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IT PUTS KROGER AT THE 
LEADING EDGE OF A 

GROWING MOVEMENT TO 
RESTRICT OR ELIMINATE 

SPOUSAL COVERAGE. 
 

EXPERTS SAY TWO 
FORCES ARE DRIVING 

THE CHANGE ON 
SPOUSAL BENEFITS: THE 
CONTINUING INCREASE 

IN HEALTH CARE   COSTS 
AND THE 

IMPLEMENTATION OF 
PRESIDENT BARACK 

OBAMA’S AFFORDABLE 
CARE ACT. 

 
“AS COSTS GO UP, 
YOU’RE GOING TO 

COVER LESS BENEFITS 
OR LESS PEOPLE,”  

 
 “IT COMES DOWN TO 

MATH.” 
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Health Care Reform Timeline 

 



Timeline:  Enacted 

2010 
• Enacted 

March 23, 
2010 

 

• Early Retiree 
Reinsurance 
Program 
(ERRP) 

 

• Federal 
matching 
funds for state 
Medicaid 
expansion 

2011 
• Coverage adult 

child to age 26 
 

• Annual / lifetime 
limit restrictions 

 

• Preventive care 
mandates 

 

• No pre-x limit 
under age 19 

 

• External review 
 

• No retroactive 
rescission  

2012 
• W-2 reporting 

coverage cost 
[employers with 
250+ Forms  
W-2] 

 

• Medical loss 
ratio 
requirements 
for insured plans 

 

• SBC notices 

2013 
•  Flex Plan limit 

reduced to $2,500 
 

•  Increase 
Medicare HI tax 
on high income 
earners 
 

• PCORI fee on 
health insurance 
 

• Excise tax on 
medical device 
manufacturers 
 

• Exchange notices 
to employees 
Exchange notices 
to employees 



Employee Notification of Exchange Example 
 



Timeline: What’s Next 
2014 

• Health 
insurance 
exchanges 

• Employer/ 
individual 
mandate 

• Low income 
premium 
subsidy 

• Transitional 
reinsurance fee 

• Health 
insurance 
industry tax 

2014 
• Maximum 

waiting period 
90 days 

• No pre-x limits 
• Coverage of 

patient cost in 
clinical trials 

• Max deductible 
$2,000/$4,000 
and out of 
pockets limits 
$6,350/$12,700
** 

• HIPAA wellness 
incentive 
increase 

2015 
 

2018 
• Excise tax on 

high cost plans 
(Cadillac tax) 

Employer/ 

Honor System 

•Employer 
mandate 

** Deductible limit n/a to self funded plans 

Max deductible 
$2,000/$4,000 
and out of 
pockets limits 
$6,350/$12,700 



State Health Insurance Exchanges 

 



Health Insurance Exchanges 

2014: State exchanges allow individuals 
and small employers to choose from a 
menu of insurance plans  

– Exchange plans must offer “essential health 
benefits”  

– Federal subsidies will be available to help 
low income individuals and families buy 
coverage  

2017: States may allow large employers to 
buy through Exchanges  



State Exchange Core Functions 
• Consumer Assistance: Navigator program; online plan 

comparison tools; toll-free information line 
• Plan Management: Certify qualified health plans; 

oversight of plans  
• Eligibility:  

– Verify eligibility, including premium tax subsidies; 
connect applicants to Medicaid and CHIP if eligible  

– Use data services hub to connect to federal data 
sources (IRS, Social Security, Homeland Security)  

• Enrollment: Facilitate enrollment in qualified health plans  
• Financial Management: Process premiums; ensure 

stabilization of premiums through reinsurance and risk 
adjustment  



Exchange Options 

• State Exchange: State establishes and runs the 
Exchange 

• Federally Facilitated Exchange (FFE): Federal 
government runs the state exchange  

• Partnership Exchange: A form of FFE, with 
division of eligibility, enrollment, plan 
management, consumer assistance, and 
financial management functions between state 
and federal governments 

• Private Exchange: Insurance marketplace similar 
to public exchanges – no federal subsidies 



2014: Health Insurance Exchanges 

Data Source:  Kaiser Family statehealthfacts.org 



State Exchange Benefit Levels 

Platinum: 90% of the full actuarial value 

Gold: 80% of the full actuarial value  

Silver: 70% of the full actuarial value (basis for subsidy)  

Bronze: 60% of the full actuarial value  

Young Invincible: (catastrophic plan individuals under 30)  







 84% of U.S. employers report they are 
very likely to or definitely will continue 

to provide health insurance for full-time 
employees after state exchanges open 

in 2014. 

International Foundation of Employee Benefit Plans 



SHOP vs. Individual Exchange 

Individual Exchange 

• Open to individuals who are 
citizens or legal residents 

• Individual buys through home state 
exchange  

• Federal subsidies available to help 
low income individuals/families 
buy coverage 

• Individuals eligible for affordable 
employer-sponsored coverage or 
other public assistance plan do not 
qualify for federal subsidies  

Small Business (SHOP) Exchange 

• Open to small businesses  in 2014 

• States may allow large employers to 
buy beginning in 2017  

• Employer buys through:  
− State where employer has principal 

place of business, or  
− States where employees have their 

principal worksite  

• No federal subsidies to help 
employees buy coverage  

• Small employer tax credit: 
− 25 or fewer employees  
− Average annual wages less than 

$50,000 

Two separate Exchanges - states can merge into one 



State Exchange Timeline 

March 
2014 

December 
2013 

October 
2013 

Late 
Summer 

2013 

Exchange 
notice to 
employees 

Initial open enrollment period 
from October 1, 2013 through 
March 31, 2014 

Annual open enrollment from 
October 15 through December 7.  
Coverage effective January 1 of 
the following year. 



Pay or Play 

 



Individual Mandate 

 Individuals must maintain medical 
coverage or incur a penalty of: 
– 2014: $95 per adult and $47.50 per child 

(up to $285 for a family) or 1.0% of 
household income 

– 2015: $325 per adult and $162.50 per 
child (up to $975 for a family) or 2.0% of 
household income 

– 2016 and beyond: $695 per adult and 
$347.50 per child (up to $2,085 for a 
family) or 2.5% of household income 

  
 



Federal Premium Subsidy 

• Helps low-income individuals and 
families purchase coverage through a 
state health insurance exchange 

• Eligibility: 
– Citizen or legal resident 
– Between 100% and 400% of Federal 

Poverty Level (FPL) 
– Not eligible for Medicare or Medicaid 
– Not eligible for affordable employer-

sponsored health coverage 



Employer Mandate 

Large employer? 

Offer medical coverage? 

Is coverage adequate? 

Is coverage affordable? 

No penalty 

Yes 

Yes 

Yes 

Yes 

50 or more 
FTEs 

Meets minimum 
essential benefit  

Cannot exceed 9.5% 
of household income  



Employer Mandate 

Large employer? 
• Not subject to mandate if fewer than 50 FTEs 
• FTE definition based on 30 hour work week 
• Combination of full time and part time 

employee hours for FTE calculation 
• Average number of FTEs each month in the 

year 
• Transition for 2014: use any 6 consecutive 

month period in 2013 for 2014 large 
employer determination 



NTCA website Health Care Reform Resource Center 
 



Employer Mandate 

Is coverage adequate? 
• Plan offered should provide minimum 

essential coverage 
• Coverage pays at least 60% of typical 

covered health care expenses 
• Minimum value calculator available online 

from IRS and HHS 



Employer Mandate 

Is coverage affordable? 
• Employee cost of single coverage may not 

exceed 9.5% of household income 
• Safe harbor methods for employer to 

determine affordability 
• If not, penalty is $3,000 for each FTE 

receiving the tax credit 



Affordability Standard 

• Safe harbor methods to demonstrate employee cost 
is affordable: 
– Form W-2: employee cost not to exceed 9.5% of wages 

as reported in Box 1 
– Rate of Pay: employee cost not to exceed 9.5% of 

monthly wage – hourly rate of pay x 130 x 9.5% 
[$10/hour x 130 x 9.5% = $123.50] 

– Federal Poverty Level: employee cost does not exceed 
9.5% of FPL for single individual  [Roughly $90/month] 

• Apply to household income definition for the 
employer mandate penalty, not federal premium 
subsidy eligibility  

• Affordability relates to the cost of self-only coverage 
for lowest cost option plan 
 



Evaluate Penalty Risk 

• Does your company employ 50 or more 
full time employees? 

• Does your medical coverage meet the 
minimum essential coverage test? 

• Does your employee cost of coverage 
meet the affordability test? 

• Is coverage offered to at least 95% of 
FTEs, including variable hour 
employees? 

 



Cadillac Plan Excise Tax 
40% excise tax on aggregate cost of employer-sponsored 

coverage for each individual that exceeds annual limit 

• Health coverage (employee & employer paid), health FSA 
contributions, employer HSA contributions 

• Excludes stand alone dental, vision, critical illness, and 
hospital indemnity plans 

Coverage 

• Calculated similar to COBRA premium 
• Separate rates for individual and family coverage Cost 

• $10,200 individual / $27,500 family adjusted by “health cost 
adjustment percentage” and indexed to inflation 

• Higher limits for retirees between 55 and 65 

Annual 
Limit 

• Aggregate cost of health coverage  single employee = $11,500 
• $1,300 over threshold 
• Excise tax = $1,300 x 40% = $520 

Example 





The Cost 

 
2011 - 2.6 Trillion or 17.7% GDP 
 
 
2020 - 4.6 Trillion or 20% GDP 

 

Source: Congressional Budget Office  



Projected 2014 Medical Inflation 
 

6.5% 

PwC's Health Research Institute - Factors affecting 2014 Medical Cost Trend 
 
 





Affordable Care 
Act Mandates 

Differences among 
health plans 



Lifetime 
Limits 

Annual 
Limits 

Pre-existing 
Conditions  



Apples to Apples 



Source:  Towers Watson  Health Care Changes Ahead Survey 2013 



Healthcare Cost Reduction Tactics  

• Implement or increase Cost Sharing 
arrangement  

• Plan Design Changes - PPO 

• Select Base Plan and allow EEs to upgrade 

• High Deductible Health Plans 



The average employee’s share of 
health care costs has increased more 

than 50% since 2008. 

www.shrm.org/hrdisciplines/benefits/Articles/Pages/Health-Premiums-2013.aspx 
 







“I am willing to bear more of the cost of 
my benefits in order to have a choice of 

benefits that meets my needs.” 

MetLife’s 11th annual Study of Employee Benefits Trends 



“Having benefits customized to meet my 
needs would increase my loyalty to my 

employer” 



What plans are companies using? 

44% 

52% 

5% 

% of Employees 

PPO 
Indemnity 
HDHP 



How many plans do they offer? 

0% 

5% 

10% 

15% 

20% 

25% 

30% 

35% 

40% 

1 Plan 2 Plans 3 Plans 4 Plans 5 Plans 

% of Companies 

% of Companies 



What deductibles do you see? 

62% 

33% 

4% 

0% 

50% 

17% 

29% 

5% 

0% 20% 40% 60% 80% 

Under $500 

$500 to $1000 

$1,001 to $2,000 

More than $2K 

Family 
Single 



GHP Rate Increase vs.  
Small Group Rate Increase 
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*2013 Data Not 
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Average Small Group 
Rate Increase



(ABHP) Account Based Health Plan 

HAS – Health Savings Acct  

• Must  be enrolled in a 
HDHP 

• ER and EE contributions 
• Tax preferred treatment 
• Portable to EE 
• Balance is cumulative 
• Investments w/in acct 
• Must be used for eligible 

expenses 

HRA – Health Reimbursement Acct 

• No HDHP requirement 
• ER contributions only 
• Tax preferred treatment 
• Employer retains unused 

funds 
• Typically used to ‘buy down’ 

a higher deductible 
• Cannot provide first dollar 

coverage 
 



Health Care Reform: Resources 

• Health Care Reform Resource Center 
available on the NTCA website 
– Employer’s Guide to Health Care Reform 

 

• HealthCare.gov – U.S. Department of 
Health & Human Services 
 

• Laurie Simpson                                        
Member Relations Mgr. - NTCA 
 

 



NTCA website Health Care Reform Resource Center 



Questions 



Important Information 
• This presentation provides a summary of  

NTCA’s benefits program and plan provisions. 
 

• The plan specifications provide the final 
authority on plan requirements and benefits. 
 

• In the event of discrepancies in the material 
included in this presentation or stated by the 
presenter, the provisions in the official plan 
documents are the governing authority. 
 

• Reproduction or use of this presentation is 
prohibited without consent from NTCA. 
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