|

December 2015

INSURANCE SERVICES

Delivering essential employee benefit and commercial insurance
information to customers and our members
AFFORDABLE CARE ACT Q&A

Reporting Requirements for Health Plans Explained
THE IRS has issued final regulations for
employers to report their health insurance
outlays starting in 2016.
“Applicable large employers” (ALEs) under
the ACA will use Form 1094-C and Form
1095-C to satisfy reporting requirements
under Sections 6055 and 6056.
ALEs are those with 50 or more full-time
and full-time equivalent employees in the
previous calendar year.

Accounting Today recently hosted a seminar
to clear up confusion about ACA reporting.
For the benefit of our readers, we feature
the following Q&A from that event.
Question: When determining if an
employer is an ALE for 2015 reporting,
which year’s employee count must it use?

Answer: 2014. Whether an employer is an
ALE is determined each calendar year, and
generally depends on the average size of an
employer’s workforce during the prior year.
Question: If two or more companies have
a common owner or are otherwise related,
are they combined for purposes of determining whether they have enough employees
to be considered an ALE?
Answer: Yes. If the combined total meets
the 50 full-time equivalent threshold, then
each separate company is considered an
ALE. Each individual firm would be responsible for filing Forms 1095-C for its employees, along with its own authoritative Form
1094-C.

Question: If an ALE does not offer coverage to its employees, is it required to file
Form 1095-C?
Answer: Yes. Form 1095-C must be filed
regardless of whether the ALE offers coverage or the employee enrolls in any coverage
offered.
Question: If an employee waives coverage
from an ALE, does the ALE need to file Form
1095-C for this employee?
Answer: Yes. Form 1095-C must be filed
regardless of whether the ALE offers coverage or the employee enrolls in any coverage
offered.

DEADLINES
If filed on paper, forms must be
mailed no later than February 28,
2016. If filing is done electronically,
the due date is March 31, 2016.
An employer filing 250 or more 1095C forms must file electronically.
Employers are also required to furnish a copy of Form 1095-C to each
covered individual by Jan. 31, 2016.
Copies must be submitted to the IRS.
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TREATING INJURED WORKERS

Medical Marijuana Complicating Workers’ Comp
WHILE INSURERS and employers have
expressed concern over the rise of medical
marijuana in the context of workers’ comp,
some experts and new research suggest it
could reduce the use of controversial and
highly addictive opioids to treat pain.
There is a growing consensus in the workers’
comp community that any treatment that
can reduce the use of opioids is worth considering. Studies have found that long-term
use of opioids to treat pain often increases
the cost of claims, as well as keeping many
workers off the job longer than usual.
But there are also concerns about using
marijuana to treat injured workers: It’s still
illegal under federal law, and it may be
detrimental to a worker’s efforts to return
to work after the injury has healed.
The U.S. Food and Drug Administration has
not approved pot for treating any medical
condition.
Scientists have confirmed that the cannabis
plant contains active ingredients with therapeutic potential for relieving pain, controlling nausea and stimulating appetite, and
in the workers’ comp arena, chronic – and
especially neuropathic – pain stands out as

an issue that insurers must address.
State courts are the battleground for using
medical marijuana to treat injured workers.
In New Mexico, the state Court of Appeals
has ruled three times since 2014 that medical marijuana is “reasonable and necessary”
for injured workers, and that it should be
covered under workers’ comp.
MUST INSURERS PAY FOR POT?

It has yet to be determined whether the
answer is affected by state or federal regulations. Even in states in which marijuana use
is legal for medical purposes, laws may not
require insurers to pay for it.
In a situation in which the employer or
insurance provider is located in a state that
does not allow for medical marijuana and
chooses to pay for its use for an employee in
a state in which it is allowed, the employer
may find themselves in violation of their
own state’s laws, as well as federal law.
In the states where the law permits the use
of marijuana for medical purposes, legal
protection is afforded to patients diagnosed
with a variety of illnesses. Generally,
these include pain relief, particularly of

neuropathic pain, nausea, spasticity,
glaucoma, and movement disorders.
Legislation varies widely, and can be as
vague as that in California, which reads,
“Any debilitating illness where the medical
use of marijuana has been ‘deemed appropriate and has been recommended by
a physician.’”
On the other hand, “Marijuana has the
potential to cause or exacerbate problems
in daily life, including increased absences,
tardiness, accidents, workers’ compensation
claims and job turnover,” according to the
National Institute on Drug Abuse.
Marijuana is classified as a Schedule I drug,
meaning it has a high potential for abuse
and no currently accepted medical use in
treatment in the United States.
WHAT EMPLOYERS CAN DO

• All employers should have a drug policy
in place, which must be re-evaluated regularly to ensure compliance with the law.
• Paying for medical marijuana under
workers’ compensation is a gray area and
could have repercussions. Until the laws
are clarified, payment should be under the
direction of the state board. In addition,
each case must be reviewed individually.
• When an employee returns to work
after being treated with marijuana, keeping
them and other employees safe should be
the primary concern.
Although this should also be considered
when an employee is treated with any
medication, extra caution is needed due
to the fact that marijuana use is still illegal
under federal law.
• Employers should review their workplace
and employment policies to incorporate
changes as they occur.
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WHY VMA INSURANCE

Coverage for liability, auto,
property, management, workers’
compensation and more

Medical, dental, vision, life,
disability, executive
reimbursement and more

VMA Insurance Services offers
preferential group rates and other
cost-saving benefits

HEALTH PLAN AUDITS

Probe Triggers and What Auditors Look for
AS THE Affordable Care Act takes hold further, government agencies
are stepping up their audits of health plans across the country.
With many employers still unclear over exactly what they need to
do to fully comply with all the sections of the ACA – from providing
affordable insurance to reporting on their plans – the risk is great
that you may be found not in compliance at least in some area.
There are three government agencies responsible for auditing
health plans, and they all have different areas of responsibility.
While one entity may audit an employer, all three are cooperating
and sharing information. This has implications for employers.
For the purposes of this article we will be focused on the audits that
are most likely to happen, and the main triggers for these audits.
DOL AUDITS

• Adult children – The ACA requires group health plans to
allow enrollees to keep grown children up the age of 26 on their
family coverage. The Department of Labor requires a sample of the
written notice describing enrollment rights for dependent children
up to age 26 who have used the plan since September 23, 2010.
• Rescission of coverage – If a plan has been rescinded,
the DOL requires a list of all affected enrollees and a copy of the
written notice 30 days in advance of each rescission.
• Grandfather status – Employers that are retaining grandfathered plan status must provide documentation to substantiate
that status, as well as a copy of the required annual notice distributed to participants advising of the plan’s grandfather protections.
It’s been reported that the DOL seems to have a general disregard
for grandfathered plans and may give them extra scrutiny.

Auditing Agencies
Department of Labor
• ACA
• Employee Retirement Security Act
• Health Insurance Portability and
Accountability Act

Department of Health and Human Services
• Summary of Benefit Coverage compliance
• HIPPA privacy, security and breach notification rules
• Medicare secondary payer

Internal Revenue Service
•
•
•
•

ACA (also including reporting)
Misclassification of workers as independent contractors
COBRA issues
Tax issues concerning employee benefits

• Waiting periods – The ACA bars employers from requiring that
new hires wait more than 90 days before they are offered health
insurance. Expect an audit if you are not complying with these rules.
IRS AUDITS

• ACA reporting – Employers are required to self-report their
efforts to offer full-time employees compliant health insurance coverage. Failure to comply with the reporting requirement may result
in penalties of $100 per incident, up to $1.5 million. Employers need
to make sure that they comply with these reporting requirements.
Also, there are assessments exceeding $3,000 a year per worker
if the coverage you are offering your employees is not affordable.
Even if you are offering what you think is affordable coverage
to all of your workers, because people are paid different wages,
coverage may not be affordable to those who are paid the least.
• Not tracking hours – The standard for discerning if an individual is a full-time employee is that they work more than 130 hours
a month. If you have part-time employees whose hours vary month
to month, it’s going to be difficult to gauge who is a full-timer.
The IRS lets firms use a few different methods for tracking hours
for the purposes of the ACA, but the variable-hour tracking method
is the most complex and may invite additional IRS scrutiny.

The Takeaway: Be Prepared
The key to passing an audit is preparation.
VMA Insurance can work with you to ensure that you have
the proper supporting documentation in place in case you
are contacted for an audit.
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New Rules Reduce Effects of Single Claim

NEW RULES will reduce the effects of a single claim on small employers’ workers’ comp premiums, addressing an issue that has caused big spikes in many firm’s premiums.
The Workers’ Compensation Insurance Rating Bureau promises “reduced volatility and flexibility
for simplifying the experience rating formula in future years.”The new rules take effect in 2017.

CURRENT METHOD

METHOD IN 2017

One claim that costs more than
$7,000 can have an outsized
effect on a small firm’s premium.

An employer’s experience rating will put greater
emphasis on the number of claims incurred,
and de-emphasize the cost of one claim.

ONE CLAIM HURTS

CLAIM FREQUENCY MATTERS
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