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On March 23, 2010, President
Obama signed into law the Patient
Protection and Affordability Care
Act. The Act was almost
immediately amended by the
Health Care and Education
Reconciliation Act of 2010 (the
“fix-it" bill). These two laws
(together called the Health Reform
Act) will usher in a new era for
health insurance. The changes
are numerous and complex.

The centerpiece of the Health Reform
Act is a requirement that most U.S.
citizens and legal residents have health
insurance, or pay a penalty. To provide
a means for all individuals to obtain
health insurance, the Act provides
premium assistance credits to
qualifying individuals and establishes
health insurance exchanges. Large
employers who either don’t provide
health coverage to full-time employees
or don’t cover all full-time employees
are subject to penalty. These
requirements will become effective
January 1, 2014.

To help pay for premium assistance
credits and other measures in the Act, a
number of taxes and fees are imposed
on individuals, employers, health
insurers, drug and medical device
manufacturers, and even tanning
salons. Unlike the individual mandate
for coverage, many of these taxes and
fees become effective earlier and some
are effective this year. Employers that
provide “cadillac” coverage will be
subject to a penalty tax beginning in
2018 in an amount equal to 40% of
the value of the coverage over
prescribed thresholds.

The Act also imposes a number of
requirements on group health plans
and insurance policies. Many of these
requirements will become effective
January 1, 2011. However, an
important exception allows group
health plans that were in effect on
March 23, 2010 to escape some, but
not all, of these requirements.

For most employer-sponsored group
health plans (including those that were
in effect on March 23, 2010), the

following provisions will become
effective January 1, 2011:

* A ban on pre-existing condition
exclusions for children under age 19;

¢ A ban on lifetime limits and
unreasonable annual limits on the
dollar value of essential benefits;

e A requirement that dependent
coverage be continued for an
unmarried child until he or she
attains age 26; and

e A ban on the use of flex plan dollars
for reimbursement of over-the-
counter drugs.

Effective immediately is a requirement
that an employer with 50 or more
employees provide an employee who is
a nursing mother with a reasonable
break time and private place where she
may express breast milk. The
requirement also applies to employers
with fewer than 50 employees unless it
would impose an undue hardship on
the employer.

The enclosed charts summarize most of
the provisions of the Act that can be
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expected to affect employers and
employer-sponsored group health
plans. The charts are divided into the
following three categories:

1. A summary of coverage, reporting
and other requirements applicable
to employer-sponsored group
health plans;

2. A summary of the penalties imposed
on large employers who fail to
provide adequate or affordable
health coverage to full-time
employees; and

3. A summary of revenue-raising
measures and related
reporting requirements.

The various effective dates of each
provision are included in the attached
summaries, together with some
observations for employers to consider
when evaluating the impact of the Act
on their group health plans.

To discuss how the Act affects your
group health or flex plan, please
contact one of the attorneys in our
Employee Benefits and Executive
Compensation Practice.

Andrew E. Graw
973 597 2588
agraw@lowenstein.com

Christine Osvald-Mruz
973 597 2440
cmruz@lowenstein.com

Richard Plumpton
973 597 6168
rplumpton@lowenstein.com

Karen W. Scheffler
973 597 2578
kscheffler@lowenstein.com

Lowenstein Sandler makes no representation or warranty, express or implied, as to the completeness or accuracy of the Alert and assumes no responsibility to update the Alert based
upon events subsequent to the date of its publication, such as new legislation, regulations and judicial decisions. Readers should consult legal counsel of their own choosing to discuss
how these matters may relate to their individual circumstances.
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