10 Change to the definition of medical expenses at it pertains to over-the-counter 

medication 
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No Double-Dipping 

If an employee deposits funds this way, they are not permitted 

to also deduct the amount of their deposits on their tax return. 
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Form 5498-SA: HSA Contributions 

• Sent by HSA administrator in May 

• Shows total contributions to HSA between January 1 

  and tax filing deadline (usually April 15th) 
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Part 2: HSA Distributions  
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Form 1099-SA: HSA Distributions  

• Sent by HSA administrator in late January / early February 

• Shows total distributions from Health Savings Account 
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Part 3: Failure to Maintain Coverage 
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Form 5329: Additional Taxes  
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A Few More Questions… 
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Can you explain how the 

investments work (just in case)? 
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Investment Options Vary 

• Most HSA administrators will allow account holders to invest 

a portion of their HSA funds once they reach a specified 

balance in their account.  

• The investment threshold will vary by HSA custodian, and 

some administrators may charge for this option. 

• HSA funds can be invested in stocks, bonds, and mutual 

funds but not life insurance contracts. 
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My employer is thinking of 

switching back to a traditional 

PPO plan – am I going to lose 

all my HSA money? 
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The HSA is Yours to Keep 

• HSA funds belong to the account holder. 

• If the account holder becomes ineligible – either because he 

loses his job or because the employer switches to a non-

HSA-qualified plan – the account holder can continue to 

spend the funds in his HSA.  

• He just can’t contribute again until he has a qualified plan and 

is once again an HSA eligible individual. 
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I’m trying desperately to spend my 

children’s inheritance, but what 

happens if there’s some money left in 

my HSA when I’m gone? 
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HSA Beneficiaries 

• If the spouse is the beneficiary, he or she inherits it as an 

HSA and can continue to use the funds for qualified medical 

expenses. 

• If anyone else is the beneficiary, the HSA will be cashed out, 

the government will keep it’s share (since the funds were 

never taxed), and the beneficiary will receive the remaining 

amount as cash (not as an HSA). 
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Time for a Quiz!! 
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Question 1 

• Who is HSA-eligible? 

Answer: Both 

• If only the husband sets up an HSA, how much can he 

contribute? 

Answer: $3,300 

Husband has self-only HSA-

qualified coverage. 

Wife has self-only HSA-

qualified coverage. 
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Question 2 

• Who is HSA-eligible? 

Answer: The Husband 

• How much can the husband contribute? 

Answer: $6,550 

Husband has family HSA-

qualified family coverage. 

He and his wife are both on 

the plan. 

Wife also has self-only non-

HSA-qualified coverage. 
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Question 3 

• If only the husband sets up an HSA, how much can he 

contribute? 

Answer: $6,550 

• If only the wife sets up an HSA, how much can she 

contribute? 

Answer: $6,550 

Husband is covering himself 

and his child on an HSA-

qualified plan. 

Wife is covering herself only 

on an HSA-qualified plan. 
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Question 4 

• If only the wife sets up an HSA, how much can she 

contribute? 

Answer: $6,550 

• If they both set up an HSA, how much can each 

contribute? 

Answer: $6,550, to be divided however they choose 

Husband has HSA-qualified 

family coverage. 

Wife has HSA-qualified 

family coverage. 
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Question 5 

• How much can the husband contribute to an HSA? 

Answer: $0: he is ineligible because of the other coverage 

Husband has self-only HSA-

qualified coverage. 

Wife has non-HSA-qualified 

family coverage – she, her 

husband, and her kids are 

on the plan. 
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Question 6 

• How much can the husband contribute to an HSA? 

Answer: $0: he is ineligible because he has Medicare 

• How much can the wife contribute to an HSA? 

Answer: $7,550: the full family amount + the $1,000 catch-up 

contribution. She cannot, however, make pre-tax 

deposits or accept any employer contributions. 

Husband has HSA-qualified 

family coverage through his 

employer. He is also 

enrolled in Medicare. 

Wife, age 62, is retired and 

is covered on her husband’s 

plan. 
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Question 7 

• Who is eligible to contribute to an HSA? 

Answer: The Husband 

• How much can the husband contribute? 

Answer: $3,300. He can contribute the full IRS maximum, but 

he must stay eligible through 12/31/2015 or pay taxes  

plus a 10% penalty on $1,650. 

Husband has self-only HSA-

qualified coverage through 

his employer effective 

7/1/2014. 

Wife has self-only non-HSA-

qualified coverage through 

her employer. 
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Questions? 
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Wellness Programs 
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Constraining Medical Costs  

How Much Can Private Insurance Costs 

 Be Affected? 

Behavior 

15% 

Other Claims 
Cost 

45.1% 

Government 
Cost Shift 

9.5% 

Administration 

14% 

Inefficiencies 

3.3% 

Malpractice 

5% 

Uninsured 
Cost Shift 

8% 



291 

Determinants of Health Status 

Mercer Management Journal 18, “The Case for Consumerism in Health Care”  

Lifestyle 

Choices 

50% 

Access  

to  

Care 

10% 

Genetics 

20% 

Environment 

20% 



292 Source: Centers For Disease Control & Prevention, Tobacco Use Fact Sheet (July 2007)  
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Source: Centers for Disease Control & Prevention, 2006 Behavioral Risk Factors Surveillance System 

 No Data          <10%           10%–14%     15%–19%           20%–24%          25%–29%           ≥30%  

No Country Can 
Fund All the 

Consequences: 

Hypertension 

Type 2 Diabetes 

 Osteoarthritis 

Stroke  

Coronary Heart 

 Gallbladder 

Sleep Apnea 

Respiratory 
Issues 

Some Cancers  

Obesity Trends Among U.S. Adults (BMI>30%) 

1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 

Behavior & Lifestyle: Weight Gain ’86-’06 



294 

Purpose 

 An employee wellness program is an effective method to promote 

health and wellness amongst the members of your staff.  

 Programs will encourage awareness of health related issues, improve 

morale, and often times reduce cost of healthcare throughout the 

corporation. 

 One important aspect of an employee wellness program is that the 

program is voluntary.  

 It is rare for 100% of all employees to be interested in participating in 

an employee wellness program, and those without interest cannot be 

coerced into doing so. 

 

Source: http://wellnessproposals.com/wellness-articles/employee-wellness-program/ 
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Benefits of Wellness Programs 

Wellness 
Programs

Wellness 
Programs

Improved
Lifestyle

Improved
Lifestyle

Healthier 
People

Healthier 
People

Better 
Employee

Better 
Employee

Improved…
• Decision-making quality
• Stamina & resilience
• Inter-personal skills
• Physical strength & flex
• Morale & loyalty
• Recruitment & retention

Improved…
• Decision-making quality
• Stamina & resilience
• Inter-personal skills
• Physical strength & flex
• Morale & loyalty
• Recruitment & retention

Performance Improvements In:

• Attitudes

• Energy

• Commitment

Performance Improvements In:

• Attitudes

• Energy

• Commitment

Adapted from the work of 
Dr. Dee Edington, 

University  of Michigan

Reduced…
• Health plan costs
• Absenteeism
• Stress & anxiety
• Injury cost
• Turnover rate
• Non-effectiveness rate

Reduced…
• Health plan costs
• Absenteeism
• Stress & anxiety
• Injury cost
• Turnover rate
• Non-effectiveness rate
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Wellness Challenges 

“There are obstacles to greater accountability: 
employees’ sense of entitlement, their inability 
to make informed healthcare decisions, and 
poor health habits and lifestyle. 

 “But we see an unmistakable trend from 
employee entitlement to employee 
engagement.” 

 
Dr. Phillip Polakoff 

September 27, 2005 

National Health Care Strategy Survey 

http://www.mellon.com/hris/index.html
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People like to be right 
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Who Watches Fox News? 
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Why? 

 For the unbiased truth  

 To challenge your beliefs 

 To confirm your beliefs 

People like to be right. 
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Feeds Our Ego 
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It’s Easier 
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Keep this in mind when designing a 

workplace wellness program. 
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ACA – Focus on  

Wellness & Prevention 
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Preventive Care – unlimited, up-front 

SEC. 2713. COVERAGE OF PREVENTIVE HEALTH SERVICES. 

(a) IN GENERAL.—A group health plan and a health insurance issuer offering group or individual health insurance 

coverage shall, at a minimum provide coverage for and shall not impose any cost sharing requirements for— 

(1) evidence-based items or services that have in effect a rating of ‘A’ or ‘B’ in the current 

recommendations of the United States Preventive Services Task Force; 

(2) immunizations that have in effect a recommendation from the Advisory Committee on Immunization 

Practices of the Centers for Disease Control and Prevention with respect to the individual involved; 

and 

(3) with respect to infants, children, and adolescents, evidence- informed preventive care and screenings 

provided for in the comprehensive guidelines supported by the Health Resources and Services 

Administration. 

(4) with respect to women, such additional preventive care and screenings not described in paragraph (1) 

as provided for in comprehensive guidelines supported by the Health Resources and Services 

Administration for purposes of this paragraph. 

(5) for the purposes of this Act, and for the purposes of any other provision of law, the current 

recommendations of the United States Preventive Service Task Force regarding breast cancer 

screening, mammography, and prevention shall be considered the most current other than those 

issued in or around November 2009. 

Source: PPACA Section 1001 
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Wellness Discounts – up to 50% 

(A) The reward for the wellness program, together with the reward for other wellness 

programs with respect to the plan that requires satisfaction of a standard related to 

a health status factor, shall not exceed 30 percent of the cost of employee-only 

coverage under the plan. If, in addition to employees or individuals, any class of 

dependents (such as spouses or spouses and dependent children) may participate 

fully in the wellness program, such reward shall not exceed 30 percent of the cost of 

the coverage in which an employee or individual and any dependents are enrolled… 

The Secretaries of Labor, Health and Human Services, and the Treasury may increase 

the reward available under this subparagraph to up to 50 percent of the cost of 

coverage if the Secretaries determine that such an increase is appropriate. 

 

 

Source: PPACA Section 1201 
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Surcharge for Tobacco Use – up to 50% 

SEC. 2701. FAIR HEALTH INSURANCE PREMIUMS. 

(a) PROHIBITING DISCRIMINATORY PREMIUM RATES.— 

 (1) IN GENERAL.—With respect to the premium rate charged by a health insurance issuer for health 

insurance coverage offered in the individual or small group market— 

(A) such rate shall vary with respect to the particular plan or coverage involved only by— 

(i) whether such plan or coverage covers an individual or family; 

(ii) rating area, as established in accordance with paragraph (2); 

(iii) age, except that such rate shall not vary by more than 3 to 1 for adults (consistent 

with section 2707(c)); and 

(iv) tobacco use, except that such rate shall not vary by more than 1.5 to 1; and 

 

Source: PPACA Section 1001 
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Increased Consumer Information 

(aa) in a nutrient content disclosure statement adjacent to the name of the standard 

menu item, so as to be clearly associated with the standard menu item, on the menu 

listing the item for sale, the number of calories contained in the standard menu item, as 

usually prepared and offered for sale; and 

(bb) a succinct statement concerning suggested daily caloric intake, as specified by the 

Secretary by regulation and posted prominently on the menu and designed to enable the 

public to understand, in the context of a total daily diet, the significance of the caloric 

information that is provided on the menu; 

 

Source: PPACA Section 4205(b) 
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Wellness Regs 
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Wellness Programs – Final Rule 



312 

Summary of Proposed Rules 

SUMMARY: This document contains final regulations, consistent with the 

Affordable Care Act, regarding nondiscriminatory wellness programs in group 

health coverage. Specifically, these final regulations increase the maximum 

permissible reward under a health-contingent wellness program offered in 

connection with a group health plan (and any related health insurance 

coverage) from 20 percent to 30 percent of the cost of coverage.  

The final regulations further increase the maximum permissible reward to 50 

percent for wellness programs designed to prevent or reduce tobacco use.  

These regulations also include other clarifications regarding the reasonable 

design of health-contingent wellness programs and the reasonable 

alternatives they must offer in order to avoid prohibited discrimination. 

Source: http://www.gpo.gov/fdsys/pkg/FR-2013-06-03/pdf/2013-12916.pdf  

http://www.gpo.gov/fdsys/pkg/FR-2013-06-03/pdf/2013-12916.pdf
http://www.gpo.gov/fdsys/pkg/FR-2013-06-03/pdf/2013-12916.pdf
http://www.gpo.gov/fdsys/pkg/FR-2013-06-03/pdf/2013-12916.pdf
http://www.gpo.gov/fdsys/pkg/FR-2013-06-03/pdf/2013-12916.pdf
http://www.gpo.gov/fdsys/pkg/FR-2013-06-03/pdf/2013-12916.pdf
http://www.gpo.gov/fdsys/pkg/FR-2013-06-03/pdf/2013-12916.pdf
http://www.gpo.gov/fdsys/pkg/FR-2013-06-03/pdf/2013-12916.pdf
http://www.gpo.gov/fdsys/pkg/FR-2013-06-03/pdf/2013-12916.pdf
http://www.gpo.gov/fdsys/pkg/FR-2013-06-03/pdf/2013-12916.pdf
http://www.gpo.gov/fdsys/pkg/FR-2013-06-03/pdf/2013-12916.pdf
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Will It Work? 
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Preventive Care 

Unlimited, up-front preventive care for all non-grandfathered 

plans 
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Discounts and Penalties 

Question: Does the carrot (discounts) and stick (surcharges 

and penalties) approach really work? 
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Is Cost a Factor? 

• May result in short-term spikes in participation. People may 

participate in wellness programs or reduce tobacco use 

temporarily to get a reward or avoid a penalty. 

• Aren’t cigarettes already expensive? 
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Could the Strategy Backfire? 

• But does it produce the desired long-term behavior change? 

• Could it be a deterrent to enrollment? 
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What happens when carrot/stick are gone? 
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Increased Consumer Information 
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Is it Really a Surprise? 
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Is It Really Their Fault? 

EYES 
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Back in the Day 
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Again, Is It a Surprise? 
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But Now... 

People know. 
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News of the Weird 
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“Death” Brand Cigarettes 
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Warnings in Other Countries 
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People do what they want to do 
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Everyone has their vices 

• Vegetarian 

• No soft drinks 

• No salt 

• No sweets 
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What’s the Answer? 
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Question 

How many employers does it take to change a consumer’s 

behavior? 

 

Answer 

None. The consumer has to want to change. 
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Get People to WANT to Change! 

“Why would I want to do the dishes?” 
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Motivation 

Internal motivation works better 

than external motivation. 
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People are Busy.  And Lazy. 

Most people want to live healthier lifestyles, they just don’t 

know how to work healthier habits into their day-to-day life. 

 



336 

Show Them That It’s Easy 

The key is showing them that it is achievable and that it’s 

easier than they think. 

People know what’s bad for them. But 

they don’t know that even small changes 

can have a big impact.  
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How Easy Is It? 
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Just 100 Calories Per Day 

• There’s evidence that cutting just 100 calories per day from our diet 

can help us lose 10 pounds in one year.  

• While cutting 1200 calories may be difficult, everyone can cut 100 

calories. 

 

Source: http://fatsecret.com/calories-nutrition/usda/white-bread  

Source: http://www.livestrong.com/article/303766-how-many-

calories-are-in-one-oreo-cookie/  

http://fatsecret.com/calories-nutrition/usda/white-bread
http://fatsecret.com/calories-nutrition/usda/white-bread
http://fatsecret.com/calories-nutrition/usda/white-bread
http://fatsecret.com/calories-nutrition/usda/white-bread
http://fatsecret.com/calories-nutrition/usda/white-bread
http://www.livestrong.com/article/303766-how-many-calories-are-in-one-oreo-cookie/
http://www.livestrong.com/article/303766-how-many-calories-are-in-one-oreo-cookie/
http://www.livestrong.com/article/303766-how-many-calories-are-in-one-oreo-cookie/
http://www.livestrong.com/article/303766-how-many-calories-are-in-one-oreo-cookie/
http://www.livestrong.com/article/303766-how-many-calories-are-in-one-oreo-cookie/
http://www.livestrong.com/article/303766-how-many-calories-are-in-one-oreo-cookie/
http://www.livestrong.com/article/303766-how-many-calories-are-in-one-oreo-cookie/
http://www.livestrong.com/article/303766-how-many-calories-are-in-one-oreo-cookie/
http://www.livestrong.com/article/303766-how-many-calories-are-in-one-oreo-cookie/
http://www.livestrong.com/article/303766-how-many-calories-are-in-one-oreo-cookie/
http://www.livestrong.com/article/303766-how-many-calories-are-in-one-oreo-cookie/
http://www.livestrong.com/article/303766-how-many-calories-are-in-one-oreo-cookie/
http://www.livestrong.com/article/303766-how-many-calories-are-in-one-oreo-cookie/
http://www.livestrong.com/article/303766-how-many-calories-are-in-one-oreo-cookie/
http://www.livestrong.com/article/303766-how-many-calories-are-in-one-oreo-cookie/
http://www.livestrong.com/article/303766-how-many-calories-are-in-one-oreo-cookie/
http://www.livestrong.com/article/303766-how-many-calories-are-in-one-oreo-cookie/
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Eat This, Not That 
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Goal 

Goal isn’t “good”, it’s “less bad” 

“You tried your best and 

failed miserably. The 

lesson is: never try.” 
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From Amazon.com 

The original and best-selling installment 

of EAT THIS, NOT THAT! has helped 

literally thousands of people improve 

their lives by increasing their nutritional 

intakes while blasting away unwanted 

belly fat. The secret? The revolutionary 

concept that the battle of the bulge is 

won not through deprivation and 

discipline, but by making a series of 

simple food swaps that can save you 

hundreds – if not thousands – of 

calories a day.  

Source: http://www.amazon.com/This-Thousands-Simple-Swaps-Pounds/dp/1594868549  

http://www.amazon.com/This-Thousands-Simple-Swaps-Pounds/dp/1594868549
http://www.amazon.com/This-Thousands-Simple-Swaps-Pounds/dp/1594868549
http://www.amazon.com/This-Thousands-Simple-Swaps-Pounds/dp/1594868549
http://www.amazon.com/This-Thousands-Simple-Swaps-Pounds/dp/1594868549
http://www.amazon.com/This-Thousands-Simple-Swaps-Pounds/dp/1594868549
http://www.amazon.com/This-Thousands-Simple-Swaps-Pounds/dp/1594868549
http://www.amazon.com/This-Thousands-Simple-Swaps-Pounds/dp/1594868549
http://www.amazon.com/This-Thousands-Simple-Swaps-Pounds/dp/1594868549
http://www.amazon.com/This-Thousands-Simple-Swaps-Pounds/dp/1594868549
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From Amazon.com 

Burger King doesn't want you to know that a BK Big Fish® 

Sandwich and fries have a whopping 1000 calories--nearly 

half your daily caloric intake! (Fish is usually healthy, but not 

this kind. Find out why with this book.) 

Source: http://www.amazon.com/This-Thousands-Simple-Swaps-Pounds/dp/1594868549  

http://www.amazon.com/This-Thousands-Simple-Swaps-Pounds/dp/1594868549
http://www.amazon.com/This-Thousands-Simple-Swaps-Pounds/dp/1594868549
http://www.amazon.com/This-Thousands-Simple-Swaps-Pounds/dp/1594868549
http://www.amazon.com/This-Thousands-Simple-Swaps-Pounds/dp/1594868549
http://www.amazon.com/This-Thousands-Simple-Swaps-Pounds/dp/1594868549
http://www.amazon.com/This-Thousands-Simple-Swaps-Pounds/dp/1594868549
http://www.amazon.com/This-Thousands-Simple-Swaps-Pounds/dp/1594868549
http://www.amazon.com/This-Thousands-Simple-Swaps-Pounds/dp/1594868549
http://www.amazon.com/This-Thousands-Simple-Swaps-Pounds/dp/1594868549
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Example 

Eat This, Not That Diet: A Sample Substitution 

As a surprising example of the Eat This, Not That 

substitutions, eating a McDonald’s Quarter Pounder with 410 

calories, 19 grams of fat (7 of them saturated), and 730 

milligrams of sodium is actually not as bad for you as the 

chain’s Premium Grilled Chicken Club, weighing in at 570 

calories with 21 g of fat (7 of them saturated) and 1,720 mg of 

sodium.  

 

Source: http://www.everydayhealth.com/diet-nutrition/eat-this-not-that.aspx  

http://www.everydayhealth.com/diet-nutrition/eat-this-not-that.aspx
http://www.everydayhealth.com/diet-nutrition/eat-this-not-that.aspx
http://www.everydayhealth.com/diet-nutrition/eat-this-not-that.aspx
http://www.everydayhealth.com/diet-nutrition/eat-this-not-that.aspx
http://www.everydayhealth.com/diet-nutrition/eat-this-not-that.aspx
http://www.everydayhealth.com/diet-nutrition/eat-this-not-that.aspx
http://www.everydayhealth.com/diet-nutrition/eat-this-not-that.aspx
http://www.everydayhealth.com/diet-nutrition/eat-this-not-that.aspx
http://www.everydayhealth.com/diet-nutrition/eat-this-not-that.aspx
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The Science of Healthy Drinking 

• In "The Science of Healthy Drinking," 

author Gene Ford discusses the positive 

effects of moderate alcohol consumption 

on acute hospitalization, Alzheimer's 

disease, type 2 diabetes, osteoporosis and 

even the common cold. 

• Over 1500 studies and articles are cited as 

the science behind the 30 specific health 

benefits of moderate drinking. From 

Alzheimers to Osteoperosis to Ulcers, 

from the Common Cold to Diabetes to 

Kidney Stones - here is a panorama of 

good news about drinking never before 

assembled in a single book. 

Source: http://www.amazon.com/Science-Healthy-Drinking-Gene-

Ford/dp/1891267477/ref=sr_1_1?s=books&ie=UTF8&qid=1355377147&sr=1-1&keywords=the+science+of+healthy+drinking#_  

http://www.amazon.com/Science-Healthy-Drinking-Gene-Ford/dp/1891267477/ref=sr_1_1?s=books&ie=UTF8&qid=1355377147&sr=1-1&keywords=the+science+of+healthy+drinking#_
http://www.amazon.com/Science-Healthy-Drinking-Gene-Ford/dp/1891267477/ref=sr_1_1?s=books&ie=UTF8&qid=1355377147&sr=1-1&keywords=the+science+of+healthy+drinking#_
http://www.amazon.com/Science-Healthy-Drinking-Gene-Ford/dp/1891267477/ref=sr_1_1?s=books&ie=UTF8&qid=1355377147&sr=1-1&keywords=the+science+of+healthy+drinking#_
http://www.amazon.com/Science-Healthy-Drinking-Gene-Ford/dp/1891267477/ref=sr_1_1?s=books&ie=UTF8&qid=1355377147&sr=1-1&keywords=the+science+of+healthy+drinking#_
http://www.amazon.com/Science-Healthy-Drinking-Gene-Ford/dp/1891267477/ref=sr_1_1?s=books&ie=UTF8&qid=1355377147&sr=1-1&keywords=the+science+of+healthy+drinking#_
http://www.amazon.com/Science-Healthy-Drinking-Gene-Ford/dp/1891267477/ref=sr_1_1?s=books&ie=UTF8&qid=1355377147&sr=1-1&keywords=the+science+of+healthy+drinking#_
http://www.amazon.com/Science-Healthy-Drinking-Gene-Ford/dp/1891267477/ref=sr_1_1?s=books&ie=UTF8&qid=1355377147&sr=1-1&keywords=the+science+of+healthy+drinking#_
http://www.amazon.com/Science-Healthy-Drinking-Gene-Ford/dp/1891267477/ref=sr_1_1?s=books&ie=UTF8&qid=1355377147&sr=1-1&keywords=the+science+of+healthy+drinking#_
http://www.amazon.com/Science-Healthy-Drinking-Gene-Ford/dp/1891267477/ref=sr_1_1?s=books&ie=UTF8&qid=1355377147&sr=1-1&keywords=the+science+of+healthy+drinking#_
http://www.amazon.com/Science-Healthy-Drinking-Gene-Ford/dp/1891267477/ref=sr_1_1?s=books&ie=UTF8&qid=1355377147&sr=1-1&keywords=the+science+of+healthy+drinking#_
http://www.amazon.com/Science-Healthy-Drinking-Gene-Ford/dp/1891267477/ref=sr_1_1?s=books&ie=UTF8&qid=1355377147&sr=1-1&keywords=the+science+of+healthy+drinking#_
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Something for the Smokers 

For the smokers out there, several companies now are marketing an 

electronic cigarette, created to help people get a nicotine fix without all the 

hazardous substances that have been proven to cause cancer.  

Source: http://www.benefitspro.com/2009/01/01/do-people-really-change  

http://www.benefitspro.com/2009/01/01/do-people-really-change
http://www.benefitspro.com/2009/01/01/do-people-really-change
http://www.benefitspro.com/2009/01/01/do-people-really-change
http://www.benefitspro.com/2009/01/01/do-people-really-change
http://www.benefitspro.com/2009/01/01/do-people-really-change
http://www.benefitspro.com/2009/01/01/do-people-really-change
http://www.benefitspro.com/2009/01/01/do-people-really-change
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Something for the Smokers 

• "Safe cigarette" users puff on the device as they would a real cigarette, 

but they don't light it and it produces no smoke. Instead, the e-cigarette 

releases a fine, heated mist containing varying concentrations of liquid 

nicotine.  

• Although the World Health Organization has yet to recognize the 

electronic cigarette as a safe or legitimate nicotine replacement 

therapy for smokers who would like to quit, millions of people around 

the world already have switched. 

 

Source: http://www.benefitspro.com/2009/01/01/do-people-really-change  

http://www.benefitspro.com/2009/01/01/do-people-really-change
http://www.benefitspro.com/2009/01/01/do-people-really-change
http://www.benefitspro.com/2009/01/01/do-people-really-change
http://www.benefitspro.com/2009/01/01/do-people-really-change
http://www.benefitspro.com/2009/01/01/do-people-really-change
http://www.benefitspro.com/2009/01/01/do-people-really-change
http://www.benefitspro.com/2009/01/01/do-people-really-change
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The Best of the Best 

Source: http://electroniccigarettemart.com/  

http://electroniccigarettemart.com/
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Exercise Pill 

• Now there may even be an “exercise pill” that simulates the effects of 

daily exercise. 

• A team of scientists at the Salk Institute has discovered a drug that 

seems to mimic the benefits of exercise.  

• Lazy mice given the drug for one month were able to increase the 

distance they could run on a treadmill by 44 percent. 

 

Source: http://www.benefitspro.com/2009/01/01/do-people-really-change and http://thefutureofthings.com/news/1316/the-exercise-

pill.html   

http://www.benefitspro.com/2009/01/01/do-people-really-change
http://www.benefitspro.com/2009/01/01/do-people-really-change
http://www.benefitspro.com/2009/01/01/do-people-really-change
http://www.benefitspro.com/2009/01/01/do-people-really-change
http://www.benefitspro.com/2009/01/01/do-people-really-change
http://www.benefitspro.com/2009/01/01/do-people-really-change
http://www.benefitspro.com/2009/01/01/do-people-really-change
http://thefutureofthings.com/news/1316/the-exercise-pill.html
http://thefutureofthings.com/news/1316/the-exercise-pill.html
http://thefutureofthings.com/news/1316/the-exercise-pill.html
http://thefutureofthings.com/news/1316/the-exercise-pill.html
http://thefutureofthings.com/news/1316/the-exercise-pill.html
http://thefutureofthings.com/
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To Summarize 

“if couch potatoes get their way they might 

soon be able to load up on guilt-free junk food, 

wash it down with a glass of healthy alcohol, 

work off the extra pounds by popping an 

exercise pill and enjoy a nice after-dinner 

electronic cigarette. Only in America.”   

-Eric Johnson, Benefits Selling Magazine 

Source: http://www.benefitspro.com/2009/01/01/do-people-really-change  

http://www.benefitspro.com/2009/01/01/do-people-really-change
http://www.benefitspro.com/2009/01/01/do-people-really-change
http://www.benefitspro.com/2009/01/01/do-people-really-change
http://www.benefitspro.com/2009/01/01/do-people-really-change
http://www.benefitspro.com/2009/01/01/do-people-really-change
http://www.benefitspro.com/2009/01/01/do-people-really-change
http://www.benefitspro.com/2009/01/01/do-people-really-change
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ROI for Employers 
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Healthier EEs = Big ROI for ER 
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How Does It Affect the Bottom Line? 

• Reduces health insurance premiums 

• Reduces absenteeism 

• Reduces presenteeism 

• Makes employees more productive 

• Great retention tool 

 

Happier, healthier, more productive 

employees are good for business. 

The bottom line 
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Lower Insurance Costs 

• Lower claims 

• Lower premiums / risk adjustment 

• Wellness discounts 
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Lower Absenteeism 
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Lower Presenteeism 

“What if you could get 3:00 

to 5:00 back?” 

-Elizabeth Dixon, Chik-Fil-A 
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More Productive Employees 

Source: http://www.ew.com/ew/gallery/0,,20195463_20444756,00.html  

http://www.ew.com/ew/gallery/0,,20195463_20444756,00.html
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More Productive Employees 
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Great Retention Tool 
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What Can Employers 

Do? 
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Formal Wellness Program 
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Formal Wellness Program 

Baseline Assessment Results Measurement 

Rewards Penalties 
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Doesn’t Have to Be Formal 

Employers can 

create their own 

“wellness program” 
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Doesn’t Have to Be Expensive 
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Make it Easy! 

Give employees access to information, healthy food, and exercise 

facilities. 
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Give Employees Time to Exercise 

• More importantly, give employees time in their schedule to take 

advantage of the tools you are providing.  

• The ability to do this will likely vary by functional area. 
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Show Leadership 

Leaders must buy in to this idea for it to be truly successful. 
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The Cool Thing to Do 

• With leadership buy-in, this can be 

the “cool thing to do”. 

• Companies can create a culture of 

wellness. 
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Peer pressure works. Nagging doesn’t. 
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Chik-Fil-A 

“No carrot, no stick”  -Elizabeth Dixon 
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Great with CDH Strategy 

• Wellness programs and a culture of wellness works hand in hand with 

a consumer directed strategy.  

• Studies show that people who participate in consumer-directed plans 

participate more in wellness programs and get more out of them. 
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In Summary 

• There are lots of reasons for an employer to offer a wellness program, 

but the biggest reason isn’t because of the insurance discounts, it’s 

because of the increased productivity. 

• Wellness programs don’t have to be expensive to be effective. In fact, 

some of the most effective programs have no penalties and no rewards 

– instead, they make it the cool thing to do. 

• For employers that want to take the carrot & stick approach to 

encourage participation, the ACA puts some teeth in this strategy. 

• HSAs are expected to grow under health reform, and CDH plans go 

hand in hand with wellness programs. 
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Cartoons 

www.glasbergen.com  

http://www.glasbergen.com/
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Too busy??? 
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Healthy Donuts 



376 

According to the Doc 



377 

Healthy Eating Out 
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Surgery is an option… 
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The New Dessert 
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Financing Mechanisms 
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Financing Mechanisms 

1. Fully Insured 

2. Self-Insured 

3. Hybrids (partially self-insured) 
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Current Rating Rules 
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Current Rating Rules 

 Individual Market 

 Not guaranteed issue for most states 

 Carriers can decline coverage, exclude certain conditions, or charge more 

due to pre-ex 

 Small Group Market (usually 2-50 eligible employees) 

 Guaranteed issue in all states 

 Carriers can rate based on case characteristics and risk factors 

 Large Group Market 

 Not guaranteed issue 

 Carriers can charge more or decline coverage based on case 

characteristics and risk factors 

 Self-Insured 

 The employer takes on the role of an insurance company, usually with a 

carrier or TPA providing administrative services 
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New Rating Rules – 2014 

 Individual Market 

 Guaranteed issue in all states 

 Carriers cannot decline coverage or rate based on medical conditions 

 Small Group Market (usually 2-50 eligible employees) 

 Guaranteed issue in all states 

 Carriers cannot rate based risk factors, and most case factors are 

eliminated as well 

 Large Group Market 

 Guaranteed issue in all states 

 Carriers can still rate based on case characteristics and risk factors 

 Self-Insured 

 Self-insured plans avoid many of the market regulations, especially those 

related to small groups, and will grow in popularity under health reform 
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HEALTH REFORM 
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Brief History of the U.S. 

Health Reform Efforts 
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The Health Reform Effort 

The campaign for some form of universal government-funded health care 

has stretched for nearly a century in the US On several occasions, 

advocates believed they were on the verge of success; yet each time they 

faced defeat. The evolution of these efforts and the reasons for their 

failure make for an intriguing lesson in American history, ideology, and 

character. 
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The Health Reform Effort 

Other developed countries have had some form of social insurance (that 

later evolved into national insurance) for nearly as long as the US has 

been trying to get it. Some European countries started with compulsory 

sickness insurance, one of the first systems, for workers beginning in 

Germany in 1883; other countries including Austria, Hungary, Norway, 

Britain, Russia, and the Netherlands followed all the way through 1912. 

Other European countries, including Sweden in 1891, Denmark in 1892, 

France in 1910, and Switzerland in 1912, subsidized the mutual benefit 

societies that workers formed among themselves. So for a very long time, 

other countries have had some form of universal health care or at least 

the beginnings of it. 
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The Health Reform Effort 

The primary reason for the emergence of these programs in Europe was 

income stabilization and protection against the wage loss of sickness 

rather than payment for medical expenses, which came later. Programs 

were not universal to start with and were originally conceived as a means 

of maintaining incomes and buying political allegiance of the workers. 
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The Health Reform Effort 

In a seeming paradox, the British and German systems were developed 

by the more conservative governments in power, specifically as a defense 

to counter expansion of the socialist and labor parties. They used 

insurance against the cost of sickness as a way of “turning benevolence to 

power”. 
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1912 

Teddy Roosevelt and his Progressive party endorse social 

insurance as part of their platform, including health insurance. 
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1930 – 1934 

National Health Insurance and the New Deal  

Hard economic times called for social policies to secure 

employment, retirement, and medical care. President 

Roosevelt appointed a committee to work on all these issues, 

but in the end did not risk the passage of the Social Security 

Act to advance national health reform. 
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SUPER Majority 
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1935 

Social Security Act passed by Congress. The Act includes 

grants for Maternal and Child Health.  

http://upload.wikimedia.org/wikipedia/commons/2/28/Signing_Of_The_Social_Security_Act.jpg
http://upload.wikimedia.org/wikipedia/commons/2/26/US-SocialSecurityAdmin-Seal.svg
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1937 

Payroll taxes were first collected in 1937, also the year in 

which the first benefits were paid  

Ida May Fuller, the first monthly recipient (1940) 

http://upload.wikimedia.org/wikipedia/en/d/d9/IdaMayFuller.jpg
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1935 – 1939 

National Health Insurance and the New Deal  

President Roosevelt continued to support national health 

reform throughout his terms. His second push for national 

health insurance came after the Social Security Act passed. 

However, the momentum from FDR’s Technical Committee 

on Medical Care and a National Health Conference were not 

enough to overcome a Congress that was no longer 

supportive of further government expansions.  
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1943 

Senators Wagner and Murray, along 

with Representative Dingell introduce 

legislation as part of broader vision to 

operate health insurance as part of 

social security. Wagner-Murray-

Dingell bill includes provisions for 

universal comprehensive health 

insurance along with other changes 

to social security meant to move 

toward system of "cradle to grave" 

social insurance. 

http://images.google.com/hosted/life/f?q=senator+wagner+1939&prev=/images?q=senator+wagner+1939&hl=en&tbs=isch:1&imgurl=02e83eb6d264e2e3
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1944 

FDR outlines 'economic bill of rights' including right to 

adequate medical care and the opportunity to achieve and 

enjoy good health in his State of the Union address.  



399 

1944 

Social Security Board calls for compulsory national health 

insurance as part of the Social Security system. 
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1945 - 1949 

National Health Insurance and the 

Fair Deal  

President Truman picked up the mantle 

for a national health program just 

months after the end of World War II. 

His election in 1948 appeared to be a 

mandate for national health insurance, 

but the opposition, using fear of 

socialism, coupled with the power of 

southern Democrats who believed a 

federal role in health care might require 

desegregation, effectively blocked all 

proposals. 
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1946 

Truman sends health message to Congress. Revised 

Wagner-Murray-Dingell bill introduced to Congress again. An 

alternative Senate bill (Taft-Smith-Ball bill) authorizes grants 

to states for medical care of the poor. Neither bill gains 

traction. 
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1947 

Truman, in another special message to Congress calls for a 

National Health Program. Wagner-Murray-Dingell bill and Taft 

bill both reintroduced. 



403 

1956 

Legislation introduced in the House (the Forand bill) to 

provide health insurance for social security beneficiaries; 

reintroduced again in 1959. 

Resurrected by the Americans for 

Democratic Action (ADA), the 

Wagner-Murray-Dingell Bill 

became the Forand Bill.  

http://www.believeallthings.com/wp-content/uploads/2009/05/americans-for-democratic-action.jpg
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1957 

AFL-CIO decides to support government health insurance, 

while the AMA reiterates opposition to national health 

insurance. 
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1960 - 1964 

The Great Society – Medicare and Medicaid  

The groundwork for the enactment of Medicare and Medicaid 

began in the late 1950s and early 1960s. As employer-based 

health coverage grew, private plans began to set premiums 

based on their experience with health costs and the retired 

and disabled found it harder to get affordable coverage. 

Health reformers refocused their efforts toward the elderly. 
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1960 

Federal Employees Health Benefit Plan (FEHBP) initiated to 

provide health insurance coverage to federal workers. 
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1960 

Kerr-Mills Act passes, using federal funds to support state 

programs providing medical care to the poor and elderly; a 

precursor to the Medicaid program. 
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1961 

White House Conference on Aging is held in Washington, 

D.C. Presidential task force recommends health insurance for 

the elderly under Social Security and President Kennedy 

sends special message to Congress on health.  

 

Rep. King and Sen. Anderson introduce a bill to create a 

government health insurance program for the aged; King-

Anderson Bill draws support from organized labor, intense 

opposition from the AMA and commercial health insurance 

carriers. 
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1961 

Operation Coffeecup 

The attendees at these coffees were trained and 

encouraged in writing apparently spontaneous letters to 

members of Congress expressing their strong opposition 

to the pending King-Anderson bill. It was essential, the 

attendees were instructed, that their letters appear to be 

the uncoordinated, spontaneous, expressions of a rising 

tide of public sentiment.... 

An LP vinyl recording entitled “Ronald Reagan Speaks 

Out Against Socialized Medicine” was introduced, 

featuring a 2,000-word, 11-minute, impassioned address 

by Reagan, followed by an 8-minute follow-up by an 

unnamed announcer.  

Reagan’s work on behalf of the AMA was, listeners were 

assured, unpaid (although there was no mention of the 

fact that Reagan’s father-in-law was a top official of the 

AMA) and was motivated only by his own strong political 

convictions on the issue.  
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1962 

President Kennedy addresses the nation on Medicare that is 

televised from Madison Square Garden. AMA issues 

televised rebuttal.  
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1963 

Kennedy sends special message to Congress on needs of the elderly. 

King-Anderson bill re-introduced. 
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1964 

President Johnson advocates for Medicare in a special 

message to Congress. 
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1964 

Civil Rights Act passes. 
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1965 – 1969  

The Great Society – Medicare and Medicaid  

Medicare and Medicaid were incorporated under the Social 

Security Act and signed by President Johnson in 1965 with 

Truman by his side. The combination of Johnson’s political 

skills, a large Congressional Democratic majority, public 

approval, the support of the hospital and insurance industries, 

and the fact that no government cost controls or physician fee 

schedules were enacted contributed to the passage of the 

most significant health reform of the century.  
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1965 

1965 The Medicare and Medicaid programs are signed into law.  

Videos/Medicare.wmv
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1974 

Hawaii Prepaid Health Care Act 

passes requiring employers to 

cover any employee working more 

than 20 hours/week. In 1989 

Hawaii added their State Health 

Insurance Program to cover "the 

gap group": those not eligible for 

Medicaid or employer-based 

insurance. 
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1974 

Employee Retirement Income Security Act (ERISA) enacted. 

Exempts self-insured employers from state health insurance 

regulations. Hawaii's new employer mandate is given an 

exemption from ERISA. 
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1975 – 1979  

Cost-Containment Trumps National Health 

Insurance  

In the face of stagflation and rapidly rising health 

care costs, President Carter prioritizes health care 

cost containment over expanding coverage.  

 

Sen. Kennedy, however, drafts another national 

health insurance proposal, which is then followed 

by Carter's own plan that would delay 

implementation until 1983. National health reform 

efforts were completely stalled in the face of an 

economic recession and uncontrollable health care 

costs. 
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1986 

Emergency Medical Treatment and Active Labor Act 

(EMTALA) requires hospitals participating in Medicare to 

screen and stabilize all persons who use their emergency 

rooms regardless of ability to pay. 

http://www.emscltd.com/images/emtalarevision.jpg


420 

1986 

COBRA (Consolidated Omnibus Budget Reconciliation Act) 

contains specific regulations that allow employees who lose 

their jobs to continue with their health plan for 18 months. 
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1987 

Census Bureau begins annual estimate of health insurance 

coverage in the United States with its Current Population 

Survey finds 31 million uninsured (13% of the population) in 

1987. 
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1990 – 1994  

The Health Security Act  

Making national health reform a priority early in his Presidency, Clinton 

proposed a "managed competition" approach, sending a detailed plan to 

Congress in 1993. It called for universal coverage, employer and 

individual mandates, competition between insurers, with government 

regulation to control costs. Support from key stakeholders was often 

limited and conditional. The opposition was led largely by two groups: the 

Health Insurance Association of America and the National Federation of 

Independent Businesses, both believing reform would create hardship for 

their smaller members. Congressional Democrats were divided in their 

support, and further splintered by a variety of alternative proposals that 

were then generated, all of which blocked progress on the President's 

plan. 
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1990 

Federal budget reconciliation (OBRA 90) legislation 

mandates Medicaid coverage of children age 6-18 under 

poverty level, phased in one year at a time until 2002. 
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1990 

National Committee on Quality Assurance (NCQA) forms to 

accredit managed care health plans. 
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1993 

Within his first week in office President Clinton convenes 

White House Task Force on Health Reform, and appoints 

First Lady Hillary Clinton as chair. 

Hillary Clinton, chair White House Task Force on Health Reform 
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1993 

President Clinton's proposal, named the Health Security Act, 

is introduced in both houses of Congress in November, but 

gains little support. Every American would have a "Health 

Security Card" to ensure access to care. 
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1993 

The Clinton Administration begins approving Medicaid 

waivers allowing more statewide expansion demonstrations. 

Many states turned to managed care for delivery of services 

and used savings to expand to previously uninsured groups. 

waivers 
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1993 

Health Insurance Association of America begins airing "Harry 

and Louise" television advertisements portraying a middle-

class couple worried about health care under the Clinton 

health plan. 
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1993 

Other national health reform proposals are introduced in 

Congress, but also fail to garner sufficient support for 

passage – the McDermott/Wellstone single payer health 

insurance proposal and Cooper's proposal for managed 

competition without a guarantee of universal coverage. By 

mid-1994 even a bipartisan bill to expand coverage without 

comprehensive reform is unable to pass. 
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1996 

Health Insurance Portability and Accountability Act (HIPAA) 

restricts use of pre-existing conditions in health insurance 

coverage determinations, sets standards for medical records 

privacy, and establishes tax-favored treatment of long-term 

care insurance. 
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1997 

Census Bureau's Current Population Survey estimates 42.4 

million (15.7% of the population) uninsured in the United 

States.  
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1997 

Balanced Budget Act includes many changes in provider 

payments to slow the growth in Medicare spending. It 

establishes the Medicare + Choice program, a new structure 

for Medicare HMOs and other private plans offered to 

beneficiaries, later re-named Medicare Advantage in 2003.  

Videos/What Is Medicare Advantage.wmv
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1997 

Also part of the Balanced Budget Act (BBA), the State 

Children's Health Insurance Program (S-CHIP) is enacted. 

Provides block grants to states allowing for coverage of low-

income children above Medicaid eligibility levels. BBA also 

allows states to cover working disabled with incomes up to 

250% of poverty, permits mandatory Medicaid enrollment in 

managed care and repeals the Boren amendment. 
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2002 

President Bush launches Health Center Growth Initiative 

significantly expanding the number of community health 

centers serving the medically underserved.  
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2003 

Medicare Drug, Improvement, and Modernization Act (MMA) 

passes, creating a voluntary, subsidized prescription drug 

benefit under Medicare, administered exclusively through 

private plans, both stand-along prescription drug plans and 

Medicare Advantage plans. 



436 

2003 

Medicare legislation creates Health Savings Accounts which 

allow individuals to set aside pre-tax dollars to pay for current 

and future medical expenses. The plans must be used in 

conjunction with a high deductible health plan. 
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2007 



438 

2003 – Present  

88 Co-sponsors in the House by 2007 
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2006 

Medicare Part D Drug benefit goes into effect in January. 
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2006 

Massachusetts passes and implements 

legislation to provide health care 

coverage to nearly all state residents. 

Legislation requires residents to obtain 

health insurance coverage and calls for 

shared responsibility among individuals, 

employers, and the government in 

financing the expanded coverage. Within 

two years of implementation the state's 

uninsured rate is cut in half. 
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2006 

One month following Massachusetts, Vermont passes 

comprehensive health care reform also aiming for near-

universal coverage. In addition to creating the Catamount 

Health Plan for uninsured residents, the plan focuses on 

improving overall quality of care and the management of 

chronic conditions through the Blueprint for Health. 
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2006 

City of San Francisco creates the Healthy San Francisco 

program, providing universal access to health services in the 

city for residents. A controversial provision requiring city 

employers to spend a minimum amount per hour on 

healthcare for their employees is challenged in court. In 

September 2008, the U.S. Ninth Circuit Court of Appeals 

upholds the employer requirement 

 saying it does not violate the  

Employee Retirement and Income 

Security Act of 1974 (ERISA). 
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2007 

Census Bureau estimates 45.6 million uninsured (15.3% of 

the population) in 2007. Survey instrument undergoes 

periodic design improvements over the years that confound 

trend analyses, yet remains the most widely used estimate of 

health insurance coverage. 
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2007 

President Bush announces health reform plan that would 

replace the current tax preference for employer-sponsored 

insurance with a standard health care deduction. Proposal is 

not acted upon by Congress.  
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2007 

Congress passes two versions of a bill to reauthorize the 

State Children’s Health Insurance Program with bi-partisan 

support, but President Bush vetoes both bills and Congress 

cannot override the veto. A temporary extension of the 

program is passed in December 2007. 
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Brief History of the 

Affordable Care Act 
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Rising health care costs 



448 

Unsustainable premium increases 



449 

Millions of uninsured 
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2008 

Presidential campaign focuses early on national health 

reform, overshadowed later by housing crisis and economic 

downturn, yet remains a key pocketbook issue throughout the 

campaign. Both major party candidates announce 

comprehensive health reform proposals. 



451 America agrees it’s time for a change 

2008 
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2009 

President Obama establishes Office of Health Reform to 

coordinate administrative efforts on national health reform. 
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2009 

The Children's Health Insurance Program (CHIP) is 

reauthorized, providing states with additional funding, new 

tools land fiscal incentives to help reach and estimated 4.1 

million children through Medicaid and CHIP who otherwise 

would have been uninsured by 2013.  
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2009 

The American Reinvestment and Recovery Act (ARRA) 

makes substantial investments to help develop health 

information technology, expand the primary care workforce 

and conduct research on comparative effectiveness for health 

care treatment options. 
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2009 

White House holds a Health Reform Summit with key 

stakeholders. 
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2009 

President Obama releases FY 2010 budget which outlines 

eight principles for health reform and proposes a set aside of 

634 billion in a health reform reserve fund. 
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Obamacare 
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President Obama’s Vision 

 Reduce health care costs 

 Protect current coverage 

 Preserve provider choice 

 Ensure affordable, quality health care for all 

“If you like your plan, 

you can keep it.” 

“If you like your 

doctor, you can keep 

your doctor.” 

Quality, affordable health 

coverage for every American. 
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A hands off approach from the President 
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Senate HELP Committee Senate Finance Committee House Tri-Committee 

Obama’s vision 

Congress’ words 

3 competing bills 
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Affordable Health Care for America Act 

(House version proposed by the House Committees on Ways 

and Means, Energy and Commerce, and Education and 

Labor) 
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House Democrats’ Health Plan 
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House Bill passes November 7, 2009 
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American Health Choices Act 

(Senate version proposed by the Health, Education, Labor, 

and Pensions Committee chaired by Senator Ted Kennedy)  



465 

Patient Protection and Affordable Care Act 

(Senate version proposed by the Senate Finance Committee 

chaired by Senator Max Baucus), passed by the Senate 

December 24, 2009 and by the House March 21, 2010  
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TWO BECOME ONE 
The Senate Bill 

H.R. 3590 

Patient Protection and 

Affordable Care Act 

Senate HELP Bill and Senate 

Finance Committee Bill are 

merged into “The Senate Bill” 
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Senate Bill passes December 24, 2009 
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Lots of stuff in 

common 

3 Bills have similar provisions 



469 

A Few 

Differences 

Different versions need to be reconciled 
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Time to work out the differences 
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FINANCING 

 

House: Major source of new revenue 

would be a tax on wealthy Americans. 

 

Senate: Major source of new revenue 

would be an excise-tax on high cost 

health insurance plans.  

PUBLIC OPTION 

 

House: Create a new public health ins. 

option offered through the Exchange. 

 

Senate: Contract with insurers to offer 

at least two multi-state plans in each 

Exchange, at least one non-profit.  

EXCHANGES 

 

House: National Health Ins. Exchange 

for individuals and employers. 

 

Senate: State-based Exchanges, one 

for individuals and one for small 

employers (<100, 100+ after 2017)  

ABORTION 

 

House: Plans decide whether to cover, 

no federal $$’s, not through Exchange 

 

Senate: Plans decide, states can block 

from exchanges, people with federal 

subsidies can enroll – 2 separate pmts. 

The Major Sticking Points 
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Closed door negotiations 
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Not a pretty process 



474 

Public support for reform declines 



475 

Scott Brown wins in Massachusetts 



476 

Obama wonders what happened to his health plan 



477 
and get his hands dirty 

February 25th 

Bi-partisan Health Reform 

talks aired live! 

Time to 

roll up his 

sleeves 

If you want a job done right… 
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“Let’s get all the ideas on the table” 
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House passes Senate bill and 

Reconciliation bill 
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Health Care & Education Affordability Act 

(White House / Congressional Leadership Reconciliation Bill), 

passed by the House March 21, 2010  
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President signs health reform bills into law 



482 

Time to sell it to the American people 
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Let’s put some lipstick on this pig 



484 

Nobody knows what’s in it 
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Major Provisions 
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Major provisions 

 Guaranteed issue – anyone who wants coverage can buy it 

 Individual mandate – everyone must buy it 

 Individual subsidies – the government will help some 

people buy it 

 Marketplace / exchange – here’s where the government 

will help people buy it 

 Employer mandate – employers have to keep helping their 

employees buy it 

 Market reforms (plan design, rating rules) – the plans come 

fully loaded and are priced “fairly” 
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The Legislative 

Process 
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2,409 pages + 55 page reconciliation bill 
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The United States Code 

The Code of Laws of the United States of America[1] (variously abbreviated to 

Code of Laws of the United States, United States Code, U.S. Code, or U.S.C.) is a 

compilation and codification of the general and permanent federal laws of the 

United States. It contains 51 titles[2] (along with a further 4 proposed titles[3]). 

The official text of an Act of Congress is that of the "enrolled bill" (traditionally 

printed on parchment) presented to the President for his signature or disapproval. 

Because of this codification approach, a single 

named statute (like the Taft-Hartley Act, or the 

Embargo Act) may or may not appear in a single 

place in the Code. Often, complex legislation 

bundles a series of provisions together as a 

means of addressing a social or governmental 

problem; those provisions often fall in different 

logical areas of the Code. 

Source: http://en.wikipedia.org/wiki/United_States_Code  

http://en.wikipedia.org/wiki/United_States_Code
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PPACA – 10 Titles (chapters) 

Source: http://www.healthcare.gov/law/full/index.html  

http://www.healthcare.gov/law/full/index.html
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Not really 2,400 pages 
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Kathleen Sebelius 

“The Secretary Shall” 
(1,045 times) 
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Comment Period Required – usually 30 days 
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Code of Federal Regulations (CFR) 

The Code of Federal Regulations (CFR) is the codification of the general and 

permanent rules and regulations (sometimes called administrative law) published 

in the Federal Register by the executive departments and agencies of the federal 

government of the United States. 

Every regulation in the CFR must have an "enabling statute," or statutory 

authority. The United States Code (U.S. Code) precedes the CFR and contains 

statutes enacted by Congress. The CFR contains regulations, which spell out in 

further detail how the executive branch will interpret the law.  

Source: http://en.wikipedia.org/wiki/Code_of_Federal_Regulations  

http://en.wikipedia.org/wiki/Code_of_Federal_Regulations
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The Legislative Process 

The two documents represent different stages in the legislative process. The U.S. 

Code is a codification of legislation, while the CFR serves as administrative law. 

Source: http://en.wikipedia.org/wiki/Code_of_Federal_Regulations  

http://en.wikipedia.org/wiki/Code_of_Federal_Regulations
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Tomorrow’s 

Discussion 
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What do you want to learn? 



499 

Agenda 

 Compliance 

 Health Reform 

 Employer Strategies 

 Benefits Communication 

 Hot Topics 

 Resources 
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The End 


