

























































































- Key Personnel

Angela L. Garner, Executive Vice President
Multiple years in the insurance industry servicing large key accounts. Over 18 years working in the

public sector. Masters in Business Administration. Certified Employee Benefits Specialist (CEBS) with

GBA and RPA designations. Bachelor of Science in Business Administration with a major in Finance.
Member of National Association of Health Underwriters.

Daniel R. Skiver, Vice President

Over eight years working in the insurance industry serving government accounts designing and
implementing health, life, and disability benefits. Over ten years municipal government experience
with six+ years as County Administrator/Chief Administrative Officer. Masters in Public
Administration. Bachelors in Political Science.

Matthew Clark, Vice President, Worksite Wellness Specialist

Prior Key Account Manager for BCBS and Wellness and Care Management Consultant. Prior
experience with Health Plan Accreditation and Manager of Health Management Programs. Masters
of Public Administration in Healthcare Administration and Bachelor of Science in Health Promotion,
Prevention and Rehabilitation.

Melissa S. Alcock, Account Manager
Multiple years in the insurance business servicing small, mid, and large accounts in the public

sector. Masters in Business Administration. Bachelor in Business Administration. Currently
working towards CEBS certification, including the GBA and RPA designations.

Brandon Weslock, Account Manager

Multiple years experience working with union members with daily operations, and lean
implementation projects. Multiple years experience in the insurance industry serving governmental
accounts designing benefit packages. Masters in Business Administration, and a Bachelors degree
in Engineering Technology Management. Certified Six Sigma Green Belt, and CEBS certification in

progress.

Judy Robinson, Account Service Representative

Over 30 years experience working within the insurance business at the capacity of Team Leader,
Production Control Specialist and Account Service Representative. Specializing in resolving
claim/billing issues within a timely manner.

Olga Roberson, Account Service Representative

Over 20 years working within the insurance business at the capacity of Account Service
Representative and Customer Service Representative. Specializing in resolving claim/billing issues
within a timely manner.

Rebecca Castillo, Account Service Representative
Over 18 years working within the insurance business at the capacity of Account Service
Representative and Customer Service Representative. Specializing in resolving claim/billing issues

within a timely manner. ‘
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Jessica Tucker, Account Service Representative
Worked in the medical field for multiple years. Assists personnel in their day-to-day business.
Specializing in resolving claim/billing issues within a timely manner.

Jennifer Moore, Account Manager/Benefits Analyst

Over ten years in the insurance industry working with multiple carriers including 7 years in small
business with Priority Health. Specializing in marketing benefits and providing communications to our
clients.

Sophia N. Snow, Benefits Analyst
Over seven years municipal government experience. Bachelor of Science in Business Administration
with a major in Accounting.

Michael Reynolds, Benefits Analyst

Over three years in the insurance industry working with multiple carriers. Specializing in marketing Dgc
benefits, creating renewals and providing communications to our clients. S
o
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Leslie Bilodeau, Benefits Analyst <
Works with future and potential clients in analyzing their benefit programs and requesting, &
processing and making recommendations for benefit plans. o
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ANGELA L. GARNER, MBA, CEBS, GBA, RPA
1605 Concentric Blvd., Suite #1
Saginaw, Ml 48604
(989) 249-5960 ext. 457 (Office)

(866) 421-0478 (Toll Free)

(989) 714-6592 (Cell)

(989) 607-2070 (Direct Fax)

(989) 249-5966 (Main Fax)
agarner@BBCMich.com

EDUCATION

May 2010 Certified Employee Benefits Specialist (CEBS) designation including

May 2010 Retirement Plans Associate (RPA)

Dec 2008 Group Benefits Associate (GBA)

May 2001 Master of Business Administration, Central Michigan University, Mt. Pleasant, Mi.

May 1995 Bachelor of Science in Business Administration, Central Michigan University, Mt.
Pleasant, Ml. Major in Finance, Double Minors in Global Business and Spanish. Honors
Program Graduate

EXPERIENCE

2010-Present Brown & Brown of Central Michigan, Inc.. Saginaw, Mi

Executive Vice President. Chief Operating Officer, Responsible for the development and monitoring of
existing and new key municipal accounts including the analysis of current programs, recommendations for
changes in plan design, review of current costs and projecting future costs. Oversee day to day operation of
office and management of employees and staff.

2004-2010 Public Employee Benefits Solutions. Saginaw, Ml

Vice President. Responsible for the development and monitoring of existing and new municipal accounts
including the analysis of current programs, recommendations for changes in plan design, review of current
costs and projecting future costs. Responds to any inquiries or requests for services as appropriate. Trouble
shooting and problem solving as requested by client or company principals.

1999-2004  County of Saginaw. Saginaw, M|

Management Assistant. Planned, organized, directed and controlled reports, presentations and documents
that supported and benefited the County as a whole and gave form to the activities, actions and strategic
planning in which the County endeavored. Served as County’s Contract and FOIA Administrator. In charge
of administration over the Saginaw County Event Center including $14.3 million renovation of facility and web
site. Wrote successful grant for an additional $50,000 in renovations for Heritage Theater.

1997-1999  Neighborhood Renewal Services of Saginaw, Inc. Saginaw, MI

Accountant/Property Management. Monthly reconciliation of 5 bank accounts; AP/AR, coliections, payrol,
general ledger, trial balance, housing and credit counseling, screened loan applicants, deed preparation,
cleared title work, performed title searches, accessed public documents. Knowledge of CDBG, HMDA,
MSHDA, and HUD funding reporting and requirements. Wrote grant that funded $3,550 for new computer
equipment.

1995-1997 Bob Evans Farms, Inc. Owosso, Ml
Restaurant Manager. Directed, operated, and controlled a full-service restaurant and its crew. Complete
knowledge of computer inventory, ordering and payroll systems. Hired and trained employees. Managed
food and labor costs to maintain at or below company goals. Involved with staffing, training, and construction
of a new restaurant. ‘
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1992-1995  Alpha Phi Omega. Central Michigan University, Mt. Pleasant, MI

Vice-President of Service. Service Chair and Grievance Chair. Developed, created, organized and ran
service projects for over 100 members of a service fraternity. Held many contacts and conducted activities

with other service organizations in the Mt. Pleasant community.

1992-1995  Student Book Exchange. Mt. Pleasant, MI

Developed skills in employee supervision; training; customer service; purchasing; inventory; preparing

computerized reports and flyers; accounting; and sales.

ADDITIONAL TRAINING

State of Michigan Producer License for Life, Accident and Health

Fund Accounting Survey Research Web Site Development
Loan Servicing and Collections Credit Collections Impacts of Credit Scoring
Compliance with Mortgage Regs Internet Training

MEMBERSHIPS and AFFILIATIONS

Saginaw County Chamber of Commerce

Agent Advisory Council — HealthPlus of Michigan

Platinum Agent —Blue Cross Blue Shield of Michigan

Elite Agent - Priority Health

National Association of Health Insurance Underwriters
Michigan Association of Health Insurance Underwriters

Past Member, Michigan Association of County Administrative Officers
Leadership Saginaw 2002

Leadership Saginaw Alumni Board and Selection Committee
Past Secretary -The Dow Event Center Advisory Board
Saginaw County Vision 2020-1000 Leaders Training

Past Member, Tri-County Economics Club

Food Sanitation Certification
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DANIEL R. SKIVER
1605 Concentric Bivd., Suite #1
989-249-5960, extension 456

Cell - 989-277-6410

EDUCATION Masters of Public Administration, Western Michigan University

Bachelor of Science in Public Administration, Western Michigan University
EXPERIENCE
BROWN & BROWN OF CENTRAL MICHIGAN, INC. DBA PUBLIC EMPLOYEE BENEFITS SOLUTIONS,
VICE-PRESIDENT, (August 2010 - Present)

ACCOUNT MANAGER, (May 2006 — August 2010)
Serve as account manager for Large and Key Accounts. Responsible for assisting a wide range of public

entities from 10 to over 1100 employee and retirees with designing and administering health, dental, vision, S
life, disability, and other group benefit programs. E‘:’

x
GRATIOT COUNTY ADMINISTRATOR (October 1999 to May 2006) =
Served as Chief Administrative Officer and Chief Fiscal Officer for the County of Gratiot. Responsible for §
management of a $30 million budget and administration of the County with 170 employees and retirees.
Served as the chief advisor to the Board of Commissioners to achieve policy, fiscal and service goals in all g
areas of county government. &

<
PURCHASING/RISK MANAGER (December 1997 - October 1999) 2
Served as Purchasing Manager and Risk Manager for the County of Saginaw. Drafted all RFP’s and 2

c

administer over 200 vendor contracts. Managed Self-Insurance Program. Responsible for coordination and
defense of all liability claims brought against the County.

MANAGEMENT ASSISTANT (January 1997 - December 1997)

County of Saginaw Controller's Office. Worked directly with Controller/Chief Administrative Officer on wide
variety of projects including but not limited to retirement, program evaluation, budgeting, finance, and union
negotiations.

HEALTH AND LIFE INSURANCE CONTINUATING EDUCATION
Inciludes COBRA, Consumer Directed Health Care and Ethics and Ethical Dilemmas

MEMBERSHIPS Past Member, Michigan Association of County Administrative Officers Board of
Directors
Past Member, Gratiot Area Chamber of Commerce Board of Directors
Past Member, Greater Gratiot Development Board of Directors
Past Member, Gratiot County Community Strategic Planning Board

PUBLICATIONS ‘Working Together, A Consideration Worth Dollars”, Michigan Association of Counties
(MAC) Newspaper
“A Study of Urban Michigan Counties”
“Mental Health Authority Issue Analysis for Saginaw County, Michigan”

ACHIEVEMENTS

& Brown of Central Michigan. Inc. 1605 Concentric Rivd. Ste 1

Assisted with a proposed $200 million project between developer, MEDC, local EDC, Gratiot County, and
North Star Township for proposed electrical generating facility in North Star Township including zoning
ordinance amendments, press releases, public relations, and property tax issues. Project was estimated to
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increase General Fund tax revenue for Gratiot County by $280,000 after all tax abatements upon completion of
project.

Oversaw the administration and property sales within the Gratiot County Renaissance Zone/Industrial Park.
Successfully bargained Police Officers Labor Counsel (POLC) and Governmental Employees Labor Counsel
(GELC) labor agreements. Contracts allowed Gratiot County to consolidate health plans from five to two and
refinance health insurance premiums saving an estimated $125,000 annually. Contracts also allowed Gratiot
County to implement a defined contribution retirement plan for all new employees.

Reduced structural budget deficit in the Gratiot County General Fund from $2.1 million (23% of budget) to
$575,000 (7% of budget) by implementing a new pension system, restructuring health insurance financing,
refinancing existing debt, revising liability, life, disability and dental insurance plans, reducing appropriations to
outside agencies/funds, reducing or eliminating non-mandated services, increasing service fees and
eliminating 10% of General Fund staffing.

Converted pension system for all new employees from a defined benefit plan to a defined contribution plan
which reduced annual payments by over $90,000 or 15% at time of conversion. Annual pension system
payments were $600,000.

Restructured financing of Gratiot County health insurance plans for all employees from fully insured to self-
funded for 16% annual savings at time of conversion.

Revised Gratiot County property/casualty, life, disability, and dental insurance policies saving $19,000 or
13%.

Coordinated the community partners in the strategic planning effort to complete the Leadership Gratiot
program. The first community leadership program in over 10 years. Efforts involved the local school system,
chamber of commerce, collaborative council, economic development, and local municipal government.
Developed first Gratiot County Comprehensive Policy Manual. Included complete updating of all personal
policies and creation of over 20 new policies.
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MATTHEW CLARK
1605 Concentric Blvd., Suite #1
989-249-5960, extension 463
Cell - 810-931-2994

Innovative goal oriented professional with excellent interpersonal communication, leadership and account management
experience.

Leadership: Consistently selected to assume leadership/management roles. Proactively
approach business challenges, applying problem-solving skills, persistence, teamwork and resourcefulness to
achieve positive results. Experience includes department management; change facilitator; trainer and
implementation lead.

Project Management: Ability to manage and monitor multiple projects simultaneously by
establishing project plans and objectives to ensure goal attainment within defined parameters. Experience
includes Key and large group account management, accreditation management, product development and
implementation.

Business Development Adept in developing and executing strategies that increase awareness;
identify and capitalize on growth opportunities through analysis, product expertise and sound business instincts.
Experience includes RFP completion, worksite wellness plan design.

PROFESSIONAL EXPERIENCE

Brown and Brown of Central Michigan
Vice President/Worksite Wellness Specialist May 2013 - Present
¢ Responsible for the development and successful acquisition of new business revenue, retention of existing book
of business, and the development and implementation of wellness programs.
¢ Contact and qualify prospective and existing clients and explains features and merits of products offered,
recommending benefit and product design based on analysis of prospect/clients circumstances.
o Develop long term relationships with clients and carriers.
Advise, educate and make recommendations for accounts and market updates.
¢ Solicit and evaluate proposals from all available health, life, and disability, ancillary carriers, explain the product
or policy to the client.
o Identify best practices related to employee health and weliness initiatives.
¢ Working closely with the Strategy and Delivery teams to build and implement successful employee engagement
and wellness initiatives for clients.
¢ Researching wellness resources, writing content and developing custom communication pieces relating to
health and wellness initiatives.
e Analyzing Health Risk Assessment data to implement appropriate initiatives tailored to individual needs.

Blue Cross Blue Shield of Michigan, Detroit, MI.
Key Account Manager 2011-May 2013
= Develop, implement and maintain effective and efficient face-to-face contact with executive level account
management and decision-makers.
= Interface with various levels of internal and external customers explaining marketing concepts, resolving
complex problems and administrative issues, and discussing proposals and retention activity.
» Identify and recognize individual customer characteristics, understand the decision-making process and gain
trust from all labor, management, governmental decision-makers and independent agents.
= Provide the customer with information related to alternative methods of healthcare delivery (e.qg., HMO, PPO,
POS, and Traditional) which includes financial alternatives such as funding options.
= Using consultative selling skills to increase ancillary line of business sales.

Wellness and Care Management Consultant 2009-Aug 2011
=  Working directly with accounts to identify their unique wellness & care management needs.
» Educate customers about resources offered by BCBSM and develop a wellness and care management tailored
solutions.
= Manage and monitor multiple Accounts simultaneously by establishing project plans and objectives to ensure

goal attainment within defined parameters.
&
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investigate, review, recommend, communicate and implement solutions which identify root cause of issues.
Identify and resolve challenges in order to fulifill key corporate objectives and respond to the demand of change
management and initiate actions needed to plan, organize and control team activities.

Health Plan of Michigan - Detroit, MI.
Accreditation Manager April 2009-Dec 2009

Manage and monitor the quality improvement process as it relates to achieving and maintaining accreditation
from the National Committee for Quality Assurance, HEDIS, CAHPS and State of Michigan requirements.
Provide consultative advice to senior management on status of NCQA Accreditation.

Oversee and coordinate NCQA preparation activities with internal departments including maintenance and
accreditation to move the organization to a status of ‘Continued Readiness.”

Complete NCQA application to include coliating and entering data in NCQA software system (ISS).

Review and update all organization Policies and Procedures.

Establish thresholds and benchmarks based on NCQA data along with ensuring criteria are met.

Lead cross-departmental teams in research, analysis, identification and eval. of data.

Physicians Health Plan of Mid- Michigan, Lansing, MI.
Manager of Health Management Programs 2005-2009

Development of organization’s quality strategy, including planning process, building effective structure, written
quality management/improvement plan, and implementation.

Create and lead integrated work groups related to linking quality of care in Utilization management and Care
coordination, including case and disease management.

Present monthly performance and metrics reports to health plan executives.

Develop, evaluate and implement member health management tools.

Develop and market wellness products across all lines of business.

Successful in building strong internal networks and facilitating involvement from multiple layers of departments.
Mentor and coach direct reports (5) and foster innovation, empowerment and acceptance of change
Accountable for staff's performance against organization’s standards for quality, achieving strategic goals and
exceeding accreditation requirements and customer service.

£DUCATION

Masters of Public Administration-Healthcare Administration
Western Michigan University, Kalamazoo, Ml.

Bachelor of Science in Health Promotion, Prevention and Rehabilitation
Central Michigan University, Mt. Pieasant, MI.

SKILLS/CERTIFICATIONS

American College of Healthcare Executives (ACHE)
Life Insurance Producer- State of Michigan
Accident and Health Insurance Producer- State of Michigan
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THIRD PARTY CLIENT SATISFACTION SURVEY
CUSTOMERVILLE-BBLISTENS

In the last year, through Customerville (who set up a BB Listens Survey portal for Brown &
Brown), we asked our clients to complete a survey on our employee benefit services and rate us
on a scale from 1 to 5 with 5 being the highest rating. Our average rating across 55 responses is
as follows:

. Average
Survey Question Response
I’d recommend Brown & Brown to a friend or colleague. 4.87
Brown & Brown gets into the details of my business such that they can help 5.00
me make great decisions. )
My B & B contact goes to great lengths to understand my unique insurance 5.00
needs. )
Regarding employee benefits, B&B helps me make confident decisions for my 49]
company and my colleagues. )
The people 1 work with at Brown & Brown are great at explaining insurance. 491
If I have questions, they take the time to listen carefully and offer useful, 491
relevant, answers. )
Brown & Brown always works proactively in my interest. 4.83
Whenever we’re in contact, Brown & Brown has all the information needed to 480
be sure our time together is productive. '
The people with whom I work at Brown & Brown respect my time and always 493
respond timely. )

Forty of the individuals who responded to the survey also included comments (all positive)
regarding our services. We did not receive one negative survey or comment regarding our
services. | have included some of those comments on the following pages:

We have been more than pleased with the service provided by Brown & Brown. Their scope of expertise
in guiding us through the changes related to Health Care Reform and all other employee benefits has
more than met our expectations. BCBS and HealthPlus both spoke highly of Brown & Brown and we
appreciate the opportunity to have access to such a broad base of knowledge and experience related to
Employee Benefits. Thank You!

Angela Garner is professional, experienced, smart, and always responsive. She is a great asset to your
company.

Since we began working with PEBS and Brown and Brown, we have had excellent experiences and
communication. The staff is well informed and provides the most detailed and accurate information to
our county. Not only are the staff helpful to our county but they have also been presenters at the annual
MACAO conference and provide excellent training and information. | would, without hesitation,



recommend Brown and Brown to any company in need of your services. | look forward to continuing our
relationship into the future. Thank you.

All of the employees that | have worked with at Brown and Brown in Saginaw have been extremely
efficient and professional. Not once as any employee from Brown and Brown made me feel that | should
have known something that maybe | didn't or something that might have been explained before. Even if
a Brown and Brown employee did not know and answer immediately, they would take the time to find
the answer out and call me back as soon as possible. | would definitely suggest Brown and Brown to
other organizations.

Angela Garner is a gem and always provides exceptional customer service! Always willing to listen to
questions/concerns and assists in improving my understanding of benefits offered and costs associated
with them as well as our concerns as an employer of our approach to funding the costs.

Angela and Matt are wonderful. In fact, the entire support staff could not be better. | recommend them
without qualification -- | don't know what we would do without them. This is the most service oriented
group | have ever dealt with.

In my years in dealing mainly with Dan then Melissa, we've have had an extremely good rapport with
concerns and issues being handle professionally and promptly. Currently Melissa is very proactive in
following up with BCBSM when items have not been addressed within a reasonable time frame.
Recently we submitted a Benefits RFP via Melissa. Her handling of the RFP was excellent as well, she was
able to assist in comparison analysis of the returned quotes. Response from the gals in the Claims
Advocacy Services (Olga and Judy) is always great with most inquiries being handle within the day of the
initial call. Kudos to all and thank you for exceptional service.

Angela, Dan, lJudy, Olga, Becky...everyone we've worked with at the Saginaw office has been
outstanding. Reponses are fast, they are understanding, and always pleasant and welcoming. They've
made a positive impact on our organization.

Everyone at B&B is great to work with. If they don't know the answer to my question(s), they always find
out and let me know right away! | have confidence in their office and they understand what | do and
how important it is for me to be able to rely on them. | would highly recommend them to anyone in the
insurance market!

In the last 3 years | have had the pleasure to work with many employees with Brown and Brown and
have always been confident with their choice and their quick response to help our company and
employees out. Keep up the great work! Thank you and | look forward to many more years with you by
our side.

We deal primarily with Angela Garner and Judy Robinson. They are always very heipful, knowledgeable
and pleasant to speak with. | cannot think of one time when they weren't able and willing to help with
any questions or concerns either the Human Resource department had or our employees when and if
they call the office regarding claims. Both of these individuals should be commended on their dedication
to their job and because of their diligence | cannot imagine we would ever stop using Brown & Brown.
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Health Care Reform:
What Employers Need to Know

Congress enacted the Patient Protection and Affordable Care Act in March 2010, overhauling the
United States health care system. The law is also referred to as PPACA, the ACA, the
Affordable Care Act and Health Care Reform. For employers, the new law represents the most
significant changes to their health benefit plan since the passage of ERISA.

Many provisions of Health Care Reform are already in effect. The purpose of this bulletin is to
summarize key changes that became effective in 2013 and become effective in 2014. It is based
upon federal regulations and other guidance published as of October 1, 2014.

Plan Changes

Employers will be required to make several changes to their health plans for 2013 and 2014 to
comply with Health Care Reform. The changes include the following:

1. Medical FSAs

a. Limit on Contributions For plan years beginning in 2013, a participant is not
permitted to contribute more than $2,500 to his or her medical flexible spending
account (FSA) under an employer’s Section 125 cafeteria plan. An employer is
required to amend its Section 125 plan to include this limit no later than
December 31, 2014.

b. Optional Medical FSA Carryover Beginning as early as the 2013 plan year, an
employer can amend its Section 125 plan to allow an employee to carryover up to
$500 of his or her unused medical FSA balance for reimbursement in the
following plan year. This optional provision is an alternative to the 2% month
grace period rule for medical FSAs. An employer can offer one provision or the
other, but not both. Like the 2'2 month grace period, the $500 carryover rule
creates complexity for employees enrolling in a high deductible health plan
(HDHP) with an HSA. Employers offering an HDHP with an HSA need to
design the 22 month grace period or $500 carryover in a way to ensure
employees will still be HSA eligible.

c. Eligibility of Part-Timers Beginning in 2014, only employees who are eligible
for the employer’s group health plan should be allowed to participate in the
medical FSA. If an employee (e.g., a part-timer) is allowed to participate in the
medical FSA but not the employer’s group health plan, the medical FSA will not
be an “excepted benefit.” Excepted benefits that aren’t grandfathered under




Health Care Reform must offer first-dollar preventive care. Since medical FSAs
typically aren’t employer-funded, this creates a seemingly impossible compliance
requirement.

Health Reimbursement Arrangements (“HRAs”)

HRAs reimburse employees for uninsured health expenses up to an annual dollar limit.
These dollar limits will be considered to violate the prohibition on annual limits under
Health Care Reform effective as of plan years beginning in 2014 unless the HRA:

a. Is a retiree only HRA;
b. Is “integrated” with a group health plan; or
c. Restricts reimbursement only to certain dental and/or vision expenses.

Employers must affirmatively amend their HRA plans to establish qualification under
one of these exceptions.

Pre-Existing Condition Exclusions/Certificates of Creditable Coverage

Employer group health plans can no longer impose a pre-existing condition exclusion
with respect to any participant as of the first day of the 2014 plan year. Plans have been
required to issue terminating participants a HIPAA certificate of creditable coverage to
demonstrate prior coverage to offset any pre-existing condition exclusion in the next plan
in which the individual enrolls. Because pre-existing condition exclusions will no longer
be permitted, HIPAA certificates of creditable coverage are no longer necessary and are
not required to be issued after December 31, 2014.

Waiting Period

For plan years beginning in 2014, group health plans generally cannot impose a waiting
period longer than 90 days for newly eligible employees, with coverage taking effect no
later than the first day after the 90-day waiting period has been satisfied. Before the up to
90-day waiting period begins, employers may impose a “reasonable bona fide”
employment-based orientation period for up to one calendar month less one calendar day.

However, beginning in 2015, use of an orientation period in addition to a 90-day waiting
period creates a problem for large employers under the pay or play penalty. To address
this issue, the final regulations permit large employers to adopt an orientation period
followed by a waiting period, but to provide that in no event will coverage take effect
later than the first day of the month after three months of employment. Such a provision
will comply with both the 90-day waiting period rule and the pay or play penalty.

Cap on Maximum Qut-of-Pocket Limits

For plan years beginning in 2014, the maximum out-of-pocket limits on medical and
prescription drug expenses for all non-grandfathered plans cannot exceed certain
maximum out-of-pocket limits. The new out-of-pocket limits must consider deductibles,
copays and coinsurance. For 2014, the limits are $6,350 for single coverage and $12,700

-



for two-person or family coverage. For 2015, the limits are $6,600 for single coverage
and $13,200 for two-person or family coverage. (If the health plan is a qualified high
deductible health plan offered with a health savings account the maximum out-of-pocket
limit was the same as the above limit for 2014 but in 2015 and later years will be lower.
For example, for 2015, the lower limit is $6,450 for single coverage and $12,900 for two-
person or family coverage.)

The maximum out-of-pocket limits apply on a cumulative basis to all health benefits
under a non-grandfathered plan. However, for the 2014 plan year only, if a non-
grandfathered plan’s major medical coverage complies with the maximum out-of-pocket
limits, the plan may impose separate out-of-pocket limits on other benefits, such as
prescription drug expenses, if the separate out-of-pocket limits individually comply with
the maximum out-of-pocket limits. For subsequent years if a plan has separate medical
and prescription drug providers the limits can be divided. For example, for 2015, if the
MOOP for the medical benefit for single coverage is $3,000, the MOOP for the
prescription drug benefit for single coverage can be as high $3,600 ($6,600 total).

Nondiscrimination Rules

For many years, the Internal Revenue Code has imposed nondiscrimination rules on self-
insured group health plans that prohibit discrimination in favor of the highly compensated
with respect to eligibility, benefits and required contributions. Health Care Reform
extends the nondiscrimination rules to non-grandfathered, fully-insured plans. These
rules were initially set to take effect during 2011, but the IRS has not yet published
regulations regarding the new requirements. So the effective date of the new
nondiscrimination rules for non-grandfathered, fully-insured plans has been delayed until
plan years beginning after regulations are published.

Automatic Enrollment

Employers with more than 200 full-time employees will be required to automatically
enroll newly-eligible individuals and reenroll existing employees. No regulations have
been issued regarding this requirement. The requirement will not take effect until after
the regulations are issued.

New Participant Notices

Health Care Reform requires employers to provide additional notices to participants in their
health plans. These notices include the following:

1.

Notice Regarding Grandfathered Plan Status

Plans that were in effect prior to the enactment of Health Care Reform are exempt from
some of the insurance market reforms under Health Care Reform so long as they retain
“grandfathered plan” status. One of the requirements to retain grandfathered plan status
is including certain disclosures in SPDs and other plan materials (such as annual open
enrollment materials) provided to participants describing the plan’s benefits. The
disclosure must state that the plan is grandfathered and must provide contact information
for questions and complaints. Model notice language is available on the DOL website.
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Summary of Benefits and Coverage

The purpose of the Summary of Benefits and Coverage (SBC) is to provide information
in a prescribed format to participants so they can easily compare the information with
other plans for which they are eligible, including coverage available on an exchange. The
SBC was originally required during 2012, and must be updated annually. The SBC must
be provided to a new participant upon initial eligibility, to all participants at open
enrollment, and to a participant upon request.

For group health plans beginning on or after January 1, 2014, the SBC must include
additional information regarding whether the group health plan provides “minimum
essential coverage” and whether the group health plan meets the “minimum value”
requirement.

Notice of Exchange Availability

By October 1, 2013, employers were required to provide current employees with a one-
time notice regarding the availability of the exchanges. The notice is not required to be
reissued annually to ongoing employees. However, new hires after October 1, 2013 must
be provided with the notice within 14 days of their start date. This notice must include
information regarding the premium credits and cost sharing subsidies available to low
income individuals if they enroll in coverage on an exchange. The DOL published model
notices during May 2013.

Additional Reporting Requirements

Employers have new reporting requirements to governmental agencies under Health Care
Reform. These requirements include the following:

1.

W-2 Reporting of Health Benefit Costs Employers must include the aggregate cost of
employer-sponsored health benefits on the W-2 statements issued annually to employees.
This new reporting requirement initially applied to W-2s issued in January 2013 (for
2012). It is not applicable to employers with fewer than 250 individuals to whom the
employer must issue a W-2. Since the cost is based upon the coverage tier in which an
employee is enrolled and the cost must account for any changes in the employee’s
coverage during the year, employers should have systems to track an employee’s health
benefit coverage elections so this information can be captured when preparing W-2s. The
cost is generally based on either the premium charged by the plan’s insurer or the
applicable COBRA premium minus the 2% administrative charge. Both the employer’s
and the employee’s contribution toward the cost are reported.

Individual Mandate Reporting

Insurers of fully-insured group health plans and plan sponsors of self-funded group health
plans must report information about what months employees and their dependents are
enrolled in a plan that provides minimum essential coverage. This reporting will help the
IRS administer the individual mandate penalty and it applies to all employers, not just
large employers. Reporting is optional for 2014 and is required for 2015. It applies on
an a calendar year basis, regardless of the plan year. So, for 2015, information must be
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reported to the IRS by February 28, 2016 (or March 31, 2016 if filed electronically). The
same information must also be reported to employees by January 31, 2016. Employers
will use IRS Forms 1094-B and 1095-B to complete the individual mandate reporting.
The IRS published these forms in draft form in July 2014. Draft instructions were issued
in August 2014.

Pay or Play Reporting

This reporting requirement only applies to large employers with 50 or more full-time
employees and is intended to help the IRS administer the employer pay or play penalty.
Again, information must be furnished to both the IRS and employees including certain
information about the employer, certification that the employer offers full-time
employees and their dependents the opportunity to enroll in minimum essential coverage,
the months coverage was available, the employee’s premium share for self-only coverage
in the lowest cost plan providing minimum value, the number of full-time employees for
each month and certain information about the full-time employees. The reporting
deadlines are the same as the reporting deadlines for individual mandate reporting. The
IRS has recognized that this creates some duplicative reporting requirements. Employers
will use IRS Forms 1094-C and 1095-C to complete pay or play reporting. Employers
that are subject to both individual mandate reporting and pay or play reporting will be
able to use Form 1095-C to complete both requirements with respect to full-time
employees. The IRS published these forms in draft form in July 2014. Draft instructions
were issued in August 2014.

New Taxes and Fees

Health Care Reform imposes a series of new taxes and fees on individuals and plans. Here is a
summary:

1.

Increased Medicare Taxes

Beginning in 2013, an employer is required to withhold additional Medicare taxes in the
amount of 0.9% of the amounts paid to an employee in excess of $200,000 during a year.
The new withholding obligation is “triggered” when the employee’s income from that
employer exceeds $200,000. However, the employer is not required to pay additional
Medicare taxes.

PCORI Fee

For plan years ending on or after October 1, 2012 (and before October 1, 2019), a fee will
be assessed to finance comparative clinical effectiveness research through the Patient-
Centered Outcomes Research Institute (PCORI). The amount of the fee is based upon the
average number of covered lives (including both employees and dependents) under a
health plan during the plan year.

The PCORI fee for the first plan year is $1 per covered life. The fee increases to $2 per
covered life for the next plan year (ending on or after October 1, 2013 and before
October 1, 2014), $2.08 for the next plan year (ending on or after October 1, 2014 and
before October 1, 2015) and will be increased for future plan years based upon increases
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in national health spending. If the employer’s plan is fully-insured, the fee is payable by
the insurer. If the employer’s plan is self-funded, the fee is payable by the employer.

For self-funded plans, the fee is reported on IRS Form 720 and is paid by July 31 of the
calendar year immediately following the last day of the plan year for which the fee is
owed. As a result, an employer with a calendar year plan was required to pay its first
PCORI fee by July 31, 2013. On the other hand, if the employer’s first plan year ending
on or after October 1, 2012 ended on May 31, 2013, the first PCORI fee must be paid by
July 31, 2014.

Temporary Reinsurance Program

A new fee is imposed on group health plans that provide major medical coverage. The
purpose of the fee is to fund reinsurance for insurers in the individual market. This fee is
imposed during 2014, 2015 and 2016. A plan’s annual enrollment counts must be
submitted, using pay.gov, by November 15 of the applicable year. The required payment
is due by January 15 of the following year. However, payment is permitted to be made in
two installments. The first installment is also due on January 15 of the following year.
The second installment is due in the fourth quarter of the following year. The total fee is
not divided equally between the two installments.

The goal is to raise $25 billion, but it is front-end loaded. It will raise $12 billion during
2014, $8 billion in 2015 and $5 billion in 2016.

For 2014 the fee is $63 per covered person (employees and dependents). The annual
enrollment count is due using pay.gov on November 15, 2014. The first payment of
$52.50 per covered person is due on January 15, 2015. The second installment of $10.50
per covered person is due in the fourth quarter of 2015. Alternatively, the total fee of $63
per covered person may be paid by January 15, 2015.

For 2015 it will be $44 per covered person. The fee for 2016 is expected to be lower.
This fee applies on a calendar year basis even if the plan has a different plan year.

If the employer’s plan is fully-insured, the fee is reported and paid by the insurer. If the
employer’s plan is self-insured, the fee is imposed on the plan (i.e., the employer-plan
sponsor). But, a third party administrator may report and pay the fee on behalf of a self-
insured plan.

Health Care Exchanges

One of the key components of Health Care Reform is the establishment of exchanges to help
individuals and small groups shop for health coverage in a more efficient and comprehensive
manner. [t was anticipated that each state would have its own exchange, but most states have
declined to establish an exchange. So the federal government has established and will operate
the exchanges for these states. The exchanges began operation during the Fall of 2013 with
coverage available as of January 1, 2014.

Health Care Reform also provides that low income individuals will receive premium credits to
reduce their cost of purchasing health insurance on the exchange. For this purpose, a premium
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credit is available if the individual’s household income is between 100% and 400% of the federal
poverty level. The amount of the premium credit decreases as household income increases.

Health Care Reform also provides for the expansion of individuals eligible to receive free
Medicaid coverage. At the current time, the eligibility requirements vary by state but generally,
certain individuals with household income of up to 100% of the federal poverty level are eligible
for Medicaid. Health Care Reform would have increased this eligibility to all individuals with
household income of up to 138% of the federal poverty level. An individual who receives
Medicaid coverage does not need to purchase health coverage on an exchange in order to avoid
the individual mandate penalty. Further, individuals who are eligible for Medicaid are not
eligible for a premium credit from an exchange.

But based upon the U.S. Supreme Court case during June 2012, states are not required to expand
Medicaid. For states where Medicaid is not expanded, more individuals will be eligible for the
premium credit on the exchange. This potentially exposes employers to larger play or pay
penalties.

Individual Mandate

A second important component of Health Care Reform is the individual mandate. An individual
must obtain health insurance that provides minimum essential coverage or pay a penalty. This
health insurance can be provided through Medicaid, Medicare, other public programs (for
example, CHIP or Tricare), the exchange or an employer plan.

The penalty is the greater of a flat dollar amount or a percentage of the household income:

. The flat dollar amount is $95 for 2014, $325 for 2015 and $695 for 2016. For
later years, the flat dollar amount will be increased for changes in the cost of
living.

. The percentage of household income is 1% for 2014, 2% for 2015 and 2.5% for
2016 and later years.

Health Plan Identifier

In an effort to reduce inefficiencies and increase automation in processing health plans’
electronic transactions, Health Care Reform requires certain health plans to apply for a health
plan identifier (HPID). The HPID will be used to identify a health plan when it engages in a
HIPAA standard transaction, such as electronic funds transfer or electronic remittance advice.
For fully-insured plans, the insurer is responsible for obtaining the HPID. For self-funded plans,
the plan sponsor must obtain the HPID. The HPID application must be completed by
November 5, 2014 for large plans. Small plans, however, have until November 5, 2015 to apply
for an HPID. A “small” plan is defined as a health plan that pays less than $5 million in benefits
per year. While a self-funded plan’s TPA can assist the plan sponsor in applying for an HPID,
the application must ultimately be submitted by the plan sponsor. The HPID is not required to be
used by health plans, large or small, until November 7, 2016. Plan sponsors will need to use an
electronic system maintained by the Department of Health and Human Services called the
“Health Plan and Other Entity Enumeration System” (HPOES) to apply for an HPID.



Employer Mandate - Play or Pay

A third key component of Health Care Reform is the employer mandate. Under this mandate,
large employers will be required to offer health care coverage to full-time employees and their
dependents or pay a penalty. The penalty was set to take effect in 2014 but the IRS delayed the
effective date to 2015.

1.

Play or Pay Rules Only Apply to Large Emplovers

Health Care Reform imposes the “play or pay” rules on a “large employer” - an employer
that averages at least 50 full-time employees.

. This determination is made separately for each year based upon the average
number of full-time employees during the prior year.

. For this purpose, full-time means at least 30 hours a week.

. The number of full-time employees is based upon the number of full-time
employees plus full-time equivalent employees (FTEs).

. To convert the number of part-time employees to FTEs, determine the total hours
worked during each month of the prior year by the employees who average less
than 30 hours per week during the month and divide by 120. (In determining the
total hours of these part-time employees, the employer should not count more
than 120 hours in a month for any employee.) After making this calculation, add
the sum of full-time employees and FTEs for each month, and then divide by 12
to determine the average for the prior year.

If companies are under common ownership, they are treated as a single employer for
purposes of determining whether there are 50 FTEs. So an employer cannot avoid the
rules by dividing its company into multiple companies.

Key Transition Rules

First, there is a special transition rule that applies for determining whether an employer is
a “large employer” for 2015. An employer may determine whether it is a large employer
for 2015 based upon the average number of FTEs during a six-month consecutive period
during 2014 (for example, January 2014 through June 2014), instead of the entire
calendar year. By using this shorter period to determine whether the employer is a large
employer, an employer that is subject to the play or pay rules has more time to bring its
plan into compliance with Health Care Reform by the start of 2015.

Second, the pay or play penalty will not apply until the first day of an employer’s 2016
plan year for employers with an average of 50 - 99 full-time employees and FTEs in 2014
(the six-month consecutive period discussed above may be used to calculate this
average), if the employer satisfies certain conditions, including maintaining its workforce
size and maintaining the existing level of any health coverage.



The Potential Tax Penalties

Health Care Reform has two separate penalties that may apply to a large employer under
the play or pay rules:

The $2,000 Penalty The first penalty is a tax equal to $2,000 multiplied by the
employer’s full-time employees (less the first 30 full-time employees). For
example, if this penalty applies and the employer has 200 full-time employees, the
tax is equal to $2,000 x 170 employees (200 - 30 = 170), or $340,000. This
penalty applies if two requirements are satisfied:

. The employer fails to offer health coverage to substantially all (at least
95%) of the employer’s full-time employees, and their dependents (but not
spouses); and

Ll The employer has at least one full-time employee who enrolls in health
insurance coverage through an exchange and receives a premium credit.

This penalty is typically thought to be limited to employers who choose to “pay”
instead of “play.” But, because coverage must be offered to 95% of the
employer’s full-time employees to avoid the penalty, an employer will need to be
very careful to identify all its full-time employees. Otherwise, an employer who
chooses to “play” may still be at risk with respect to the $2,000 penalty.

Here are some other important rules relating to this tax penalty:

. For the initial year (2015), two important modifications have been made to
the $2,000 penalty. The first is that the penalty can be avoided if the
employer offers coverage to 70% (rather than at least 95%) of its full-time
employees. Second, if an employer is subject to the penalty, it may
calculate the total penalty amount by disregarding its first 80 full-time
employees (rather than its first 30 full-time employees). After the 2015
plan year these transition rules no longer apply.

. Health coverage must also be offered to the employee’s dependent
children (natural born and adopted) at least through the end of the month
the child attains age 26. This requirement will not apply in 2015 provided
the employer is taking steps to arrange for such coverage by 2016.

. If there is more than one company under common ownership, the tax
penalties are determined separately for each company. However, in
calculating the $2,000 penalty, the 30 employees (80 for 2015) that are
subtracted in calculating the penalty are allocated among the companies
that are commonly owned in proportion to the number of their full-time
employees. Each company is not permitted to subtract 30 employees (80
for 2015) in calculating the penalty.

The $3,000 Penalty The second penalty is a tax equal to $3,000 multiplied by
the number of an employer’s full-time employees who enroll in health insurance
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coverage through an exchange and receive a premium credit. This penalty applies

if:

The employer’s plan doesn’t provide minimum value. This occurs if the
plan pays less than 60% of the total allowed cost of benefits provided
under the plan; or

The employer’s plan isn’t affordable to the employee. For this purpose, a
plan is not affordable if the cost of employee-only coverage is more than
9.5% of the employee’s household income.

o

Because an employer doesn’t know an employee’s household
income, the regulations provide three safe harbors that can be used
to determine whether a plan is affordable. The three safe harbors
are based on the employee’s Box 1 W-2 wages, the employee’s
rate of pay and the federal poverty line for households with one
individual. The affordability test is satisfied if the employee’s
required contribution for single coverage under the least expensive
medical option the employer offers providing minimum value does
not exceed 9.5% of the safe harbor amount.

The safe harbor that may be most helpful to employers is based
upon the employee’s rate of pay at the beginning of the year. The
monthly premium is affordable if it does not exceed 9.5% of the
employee’s hourly rate of pay at the beginning of the year
multiplied by 130. If the employee’s hourly rate is reduced, the
rate of pay safe harbor is applied separately to each calendar month
based on the employee’s rate of pay for that month. The rate of
pay safe harbor is not available with respect to salaried employees
for any year during which their salary is reduced.

There are special rules for wellness incentives. A premium
surcharge for tobacco users is disregarded in determining whether
coverage is affordable, but premium surcharges for other wellness
reasons (for example, BMI, cholesterol or blood pressure) are
counted.

The $3,000 penalty also could apply if the full-time employee isn’t offered
coverage under the employer’s plan and instead enrolls in health insurance
coverage through an exchange and receives a premium credit. This could occur,
for example, if the full-time employee was part of the less than 5% of full-time
employees who are not offered coverage (less than 30% for 2015).

Although $3,000 is greater than $2,000, the $3,000 penalty is likely to be smaller
than the $2,000 penalty in total because it only applies based upon the number of
the employer’s full-time employees who purchase health insurance coverage
through the exchange and receive a premium credit. It is not based upon the total
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number of the employer’s full-time employees, as is the situation for the $2,000
tax.

Identifying Full-Time Employees

For purposes of the play or pay rules, an employee is full-time if the employee averages
30 or more hours of service per week. An “hour of service” includes all hours for which
an employee is paid (not the actual number of hours worked by the employee). Hours of
service must also be credited for unpaid leave periods due to FMLA, USERRA or jury
duty (or those periods must be disregarded in determining the employee’s average weekly
hours). IRS regulations treat 130 hours of service during a month as the equivalent of 30
hours of service per week.

Newly-hired Full-Time Employees In many situations, an employer can readily
determine whether a new employee is full-time. If the employer reasonably
expects the new employee to work an average of 30 hours per week, the employee
should be treated as full-time. The employer can then avoid any play or pay
penalty for the new full-time employee by offering health coverage that is
effective by no later than the first day of the fourth full calendar month after the
employee’s start date.

Newly-hired Variable Hours or Seasonal Employees The determination of
whether an employee is full-time may be more difficult if the employee works
variable hours or is seasonal. If the employer cannot reasonably determine when
the employee is hired whether the employee will average 30 hours of service per
week, the employer may use a safe harbor approach to determine whether the
employee is, in fact, a full-time employee or a variable hours employee for
purposes of the pay or play penalty. An employee will be considered seasonal for
this purpose if he or she works in a position for which the customary annual
employment period is six months or less, with the employment period beginning
at approximately the same time each year.

Initial Measurement Period for Variable Hours, Part-time and Seasonal
Employees New hires who are variable hours, part-time or seasonal employees
may be subject to a “measurement period” before coverage is required to be
offered. Under this safe harbor, the employer can determine whether a newly-
hired variable hours, part-time or seasonal employee averages at least 30 hours of
service per week during a measurement period that lasts from 3 to 12 months (as
determined by the employer). If the employee averages at least 30 hours of
service per week during the measurement period, the employee is then treated as a
full-time employee for a subsequent period of time called the “stability period.”
The stability period must be a period of 6 to 12 months after the initial
measurement period. However, the stability period can’t be shorter than the
measurement period.

Further, the employer is permitted to have an administrative period between the
measurement period and stability period. The purpose of the administrative
period is to determine whether the employee satisfied the requirements to be a
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full-time employee and, if so, to offer coverage to the employee that will become
effective at the beginning of the stability period.

On the other hand, if the variable hours, part-time or seasonal employee does not
average at least 30 hours of service per week during the measurement period, the
employer is not required to offer health coverage to the employee during the
stability period. This rule applies even if the employee subsequently changes
status and becomes full-time during the stability period.

For example, assume an employee is hired on May 15, 2014 and the employer
cannot reasonably determine at that time whether the employee is likely to
average 30 hours of service per week. The employer could use a measurement
period for this new variable hours employee from May 15, 2014 through May 14,
2015. If the employee averaged at least 30 hours of service per week during this
measurement period, the employee would be eligible for health coverage for the
stability period from July 1, 2015 through June 30, 2016. (The period from
May 15, 2015 through June 30, 2015 is the administrative period.) However, if
the employee did not average at least 30 hours of service per week during the
May 15, 2014 through May 14, 2015 measurement period, the employer would
not be required to offer health coverage to the employee during his or her July 1,
2015 through June 30, 2016 stability period.

Ongoing Employees While only new hires who are part-time, variable hours or
seasonal can be subject to an initial measurement period when they are hired
before being offered health coverage, all ongoing employees, including full-
timers, can be subject to a measurement period to maintain eligibility on an
ongoing basis. For example, if an employer’s health plan operates on a calendar
year basis, the employer could use the period from October 15 through the
following October 14 as a measurement period that can be used to determine
whether all employees are full-time. If the employee is full-time during the
measurement period, the employee would be offered health insurance coverage as
of the immediately following January 1, for the next plan year. But if the
employee did not average 30 hours of service per week during the measurement
period, the employee would be ineligible for health coverage during the next plan
year. This cycle repeats annually.

Transition Rule for Determining Full-Time Employees

The measurement period and stability period rules for ongoing employees create time
constraints for employers that want to use a 12-month stability period for 2015 because
the measurement period must then also be 12 months. So the final regulations permit a
special transition rule for the 2015 stability period. An employer may use a measurement
period that is shorter than 12 months and still use a 12-month stability period, if the
following requirements are satisfied:

The measurement period is at least six months; and

The measurement period begins no later than July 1, 2014 and ends no earlier
than 90 days before the first day of the 2015 stability period.
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For example, a calendar year plan could have a measurement period from May 1, 2014
through October 31, 2014 and then use the 2015 calendar year as the stability period.
However, for subsequent plan years a 12-month measurement period would be required.

Transition Rule for Fiscal Year Plans

Although the play or pay rules generally are effective January 1, 2015, the final
regulations provide a delayed effective date for a large employer with a non-calendar
year plan that was in effect on December 27, 2012 and has not been subsequently
amended to delay the start of the plan year until later in the calendar year. No penalty
will be owed until the first day of the 2015 plan year for an employee who was eligible to
participate in the plan under its terms as in effect as of February 9, 2014 (regardless of
whether the employee actually enrolled).

However, if the employer doesn’t offer group health coverage to all employees working
at least 30 hours per week, the above transitional rule may not apply to those ineligible
employees who will be considered full-time under the pay or play penalty. As a result,
there are two additional transition rules providing a delayed effective date until the first
day of the employer’s 2015 plan year:

. First, the postponed effective date is available for all employees provided that at
least one-quarter of all of the employer’s employees were covered under the
employer’s non-calendar year plan as of a date chosen by the employer during the
12 months ending on February 9, 2014, or least one-third of all of the employer’s
employees were offered coverage under the employer’s non-calendar year plan
during the most recent open enrollment period that ended before February 9,
2014.

. Second, transition relief is available for all full-time employees if the employer
either had, as of any date it selects during the 12 months ending on February 9,
2014, at least one-third of its full-time employees covered under its non-calendar
year plan or offered coverage to at least one-half of its full-time employees during
the most recent open enrollment period that ended before February 9, 2014,

Other New Rules Added by the Final Regulations

The final regulations regarding the pay or play issued in February 2014 also address the
following issues:

. In general, no employee may be excluded in applying the pay or play rules.
However, employees whose compensation is from sources outside the U.S. may
be disregarded, regardless of the employee’s citizenship. On the other hand,
employees that are holders of an H-2A or H-2B visa must be considered and
cannot be disregarded. Similarly, students working as a paid intern or extern or
for an educational institution cannot be disregarded. However, with respect to
students, if they are working in a federal work study program or another similar
program of a state or other governmental entity, those hours will not be counted
for purposes of the pay or play.
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o The hours of service of a bona-fide volunteer will not be counted under the pay or
play rules. To qualify, the individual must work as an employee of a
governmental entity or a tax-exempt organization and may only receive expense
reimbursements or allowances, or reasonable benefits and nominal fees paid for
similar services by volunteers.

o The IRS recognizes that certain employees are not paid on an hourly or salaried
basis and so tracking their hours creates challenges. This includes individuals
such as commissioned salespeople, adjunct faculty and on-call employees. Until
further guidance is issued, any reasonable method may be used to track the hours
of these types of employees. With respect to adjuncts, the final regulations offer a
safe harbor to credit these employees with 2.25 hours of service for each credit
hour taught during a week plus credit for additional hours outside the classroom
spent performing required duties such as office hours and faculty meetings (this
safe harbor only applies until the IRS issues further guidance). For on-call
employees, the reasonable method must include each hour for which the on-call
employee is paid, each hour for which the on-call employee is required to remain
on the employer’s premises and each hour for which the employee’s activities are
significantly limited because of being on call.

o If an employee has a break in service and returns to work, he or she may not be
treated as a new employee unless the break is at least 13 weeks (26 weeks in the
case of an employee of an educational institution). There is an alternative break
in service rule known as the rule of parity that permits certain employees to be
treated as a new employee even if the employee has a break in service that is less
than 13 (or 26) weeks.

o The final regulations did not provide much additional guidance regarding how to
treat employees of a temporary staffing agency under the pay or play. However,
the final regulations offer a useful tool to large employers who lease full-time
employees through a temporary staffing agency. Where the client-employer
retains the right to direct and control the employees, the employees will likely be
considered the common-law employees of the client employer as opposed to the
temporary staffing agency for purposes of the pay or play. However, if the
temporary staffing agency offers the leased employees group health coverage, the
offer will be treated as an offer of coverage made by the client-employer for
purposes of avoiding the pay or play penalty. This relief is contingent on the
temporary staffing agency charging the client-employer a higher fee with respect
to leased employees enrolling in its health plan.

Considerations Before Discontinuing Health Insurance Coverage

Some employers may prefer to “pay” instead of trying to comply with the many new
requirements of Health Care Reform. However, before an employer makes this decision,
the employer should consider the following:

. The pay or play penalty is not tax deductible.
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It still is important for an employer to attract and retain good employees. If an
employer discontinues health insurance coverage, will the employer pay
additional compensation to assist employees in purchasing health insurance
coverage on the exchange? If so, here are some issues for the employer to
consider:

. Any additional compensation must be provided on an after-tax basis. The
IRS will not permit employers to reimburse employees for individual
exchange coverage on a tax-free basis.

. The cost of coverage on the exchange depends on the insured’s age. Will
the employer vary the amount based upon the employee’s age?

. Will the employer vary the amount depending on whether the employee
has a family?

. The premium subsidy for purchasing insurance on the exchange depends
on the household income and “phases-out” as household income nears
four times the federal poverty level (the federal poverty level depends on
the number of people in the family).

° The additional compensation paid to the employee to purchase
health insurance coverage will reduce the amount of premium
credit available to the employee because the employee’s household
income will be larger.

° The employer’s executives will likely be paying the full cost of
coverage on the exchange.

The cost of other pay-related taxes (such as FICA) and pay related benefits (such
as disability insurance and life insurance) will increase.

Will the employees be happy with the coverage that is available on the exchange?

How to Modify an Employer’s Health Plan to Minimize the Risk of Taxes Under the

Play or Pay Rules

A large employer may want to take action during 2014 to minimize the risk that the play
or pay penalties will apply to the employer. Here are some actions that should be
considered by the employer:

For 2015, the employer should make sure that coverage is offered to at least 70%
of its full-time employees (95% by 2016). If the employer employs variable hour,
part-time or seasonal employees, the employer may need to establish
measurement periods and stability periods to make sure that health coverage is
offered to all full-time employees. The employer should also make sure that no
individuals who are providing services to the employer as independent contractors
are actually employees.
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. The employer should make sure that coverage under its health plan is affordable.
This is important in avoiding the $3,000 tax, discussed above. Because
affordability is based upon the cost of employee-only coverage, an employer may
want to consider adding a low cost medical plan option with an affordable single
coverage premium tier.

-16-
MI_DMS 26613200v2 38073-1



1605 Concentric Blvd., Suite #1, Saginaw, M| 48604 ~ Phone: 989-249-5960 ~ FAX: 989-249-5966
Angela Garner, Executive Vice President, agarner@bbcmich.com

EMPLOYER REPORTING REQUIREMENT FORMS

This update is part of a Brown & Brown series summarizing new guidance issued in connection with the Patient
Protection and Affordable Care Act (also known as Health Care Reform). We are joining forces with our
business partner, the law firm of Miller Johnson, to provide these updates to you. For this edition, we are
focusing on the forms used to comply with the individual mandate and pay or play reporting requirements.
Draft forms and draft instructions were recently released.

Overview

Is the Employer a “large employer” (i.e., does the employer employ at least 50 full-time and full-time
equivalent employees)?

N

Small Employer | Large Employer

No grou Is the Employer’s group health [s the Employer’s group No group
heal t%lr lell)n plan fully insured or self- health plan fully insured or health
| P funded? self-funded? plan
) Self- Fully Self-
Fully insured funded insured funded
No Employer Complete Complete
. Forms
reporting Complete Forms Complete
. 1094-C
No requirement Forms 1094-C Forms and
Emplover (i.e., the 1094-B and 1095- 1094-C 1095-C
e g rti}rll insurer will and 1095- C (omit and 1095- (omit
re li)ireme%l i complete the B. (See Part III). C. (See Part I1I)
4 ' Forms 1094- Q&A# 6- (See Q&A# 13- (See '
B and 1095- 12.) Q&A# 13- 24)
B) 24) Q&A#
) ) 13-24.)
General
1. When are entities required to comply with the individual mandate and pay or play reporting

requirements?




Both the individual mandate and pay or play reporting requirements first apply for health coverage
provided in the 2015 calendar year. This means that the first informational returns (discussed below) for
individual mandate reporting and pay or play reporting are due in the first quarter of the 2016 calendar
year.

Is individual mandate and pay or play reporting required for supplemental health coverage (e.g.,
medical FSAs, HRAs, EAPs, etc.)?

No. Individual mandate reporting and pay or play reporting is only required for group health plans that
provide “minimum essential coverage.” In the group health plan context, minimum essential coverage is
defined quite broadly. Having said that, minimum essential coverage excludes “excepted benefits.”
Many supplemental health coverage arrangements are “excepted benefits” and are, therefore, not subject
to the individual mandate or pay or play reporting requirements.

With respect to individual mandate reporting, supplemental health coverage is not subject to individual
mandate reporting, if the supplemental health coverage has the same plan sponsor as a group health plan
providing major medical coverage. With respect to pay or play reporting, employers are only required
to report for its group health plan(s) that comply with the pay or play penalty. Typically, that will be the
employer’s group health plan(s) that provides major medical coverage.

Is electronic filing with the IRS permissible?

Yes. In addition, entities that file 250 or more Forms 1095-B in a calendar year must file Form 1095-B
and Form 1094-B with the IRS electronically. Similarly, entities that file 250 or more Forms 1095-C in
a calendar year must file Form 1095-C and Form 1094-C with the IRS electronically.

Is electronic distribution of statements (i.e., Forms 1095-B and 1095-C) to individuals permissible?

Yes. Similar to the Form W-2 rules, the regulations permit, but do not require, entities to provide
statements to individuals electronically, if the following requirements are met:

. The individual affirmatively consents to receiving these statements electronically in a manner
that reasonably demonstrates that the individual can access the statement in the electronic format
in which it will be distributed (an individual may consent using paper if the individual is required
to confirm consent electronically in a matter that reasonably demonstrates that the individual can
access the statement in the electronic format which it will be distributed).

° Before, or at the time of, an individual’s consent to receive these statements electronically, the
individual must be provided with a notice that states the following:

. The individual will receive the statement in paper format if the individual does not
receive the statement electronically;

. The scope and duration of the consent;

. The procedure to request the statement in paper format after consent for electronic
distribution is given and whether such a request will be treated as a withdrawal of
consent;

. The individual may withdraw consent by writing (electronically or on paper) to the

person or department whose name, mailing address, telephone number and e-mail address
are also included;



The conditions under which statements will cease being distributed electronically (e.g., if
the individual terminates employment with the employer);

The procedures for the individual to update information necessary to provide the
statement electronically; and

The hardware and software requirements to access, print and retain the statement and, if
the statement is maintained on a website, the date that the statement will no longer be
available on the website.

The electronic statement must contain all of the required information.

If the electronic statement is furnished on a website, the entity must satisfy the following
requirements:

The individual must receive notification by mail, e-mail or in person (this notice is in
addition to the notice that is provided when the individual consents to receive these
statements electronically). The notice must provide instructions on how to access and
print the statement and include the following statement in all capital letters:
“IMPORTANT TAX RETURN DOCUMENT AVAILABLE.” (If the notice is provided
by e-mail, this statement must be included in the subject line of the e-mail and the notice
must be provided by mail or in person if the notice is returned as undeliverable.)

The statement must be retained on the website through first business day on or after
October 15 of the year following calendar year for which the statement relates. For
example, for coverage provided in 2015, the electronic statement must be maintained on
the website until October 15, 2016.

There are additional requirements to provide “corrected statements” electronically.

5. Is there any penalty relief for incomplete or incorrect Forms 1094-B, 1095-B, 1094-C or 1095-C
provided in 2016 for coverage provided in 2015?

Yes. The IRS will not impose penalties for incomplete or incorrect Forms 1094-B, 1095-B, 1094-C or
1095-C provided in 2016 for coverage provided in 2015, if the entity can show that it has made “good
faith” efforts to comply with the individual mandate and pay or play reporting requirements. No relief is
available to entities that cannot show “good faith” efforts were made to comply with the individual
mandate or pay or play reporting requirements or for entities that fail to timely file these information
returns (see Q&A# 10 & 20) or for subsequent years.

Individual Mandate Reporting (Section 6055 Reporting)

6. With respect to group health plans, which entities must complete individual mandate reporting?

Health insurance issuers (i.e., insurers or carriers) of fully insured group health plans providing
minimum essential coverage.

Employer-sponsors of self-funded group health plans providing minimum essential coverage, if
the employer is not a “large employer” (i.e., a “large employer” is an employer that employs at
least 50 full-time and full-time equivalent employees and is subject to the pay or play penalty).
Large employer-sponsors of self-funded group health plans will use Forms 1094-C and 1095-C
to comply with the individual mandate reporting requirements. See Q&A# 14.



What information is required to be reported under the individual mandate reporting
requirement?

Individual mandate reporting requires that information about all “covered individuals” enrolled in a
group health plan (i.e., this includes, employees, spouses and/or dependents) be reported to: (a) the IRS;
and (b) “responsible individuals.” Individual mandate reporting requires the following information to be
included on the following forms:

Form 1094-B (transmittal form):

Filer’s name, employer identification number and street address.
Name and telephone number of a contact person.
Total number of Forms 1095-B submitted with Form 1094-B.

The Form 1094-B must be signed under the penalties of perjury.

Form 1095-B (emplovee statements):

Part I: Responsible Individual’s name, Social Security number (but see Part IV below), date of
birth and street address. (A “responsible individual” is generally the person who enrolls one or
more individuals—including himself or herself—in a group health plan. In other words, the
“responsible individual” is typically the employee or former employee in the group health plan,
but could also include a surviving spouse, retiree or COBRA qualified beneficiary.)

The “origin” of the group health plan (i.e., SHOP coverage or employer-sponsored coverage).
Part II: The employer-sponsor’s name, employer identification number and street address.

Part II: The issuer’s name (for fully insured group health plans) or plan sponsor’s name (for
self-funded group health plans), employer identification number, contact telephone number and
street address.

Part IV: Covered individual’s name, Social Security number, and months of the calendar year
that the individual was enrolled in the group health plan. (A “covered individual” is the
responsible individual and any other individuals enrolled in the group health plan through the
responsible individual, such as a spouse or dependents.)

Entities that are subject to individual mandate reporting may use a covered individual’s date of
birth instead of the covered individual’s Social Security number, only if the entity makes a
“reasonable effort” to obtain the covered individual’s Social Security number. In order to make
a “reasonable effort,” an entity must comply with all of the following steps:

. The entity must request the covered individual’s Social Security number at the time that
the relationship between the entity and the covered individual began (i.e., at the time the
covered individual enrolls in the group health plan).

. The entity must again request the covered individual’s Social Security number by
December 31 of the year in which the relationship between the entity and the covered
individual began (or January 31 of the following year if the relationship began in
December).
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10.

11.

12.

" The entity must again request the covered individual’s Social Security number by
December 31 of the year following the year in which the relationship began.

If a covered individual fails to provide his or her Social Security number after requesting it as
described above, the entity may stop requesting the covered individual’s Social Security number.
Although it is not entirely clear in the regulations, it appears an entity may use a covered
individual’s date of birth (vs. Social Security number) while it is completing the steps described
above.

Is individual mandate reporting required for individuals receiving COBRA continuation coverage
or retiree coverage?

Yes. An entity that is subject to the individual mandate reporting requirement must also report the
required information on behalf of individuals who are receiving health coverage from a group health
plan as a COBRA qualified beneficiary or a retiree. This includes health coverage provided by “retiree-
only” plans that provide minimum essential coverage, even though retiree-only plans are generally not
considered to be group health plans.

Is individual mandate reporting required on a calendar year basis or a plan year basis?

Even if a group health plan operates on a non-calendar basis (i.e., maintains a plan year other than the
calendar year), individual mandate reporting must be reported on a calendar year basis.

When must individual mandate reporting be completed?

Similar to Form W-2 reporting, Form 1095-B must be provided to responsible individuals by the first
business day on or after January 31 of the calendar year following the calendar year for which coverage
1s provided. For example, for coverage provided in 2015, Form 1095-B must be provided to responsible
individuals by February 1, 2016 because January 31, 2016 is a Sunday.

Form 1094-B and Forms 1095-B must be filed with the IRS by the first business day on or after March
31 of the calendar year following the calendar year for which coverage is provided, if the forms are filed
electronically. For example, for coverage provided in 2015, Forms 1094-B and 1095-B must be
electronically filed with the IRS by March 31, 2016. However, if the forms are “paper” filed, the
deadline is the first business day on or after February 28 of the calendar year following the calendar year
for which coverage is provided.

How does the individual mandate reporting requirement apply to entities that are part of a
controlled group?

Employer-sponsors in a controlled group that are not “large employers” may complete the individual
mandate reporting as separate entities or have one entity in the controlled group complete the individual
mandate reporting for all entities in the controlled group. This situation may be rare because typically
entities that belong to a controlled group will be “large employers.” (Note: this is different than the
application of the pay or play reporting requirements to entities in a controlled group. See Q&A #21.)

May a third-party administrator complete the individual mandate reporting?

Yes. Entities that are subject to individual mandate reporting may enter into an arrangement with a
third-party administrator to complete the individual mandate reporting. But, these arrangements do not
transfer any potential liability for failing to comply with the individual mandate reporting requirements
to the third-party administrator.



Pay or Play Reporting (Section 6056 Reporting)

13.

14.

Which entities must complete pay or play reporting?

Large employers that are subject to Health Care Reform’s pay or play penalty are required to complete
pay or play reporting, regardless of whether the entity sponsors a group health plan.

A large employer is an employer that employs at least 50 full-time and full-time equivalent employees in
the previous calendar year.

What information is required to be reported under the pay or play reporting requirement?

The information required to be reported under the pay or play reporting requirement varies based on
whether or not the employer provides a group health plan and, if so, whether the group health plan is
fully insured or self-funded. Pay or play reporting requires the following information to be included on
the following forms:

1094-C (transmittal form): Must be completed by all large employers.

. Part I. The employer’s name, employer identification number, street address, and a contact
person’s name and telephone number.

If the employer is a governmental employer that designates another governmental entity to
complete the pay or play reporting on its behalf (see Q&A#24), the designated governmental
entity’s name, employer identification number, street address, and a contact person’s name and
telephone number must also be included.

. Part II:
. Whether the Form 1094-C is an “authoritative transmittal” (see Q&A# 23).
. Total number of Forms 1095-C filed by or on behalf of the employer.
. Whether the employer is part of a controlled group of entities.

" Whether the employer qualifies for: (1) the “Qualifying Offer” method (see Q&A# 15);
(2) the “2015 Qualifying Offer” method (see Q&A# 16); (3) transition relief from the pay
or play penalty for “mid-size” employers or non-calendar year plans; or (4) the “98%
Offer” method (see Q&A# 17).

. Part III:

. Whether minimum essential coverage was offered in all 12 calendar months, and if not,
which months minimum essential coverage was and was not offered.

. The number of full-time employees in each calendar month, not including full-time
employees in a “limited non-assessment period” (e.g., a full-time employee during the
months the employee was subject to the group health plan’s waiting period).

. The total number of employees in each calendar month (this includes, full-time and non-
full-time employees).

. Whether the employer was part of a controlled group in each calendar month.

. Whether the employer was subject to transition relief from the pay or play penalty for

“mid-size” employers or non-calendar year plans in each calendar month.
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15.

o Part IV: The names and employer identification numbers of every other entity that was in the
same controlled group at any point during the calendar year.

o Form 1094-C must be signed under the penalties of perjury.

1095-C (employee statements): Must be completed by all large employers on behalf of all full-time
employees, regardless of whether the full-time employee is enrolled in a group health plan. For
fully insured plans, Part I1I is not required.

. Part I:
. Employee’s name, Social Security number, and street address.
= Employer’s name, employer identification number, street address and contact telephone
number.
. Part II:
. Whether an “offer of coverage” was made for all 12 calendar months and, if not, which
months an “offer of coverage” was made.
. The full-time employee’s cost for “self-only” coverage in the lowest cost group health

plan providing minimum essential coverage.

. Any applicable safe harbor relied on by the employer (e.g., the applicable “affordability”
safe harbor).

Part III (Employer-sponsors of fully insured plans are not required to complete this information):
Covered individual’s name, Social Security number, and months of the calendar year that the
individual was enrolled in the self-funded group health plan. (A “covered individual” is any
individual enrolled in the group health plan. This includes both full-time and part-time
employees, employees’ spouses and dependents, retirees, COBRA qualified beneficiaries, etc.)
This information must be provided by large employer-sponsors of self-funded group health plans
to comply with the individual mandate reporting requirements. See Q&A# 6.

What is a “Qualifying Offer” and how does this affect the employer reporting requirements under
pay or play reporting?

A “Qualifying Offer” is an offer of coverage that provides minimum value at an employee cost for “self-
only” coverage that does not exceed 9.5% of the “mainland single federal poverty” level to one or more
full-time employees for all months during the year for which the employee was a full-time employee.
(This definition of affordability is narrower than the definition under the pay or play penalty
regulations.) A “Qualifying Offer” must include an offer of coverage to the employee’s spouse and
dependents, if any.

For each full-time employee that the employer provides a “Qualifying Offer,” the employer:
o Should check the box entitled “Qualifying Offer Method” in item 22 on Form 1094-C.

o May include indicator code “1A” in item 14 on Form 1095-C (i.e., Part II) for each month (or all
12 calendar months, if applicable) that a qualifying offer was made to the full-time employee.

o May omit the full-time employee’s cost for “self-only” coverage in the lowest cost group health
plan providing minimum essential coverage in item 15 on Form 1095-C (i.e., Part II).
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16.

17.

The employer may provide an alternative statement to each full-time employee for which a “Qualifying
Offer” was made for all 12 calendar months, instead of a copy of Form 1095-C, that includes the
following information:

o The employer’s name, employer identification number and street address.

o Contact name and telephone number of an individual at the employer that is responsible for
answering questions regarding the employer’s group health plan.

o A statement indicating that for all 12 months of the calendar year, the employee and his or her
spouse and dependents, if any, received a Qualifying Offer and are not eligible for a premium tax
credit.

What is a “2015 Qualifying Offer” and how does it affect the employer reporting requirements
under pay or play reporting?

If an employer makes a “Qualifying Offer” (see Q&A# 15), to 95% of its full-time employees in 2015
(but not the full-time employee’s spouse or dependents), the employer:

. Should check the box entitled “Qualifying Offer Method Transition Relief” in item 22 on Form
1094-C.

. May include indicator code “11” in item 14 on Form 1095-C (i.e., Part II) for each month (or all
12 calendar months, if applicable) that a 2015 Qualifying Offer was made to the full-time
employee.

. May omit the full-time employee’s cost for “self-only” coverage in the lowest cost group health

plan providing minimum essential coverage in item 15 on Form 1095-C (i.e., Part II).

The employer may provide an alternative statement to each employee, instead of a copy of Form 1095-
C, that includes the following information:

. The employer’s name, employer identification number and street address.

. Contact name and telephone number of an individual at the employer that is responsible for
answering questions regarding the employer’s group health plan.

. A statement indicating that the employee and his or her spouse and dependents, if any, may be
eligible for a premium tax credit.

L ]

The alternative reporting method for 2015 Qualifying Offers does not apply to employees who receive a
“Qualifying Offer” (see Q&A# 15) and is only applicable for coverage provided in 2015 (i.e., Forms
1095-C provided to employees by January 31, 2016). In other words, if a full-time employee receives a
“Qualifying Offer” in 2015 the employer should use the alternative reporting for “Qualifying Offers” not
“2015 Qualifying Offers.”

What is a “98% Offer” and how does it affect the employer reporting requirements under pay or
play reporting?

A “98% Offer” is an offer of coverage that provides minimum value and is affordable (under one of the
“affordability” safe harbors) to at least 98% of the employer’s full-time employees (and their
dependents).
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18.

19.

20.

21.

If a large employer provides a “98% Offer” it is not required to include the number of its full-time
employees in each calendar month in Part III of Form 1094-C.

Is pay or play reporting required for individuals receiving COBRA continuation coverage or
retiree coverage?

Former employees, including COBRA qualified beneficiaries and retirees, are not “full-time
employees.” So, generally, no pay or play reporting is required for these individuals. However, the
instructions to Forms 1094-C and 1095-C state, if “the retiree was a full-time employee for any month of
the calendar year (for example, before retiring mid-year), the employer must complete information for
all twelve months of the calendar year.” Presumably, this would also apply to COBRA qualified
beneficiaries.

For purposes of individual mandate reporting, employer-sponsors of self-funded group health plans must
report the required information under the individual mandate reporting requirement on behalf of
individuals who are receiving health coverage from a self-funded group health plan as a COBRA
qualified beneficiary or a retiree. It appears that in this case, the employer-sponsor can use Form 1095-
C (instead of Form 1095-B) to complete the individual mandate reporting requirement by completing
Parts I and III.

Is pay or play reporting required on a calendar year basis or a plan year basis?

Even if a group health plan operates on a non-calendar basis (i.e., maintains a plan year other than the
calendar year), pay or play must be reported on a calendar year basis. (But, in months that the employer
qualifies for transitional relief from the pay or play penalty, the employer need only indicate the form of
transitional relief which it relies on. See Q&A# 14.)

When must pay or play reporting be completed?

The deadline for pay or play reporting is the same as the individual mandate reporting. Form 1095-C
must be provided to all full-time employees (and, for self-funded plans, all employees enrolled in the
self-funded group health plan) by the first business day on or after January 31 of the calendar year
following the calendar year for which coverage is provided. For example, for coverage provided in
2015, Form 1095-C must be provided to employees by February 1, 2016 because January 31, 2016 is a
Sunday.

Form 1094-C and Forms 1095-C must be filed with the IRS by the first business day on or after March
31 of the calendar year following the calendar year for which coverage is provided, if the forms are filed
electronically. For example, for coverage provided in 2015, Forms 1094-C and 1095-C must be
electronically filed with the IRS by March 31, 2016. However, if the forms are “paper” filed, the
deadline is the first business day on or after February 28 of the calendar year following the calendar year
for which coverage is provided.

How does the pay or play reporting requirement apply to entities that are part of a controlled
group?

Each entity of the controlled group must separately file Form 1094-C and Forms 1095-C with the IRS.
Further, each entity of the controlled group must separately provide employees with Form 1095-C. The
different entities of the controlled group should use their own employer identification numbers when
completing the pay or play reporting requirements. In other words, the pay or play reporting
requirement cannot be completed for multiple entities within the same controlled group on a combined
basis.
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22.

23.

24,

Having said that, there is nothing prohibiting one entity within a controlled group from assisting another
entity within the same controlled group complete the pay or play reporting requirements. In fact, this
may be typical if different entities within a controlled group participate in the same group health plan.
In this arrangement, the entity that is the “plan sponsor” of the group health plan is likely the entity that
maintains much of the information necessary to complete the pay or play reporting requirements.

May a third-party administrator complete the pay or play reporting?

Yes. Entities that are subject to pay or play penalty reporting may enter into an arrangement with a
third-party administrator to complete the pay or play reporting. But, these arrangements do not transfer
any potential liability for failing to comply with the pay or play reporting requirements to the third-party
administrator. Further, this does not remove the requirement that each entity in a controlled group must
separately comply with the pay or play reporting requirements (see Q&A# 21).

May an entity that is subject to the pay or play reporting requirements file multiple Forms 1094-
C?

Yes, the instructions indicate that an entity that is subject to the pay or play reporting requirements may
file multiple Forms 1094-C, provided that one Form 1094-C is also filed that reports the aggregate data
reported on all Forms 1094-C. The Form 1094-C with the aggregate data should be marked the
“authoritative transmittal” in item 19 of Form 1094-C (i.e. Part II). (See Q&A# 14.)

An example of when multiple Forms 1094-C may be used is if an entity wants to report separately for
different divisions within the same entity. In this situation, each division may file a separate Form 1094-
C (along with the applicable Forms 1095-C). However, the entity must submit one Form 1094-C that
combines all information filed on all Forms 1094-C and is marked the “authoritative transmittal.”

Note: Entities that file one Form 1094-C should always mark that Form 1094-C the “authoritative
transmittal.” Further, a Form 1094-C should not be filed that combines the information of Forms 1094-
C filed by multiple entities within a controlled group (see Q&A# 21).

May an employer that is a governmental employer designate a third-party to complete the pay or
play reporting?

Yes. A governmental employer (which is the government of the United States, any State, a political
subdivision of any State, an Indian tribal government or a political subdivision of any Indian tribal
government) may designate another governmental unit that is part of or related to the governmental
employer to complete the pay or play reporting. This does not remove the requirement that each entity
within a controlled group of governmental employers must separately comply with the pay or play
reporting requirements.

Unlike entering an agreement with a third-party administrator to complete the pay or play reporting (see
Q&A# 22), the designated third-party governmental unit must agree to be responsible for pay or play
reporting and is subject to any potential penalties for failing to satisfy the pay or play penalty reporting
requirements. (However, the governmental employer that designates the third-party governmental unit
is still subject to any applicable pay or play penalties.)

Brown & Brown of Central Michigan, Inc.
1605 Concentric Bivd., Suite #1, Saginaw, M| 48604 ~ Phone: 989-249-5960 ~ FAX: 989-249-5966
Angela Garner, Executive Vice President, agarner@bbcmich.com
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