


been updated for the PCOR fee). 

NFP has a quick reference guide summarizing the three fees that affect employer-sponsored group health plans under 

PPACA. Ask your advisor for details. 

More Information on PCOR Fee 

Form 720 

Form 720 Instructions 

Final Regulations on PCOR Fee 

 

Reminder: Form 5500 Filing Deadline for Calendar-year Plans is Wednesday, July 31, 2013 

Plan sponsors must file Form 5500-series returns on the last day of the seventh month after their plan year ends. As a result, 

calendar-year plans must file by July 31, 2013. Plans may request a 2 ½ month extension to file by submitting Form 5558, 

Application for Extension of Time to File Certain Employee Plan Returns, by that plan's original due date.  

NFP has vendors available to assist with filings. Ask your advisor if you need assistance. 

Form 5500 EFAST2 

Form 5558, Extension of Time 

 

IRS Formally Delays Employer Mandate 

On July 9, 2013, the IRS issued Notice 2013-45, which provides a one-year delay for employers subject to PPACA’s 

employer mandate and information reporting requirements, initially scheduled to be implemented in 2014. Notice 2013-45 

formalizes a July 2, 2013, U.S. Treasury Department blog post announcing the delay. 

The guidance includes the following important points:  

 Employers will not be liable for employer mandate penalties until 2015. 

 Employers and insurers are not required to file informational reporting for 2014. The guidance encourages employers 

and insurers to voluntarily comply with informational reporting requirements in 2014, with reporting becoming 

mandatory for 2015. Proposed rules on informational reporting are not yet available, but are expected late summer 

2013. 

 The notice confirms that employees will be able to receive premium tax credits through an exchange if they are 

otherwise eligible; the delay does not affect an individual’s ability to qualify for such a credit. 

 The guidance clarifies that if an individual has a valid offer of affordable and minimum value employer-sponsored 

coverage, they will not qualify for exchange-based individual subsidies to begin on Jan. 1, 2014. Therefore, education 

of employees remains critical concerning the status of their existing employer-based coverage and whether or not it 

meets the definition of minimum value and/or minimum essential coverage.  

http://www.benefits-partners.com/nfp_life_and_benefits/hr/HCR/pcor.aspx
http://www.irs.gov/pub/irs-pdf/f720.pdf
http://www.irs.gov/pub/irs-pdf/i720.pdf
http://www.federalregister.gov/articles/2012/12/06/2012-29325/fees-on-health-insurance-policies-and-self-insured-plans-for-the-patient-centered-outcomes-research
http://www.efast.dol.gov/welcome.html
http://www.irs.gov/pub/irs-pdf/f5558.pdf


Importantly, the notice does not specifically address transition relief that had already been allowed for 2014, including relief 

for employers that contribute to multiemployer plans, those not yet offering dependent coverage and those with non-calendar-

year plans. The notice did not clarify whether transition relief will be extended into 2015. Since the notice indicates that the 

employer mandate will be “fully effective” on Jan. 1, 2015, it appears that previous transition relief appears no longer applies. 

As such, all employers should anticipate that the employer mandate penalties will apply on Jan. 1, 2015, regardless of plan 

year. 

In addition, the notice made no reference to the measurement period safe harbor guidance for variable hour and seasonal 

employees. Thus, it appears that this guidance remains in place, although it is clear that any penalties for such employees 

who qualify for premium assistance (due to not being offered affordable, minimum value coverage) will be delayed until Jan. 

1, 2015. 

Finally, it is important to note that the notice does not affect other PPACA provisions (or their effective dates), including the 

exchange notice, Form W-2 reporting, the summary of benefits and coverage (SBC) requirement, insurance market reforms 

for small groups, PPACA’s fees and taxes, the individual mandate and the establishment of the exchanges. 

NFP encourages our clients to meet with their advisors regarding these changes and continue with good-faith compliance 

efforts regarding the employer shared responsibility requirements and reporting provisions during the coming year. This extra 

compliance time can be used to make sound business decisions regarding the requirements without the risk of significant 

financial penalties in the first year of changed operations. 

NFP Benefits Compliance will be following these issues closely, and will continue to provide updates as necessary. 

IRS Notice 2013-45 

 

CMS Issues Guidance on Exchange Verification Process 

On July 15, 2013, CMS published a final rule in the Federal Register that, among other things, outlines the exchange 

verification process. As background, the exchanges, authorized under PPACA, are required to begin enrolling individuals on 

Oct. 1, 2013, for coverage beginning Jan. 1, 2014. Part of the exchange functions include awarding advance premium tax 

credits and cost-sharing subsidies to those individuals who qualify based on income and whether they have access to 

employer-sponsored coverage. The rule clarified that the federally facilitated exchanges may perform random sampling when 

an individual’s income is significantly lower than in previous tax filings. The state-based exchanges have the option of 

adopting the same process or accepting a self-certification.  

The rule also impacted the verification of eligibility for an employer-sponsored plan until 2015 for the 16 state-based 

exchanges (plus Washington, D.C.), citing “legislative and operational barriers.” In other words, the state-based exchanges 

may accept an individual’s self-certification and will not be required to verify with an employer whether an individual is eligible 

for an employer-sponsored plan (and whether that plan is affordable to the individual), although the state may do so. HHS will 

not perform employer verifications on behalf of the states in 2014. This guidance, however, does not relieve employers of the 

requirement to respond to an inquiry verifying coverage by an exchange in 2014, in the event a particular state or federally 

facilitated exchange is functional at that time.  

The final rule also addressed other aspects of PPACA implementation, including new Medicaid eligibility provisions, finalized 

http://www.irs.gov/pub/irs-drop/n-13-45.PDF


changes related to electronic Medicaid and Children’s Health Insurance Program (CHIP) eligibility notices and delegation of 

appeals, revised CHIP rules on substantiation of coverage to improve coordination of CHIP with other coverage, and 

amended requirements for certain benchmark plans to ensure they include essential health benefits and meet other minimum 

standards.  

CMS Final Rule  

 

Employer Receives $1.85 Million Penalty for COBRA Failures 

On June 25, 2013, the U.S. District Court for the Southern District of Indiana, in Pierce v. Visteon Corp., 2013 WL 3225832 

(S.D. Ind. 2013), found that an employer failed to send timely COBRA election notices to over 700 former employees going 

back to 2004. This resulted in a penalty of $1.85 million plus attorney’s fees. The employer utilized different third-party 

administrators (TPAs) to administer payroll, benefits and COBRA. Human resource personnel, including regional office 

representatives, would enter employee termination data into a timekeeping system, which was then to be distributed 

electronically through a data feed system to the TPA. Due to many procedural errors, several employees never received a 

COBRA election notice, while some received the notice over 400 days late. Some participants forewent medical care 

because of no insurance coverage. 

The court found that the employer did not conduct audits on the system or on the performance of the TPAs to ensure that 

participants were being properly notified of their COBRA rights. In addition, the employer did not receive reports or 

confirmations of COBRA notifications. The court found that the employer, as the plan administrator, was ultimately 

responsible for the failure to timely distribute the COBRA Election Notice. The opinion stated: 

“[The employer] cannot hide behind its TPAs because [the employer] acknowledged that it was the administrator under 

ERISA and as such, it is the responsible party…in the absence of an oversight system, the use of a TPA cannot shield the 

administrator from liability for violations of COBRA’s notification requirements.” 

The case serves as an important reminder to employers regarding their COBRA obligations. Employers should establish 

proper COBRA policies and procedures to ensure that they are meeting the appropriate deadlines and obligations, whether 

working with a TPA or not. Proper COBRA compliance will help ensure that an employer will avoid costly penalties, such as 

the ones described in this case. 

Pierce v. Visteon Corp. 

 

IRS Issues Guidance on Expiration of Health Care Tax Credit 

On July 10, 2013, the IRS updated their website with guidance addressing the expiration of the health care tax credit (HCTC). 

As background, legislation authorizing the HCTC expires on Jan. 1, 2014, and therefore the tax credit will no longer be 

available. 

The HCTC helps make health insurance more affordable for eligible individuals and their families by paying 72.5 percent of 

http://www.federalregister.gov/articles/2013/07/15/2013-16271/medicaid-and-childrens-health-insurance-programs-essential-health-benefits-in-alternative-benefit?utm_campaign=subscription+mailing+list&utm_medium=email&utm_source=federalregister.gov
https://ecf.insd.uscourts.gov/cgi-bin/show_public_doc?12005cv1325-300
https://ecf.insd.uscourts.gov/cgi-bin/show_public_doc?12005cv1325-300


monthly qualified health insurance premiums. Eligible individuals include those who have lost their jobs due to foreign 

competition and retirees (at least age 55) who worked for companies whose pension plans were taken over by the Pension 

Benefit Guaranty Corp. The HCTC can be used to offset the premiums of a variety of health insurance coverage types, 

including COBRA continuation coverage and individual policies offered by commercial insurer. 

According to the IRS website, as of Oct. 1, 2013, the HCTC program will no longer accept new registration forms for 

individuals or qualified family members who wish to be enrolled in the monthly HCTC program. The final monthly HCTC 

payment due date is Dec. 24, 2013. Therefore, beginning Jan. 1, 2014, previously eligible individuals will become responsible 

for their health insurance premiums. Because the HCTC program does not have authority to transition HCTC participants into 

any other federal health program, the IRS encourages participating individuals to contact their health plan administrator to 

discuss other options that may be available. 

IRS HCTC Guidance 

 

California 

Effective Jan. 1, 2014, the minimum spending requirement under the San Francisco Health Care Security Ordinance (HCSO) 

will increase. Employers with 100 or more employees will be required to spend $2.44 per hour, which is an increase from the 

2013 rate of $2.33 per hour. For-profit employers with 20 to 99 employees, as well as nonprofit employers with 50 to 99 

employees, will be required to spend $1.63 per hour, which is an increase from the 2013 rate of $1.55. For-profit employers 

with one to 19 employee nonprofit employers with one to 49 employees continue to be exempt from the HCSO requirement. 

Rate Announcement 

 

Delaware 

On June 19, 2013, Gov. Markell signed SB 97 into law. The new law prohibits employers from discriminating against any 

person based on gender identity with respect to compensation, terms, conditions or privileges of employment. Gender identity 

is defined as gender-related identity, appearance, expression or behavior of a person, regardless of the person’s assigned 

sex at birth. An employer must allow an employee to appear, groom and dress consistent with the employee’s gender 

identity. Additionally, insurance premiums cannot vary based on an individual’s gender identity. The law does not apply to 

certain religious employers. 

SB 97 

The Delaware Marketplace, which is the state’s health insurance marketplace, has posted a slide presentation entitled “How 

the Affordable Care Act Affects Your Delaware Small Business.” Topics include the small business exchange and the small 

business health care tax credit.   

Presentation 

http://www.irs.gov/Individuals/Expiration-of-the-Health-Coverage-Tax-Credit-(HCTC)
http://sfgsa.org/index.aspx?page=418
http://legis.delaware.gov/LIS/LIS147.nsf/vwLegislation/SB+97?Opendocument
http://www.delawareinsurance.gov/health-reform/SmallBusinessWebinar_1.pdf


 

Florida 

On June 7, 2013, Gov. Scott approved HB 1159, creating Chapter 2013-153. The law requires plans that provide coverage 

for cancer treatment medications to provide coverage for prescribed orally administered cancer treatment medications. The 

law is effective for employers that have insured group health plans issued or renewed on or after July 1, 2014. 

Chapter 2013-153 

 

Hawaii 

On June 26, 2013, Gov. Abercrombie signed HB 144 into law. The new law clarifies the responsibilities of professional 

employee organizations (PEOs). The PEO is deemed the employer for all covered employees for purposes of complying with 

all laws relating to unemployment insurance, workers’ compensation, temporary disability insurance and prepaid health care 

coverage. The PEO shall provide written notification of this responsibility to each covered employee. The law defines a “PEO” 

as any person who is party to a professional employer agreement with a client company and whose covered employees 

perform services on a long-term rather than temporary or project-specific basis. The term does not include temporary help 

services, staff leasing or other similar arrangements. HB 144 is effective July 1, 2013. 

HB 144 

 

Maine 

On June 26, 2013, SP 559 became public law without the governor’s signature. The law requires employers that sponsor 

group health plans and require employees to undergo medical or eye examinations to remove any requirement to apply 

group health plan copayments or other out-of-pocket expenses to such examinations. The law is effective 90 days after the 

Maine State Legislature's adjournment, which occurred on June 19, 2013. 

SP 559 

 

Maryland 

On July 3, 2013, the Maryland Insurance Administration posted Bulletin 13-21, addressing the renewal of grandfathered and 

non-grandfathered health benefit plans for plan years beginning after Dec. 31, 2013. While primarily of interest for insurance 

carriers, employers sponsoring fully insured policies may be interested in the bulletin as it discusses the guaranteed 

renewability of the policies and which markets can be pursued for coverage in 2014. 

Bulletin 13-21  

 

http://www.myfloridahouse.gov/Sections/Documents/loaddoc.aspx?FileName=_h1159er.docx&DocumentType=Bill&BillNumber=1159&Session=2013
http://www.capitol.hawaii.gov/measure_indiv.aspx?billtype=HB&billnumber=144&year=2013
http://www.mainelegislature.org/legis/bills/getDoc.asp?id=19766
http://www.mdinsurance.state.md.us/sa/docs/documents/insurer/bulletins/bulletin13-21-renewal-of-health-benefit-plans.pdf


Missouri 

On June 25, 2013, Gov. Nixon signed into law SB 159. According to the new law, employers that have fully insured group 

health plans may not apply higher copayments or coinsurance for services that require a prescription and are provided by a 

licensed physical therapist than copayments or coinsurance that apply to primary care physician office visits. SB 159 is 

effective Aug. 28, 2013. 

SB 159 

On June 10, 2013, the Missouri Insurance Department issued Bulletin 13-01. The bulletin is directed toward insurers and 

producers, and relates to renewal time frames for health benefit plans. According to the bulletin, in response to inquiries 

relating to the timing of health benefit plan renewals, renewal must occur not more often than annually on the anniversary of 

the effective date of the group health plan’s insurance coverage unless a longer term is specified in the policy or contract. 

The bulletin is meant to help promote consistent application and fairness in the marketplace, including both the small and 

large group markets. The bulletin likely means that policies issued, renewed or delivered in Missouri will not be able to 

change their renewal dates in order to avoid compliance with certain PPACA mandates. 

Bulletin 13-01 

 

Oregon 

On June 13, 2013, Gov. Kitzhaber signed HB 2669 into law, creating Chapter 379. The law extends certain Oregon genetic 

information bias provisions (including using such genetic information to distinguish between, discriminate against or restrict 

any rights or benefits of the employees or applicants) to interns. 

Chapter 379 

 

Vermont 

On June 7, 2013, Gov. Shumlin signed H 107 into law. The law makes a number of changes to existing Vermont law affecting 

health insurance. Effective June 7, 2013, health insurers must respond to non-urgent prior authorization requests within two 

business days (rather than the previous requirement of 120 hours). Effective for policies issued on or after Sept. 1, 2013, 

health insurers are prohibited from requiring a patient to fail on a particular prescription drug more than once before providing 

coverage for another drug and are also prohibited from requiring participants to use a prescription drug for off-label purposes. 

Effective Jan. 1, 2014, health insurers must provide coverage for a newborn child for the first 60 days following birth (an 

expansion from the previous requirement of 31 days from birth). This coverage must be provided regardless of whether the 

participant provides notice of the birth or submits additional premium. Effective for coverage beginning on or after Jan. 1, 

2014, out-of-state employers with more than 25 Vermont resident employees will be permitted to purchase health insurance 

for those employees in Vermont’s large group market. 

H 107 

http://www.senate.mo.gov/13info/pdf-bill/tat/SB159.pdf
http://insurance.mo.gov/laws/bulletin/documents/InsuranceBulletin13-01.pdf
http://landru.leg.state.or.us/13reg/measures/hb2600.dir/hb2669.en.html
http://www.leg.state.vt.us/database/status/summary.cfm?Bill=H.0107&Session=2014


On July 1, 2013, the Vermont Division of Insurance issued Bulletin No. 177 related to prohibited discrimination in health 

insurance coverage under Act 35 of 2013. According to the bulletin, effective July 1, 2013, any entity that provides health 

insurance coverage to a Vermont resident who works for an employer domiciled outside of Vermont cannot distinguish a 

marriage or civil union in a way that conflicts with Vermont law. Since Vermont recognizes same-sex marriage, this means 

that group health plans providing coverage to Vermont residents must provide coverage to civil union partners and same-sex 

spouses under the same terms and conditions as provided to opposite–sex spouses.   

Bulletin No. 177 

 

Washington 

On July 3, 2013, Gov. Inslee signed HB 2044, indefinitely delaying implementation of the family leave insurance program until 

the funding and payment of benefits is authorized under Washington state law. The law was previously delayed until October 

2012; it was originally expected to go into effect in 2009 and later amended to be effective in 2015. 

HB 2044 

 

Wisconsin 

On July 2, 2013, Commissioner of Insurance Nickel issued a bulletin related to small group deductibles. In agreement with 

PPACA, small group health insurance plans issued outside of Wisconsin’s federally facilitated exchange will be allowed to 

have a deductible greater than $2,000 for single coverage and $4,000 for family coverage if reimbursement is available to an 

employee under a health FSA. The provision applies to policies issued to non-grandfathered policies issued on or after Jan. 

1, 2014.  

Bulletin 

 

Do grandfathered plans go away in 2014? If not, what are the advantages of maintaining a grandfathered 

group health plan? 

No, grandfathered plans do not automatically go away in 2014. As background, a group health plan that was in existence on 

March 23, 2010, may be considered a grandfathered health plan. If the plan makes any of the following changes, as 

compared to the terms and conditions that were in place on March 23, 2010, the plan will lose its grandfathered status. 

 Elimination of all or substantially all benefits to diagnose or treat a particular condition 

 Increase in a percentage cost-sharing requirement (e.g., raising a coinsurance requirement from 20 percent to 25 

percent) 

 Increase in a deductible or out-of-pocket maximum by an amount that exceeds medical inflation plus 15 percentage 

points 

http://www.dfr.vermont.gov/sites/default/files/Bulletin_177.pdf
http://apps.leg.wa.gov/documents/billdocs/2013-14/Pdf/Bills/House%20Passed%20Legislature/2044.PL.pdf
http://oci.wi.gov/bulletin/0713smgrpdeduct.htm


 Increase in a copayment by an amount that exceeds medical inflation plus 15 percentage points (or, if greater, $5 

plus medical inflation) 

 Decrease in an employer’s contribution rate toward the cost of coverage by more than five percentage points 

 Imposition of annual limits on the dollar value of all benefits below specified amounts 

Therefore, grandfathered plans are not automatically terminated in 2014. A plan may maintain its grandfathered status 

indefinitely until it makes one of the changes described above.  

There are many advantages to maintaining a plan’s grandfathered status. Such plans are exempt from the following PPACA 

requirements: 

Nondiscrimination rules under Section 105(h). A fully insured grandfathered plan would be exempt from these rules, 

which may be finalized by the IRS soon. (Remember that a self-insured plan is already subject to these rules.) 

Mandated preventive care services. Grandfathered plans are not required to provide coverage for mandated preventive 

care services at no cost to participants. This includes contraceptive coverage. 

Deductible limitations. Effective 2014, small group plans are restricted from imposing a deductible greater than $2,000 for 

individuals and $4,000 for family coverage. Grandfathered plans are exempt from this requirement. 

Rating limitations. Effective 2014, the ratings for small groups may only be based on tier of coverage (family vs. single), 

rating area, age and tobacco usage. Grandfathered plans would still be experience rated, if permissible under state law. 

Out-of-pocket maximums. Effective 2014, group health plans of all sizes are prohibited from having an out-of-pocket 

maximum greater than $6,350 for single coverage and $12,700 for family coverage. Grandfathered plans would be exempt 

from this requirement. 

Appeals processes. PPACA greatly expanded a participant’s appeal rights under a group health plan, including stricter 

review deadlines and the addition of an external appeal process. Grandfathered plans are exempt from this requirement. 

Quality of care reporting. PPACA requires non-grandfathered group health plans to submit an annual report to the 

Secretary of HHS addressing plan or coverage benefits and provider reimbursement structures that may affect the quality of 

care in certain specified ways. Guidance is forthcoming on this requirement and it is currently not being enforced. Currently, a 

grandfathered group health plan may deny coverage to a child under age 26, if that child is eligible for group coverage 

through his/her own employer or a spouse’s employer. This transitional rule will expire in 2014. For plan years starting on or 

after Jan. 1, 2014, a group health plan must offer coverage to a child under age 26 regardless of whether that child is eligible 

for other coverage. This applies equally to non-grandfathered and grandfathered plans. It would not apply to a plan that does 

not already offer coverage to children. 

For more about what it means to lose grandfathered status, click here.  

 

ADA  Americans with Disabilities Act  

http://www.benefits-partners.com/nfp_life_and_benefits/hr/HCR/Losing_Grandfathered_Status.aspx


CMS  Centers for Medicare & Medicaid Services  

COBRA  Consolidated Omnibus Budget Reconciliation Act  

DOL  U.S. Department of Labor  

EBSA  Employee Benefits Security Administration  

EEOC  Equal Employment Opportunity Commission  

ERISA  Employee Retirement Income Security Act  

FLSA  Fair Labor Standards Act  

FMLA  Family and Medical Leave Act  

FSA  Flexible Spending Arrangement  

HHS  U.S. Department of Health and Human Services  

HIPAA  Health Insurance Portability and Accountability Act  

HRA  Health Reimbursement Arrangement  

HSA  Health Savings Account  

IRC  Internal Revenue Code  

IRS  Internal Revenue Service  

MLR  Medical Loss Ratio  

OTC  Over-the-counter Item or Drug  

PPACA  Patient Protection and Affordable Care Act (aka health care 

reform)  
  

 

 

 

National Financial Partners (NFP) and its subsidiaries do not provide legal or tax advice. Compliance, regulatory and related content is for general 
informational purposes and is not guaranteed to be accurate or complete. You should consult an attorney or tax professional regarding the application or 
potential implications of laws, regulations or policies to your specific circumstances. 
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