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WHERE

Are We Today?



Key Actors in the Administration

Donald Trump
Alex Azar President

Steven Mnuchin

Secretary of the Department

Secretary of the Treasury
of Health and Human Services

Seema Verma

Administrator of the Centers for
@s Medicare and Medicaid Services %=
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Key Actors in Congress

Speaker of the House Senate Majority Leader

Paul Ryan (R-WI) Mitch McConnell (R-KY)
Republicans control the chamber 239-193. Republicans control the chamber 51-49. .‘-".'.".%E 238 E:" Soee

Seiise 100 “Lesese

Republicans have more than the 218  ### i Republicans do not have enough votes

votes necessary to pass legislation to overcome a filibuster (60 votes), and

under regular order using only a will need at least 9 Democrats to pass
simple majority. legislation through regular order.




Democrats who may not vote along party lines

RE-ELECT ISSUE PERSONAL ELECTORAL SLil;g:T
SENATOR STATE YEAR ALIGNMENT SUPPORT INCENTIVE SCORE
Heitkamp ND 2018 3.5 | | 5 3.4
Manchin WV 2018 3 1 5 3.3
Tester MT 2018 2.5 1 5 3.1
Donnelly IN 2018 3 1 4.5 3.1
McCaskill MO 2018 2.5 1 6.5 2.9
Brown OH 2018 1 1 4 2.3
Stabenow Mi 2018 2 1 3 2.1
Klobuchar MN 2018 2 1 3 2.1
Casey PA 2018 2 1 3 2.1




Republicans who may not vote along party lines

RE-ELECT ISSUE PERSONAL ELECTORAL SIJIE’l;g;T
SENATOR STATE YEAR ALIGNMENT  SUPPORT  INCENTIVE SCORE
Collins ME 2020 2.3 3 bl 2.1
Heller NV 2018 3.5 3 2.5 2.9
McCain AZ 2022 3 3 3.5 |
Gardner CcO 2020 4 3 2.5 3.2
Portman OH 2022 3 3 4 3.2
Murkowski AK 2022 3 3 4.5 .
Flake AZ 2018 3.5 3 3.5 3.4
Graham SC 2020 4 2 4.5 3.5
Lee Ut 2022 3.5 3 4.5 3.5
Toomey PA 2022 4 4 3 3.8

Source: https://five
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Legislative
Actions



Healthcare Reform

5/4/17

House votes 217-213 to pass the
AHCA, with additional amendments
including a state flexibility amendment
and additional high-risk pool funding.
20 Republicans defect.

7128117

Senate votes 49-51 rejecting the
Health Care Freedom Act, a substitute
amendment to the reconciliation hill
(the "skinny repeal").

Three Republicans defect,

9/13117
Senators Lindsey Graham (R-SC)
and Bill Cassidy (R-LA) introduce
reconciliation bill to relegate ACA
powers to the states, following
interest expressed by Senator
John McCain (R-AZ), one of
the defectors from July.

9/26/17
Senate Majority Leader Mitch

McConnell (R-KY) announces that
the Graham-Cassidy plan will not be
voted on, after three Republicans
announce opposition.

- FY 2017 Reconciliation vehicle expired 9/30/17

- FY 2018 Reconciliation vehicle used for tax reform
- FY 2019 Reconciliation vehicle is now available
(entitlement reform?)



Tax Reform

- Drastically reduces the top corporate tax rate from 35% to 21% effective in
2018; top rate for individual taxes would be lowered from 39.6% to 37%
with standard deductions doubled.

- ACA’s individual mandate penalties to obtain health insurance would be
eliminated beginning in 2019.

- The medical-expense deduction would be retained and temporarily
expanded for two years by reducing the threshold to 7.5% of AGI, the level
that was set prior to the enactment of the ACA.

« Does not address the health insurance (HIT) and Cadillac/excise taxes.

- Does not address employer exclusion of health insurance.



Regulatory
Actions




Executive Order Directs
Regulatory Action

- President Trump signs executive order directing federal agencies to reinterpret ERISA
to expand the availability of association health plans (AHPs), short-term limited
duration insurance (STLDI) policies and Health Reimbursement Arrangements (HRAs)

- The order does not immediately trigger any of these provisions but establishes a
specific timetable for the Departments of Labor, Treasury and Health and Human

Services to consider proposing regulations or revising guidance and report to the
president on the feasibility of enacting such provisions.

AHPs =3 60 Days for DOL to propose regulations or revise guidance
STLDI| —3» 60 Days for all agencies to propose regulations or revise guidance
HRAS =gy 120 Days for all agencies to propose regulations or revise guidance

——) ] 80 Days for HHS, Treasury, Labor and the Federal Trade
Commission to report on state and federal laws, regulations

and policies that limit healthcare competition and choice
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Association Health Plans
Proposed Regulation

- Modifies the definition of “employer” under ERISA regarding
AHPs that can sponsor group health coverage.
- Employers must:

- Be in the same trade, industry, line of business, or profession;
-Or.

- Have a principle place of business within a region that does
not exceed the boundaries of the same State or the same
metropolitan area (can cross state lines)

- Groups or associations sponsoring the AHPs must be bona fide
employment-based associations

- Self-employed individuals/sole proprietors are permitted to take
part in associations



Continuing Resolution
Delays ACA Taxes

- CR signed into law by President Trump on January 22, 2018

- Delays the Cadillac/excise Tax until January 2022

- One-year moratorium of the Health Insurance Tax for calendar
year 2019

- Delays the Medical Device Tax until January 2020

- Six-year extension of the Children's Health Insurance Program
(CHIP)



H.R. 1892
- C.R. signed into law by President Trump on February 9, 2018.
- Funds federal government through March 23, 2018.
- Medicare changes:

- "Doughnut Hole" - pharmaceutical companies would be
required to pay 75% of the cost of drugs in 2019, a
year earlier than ACA requires.

- Increases Part B & D premiums from 80% to 85% for
iIndividuals earning more than $500,000 and families
over $750,000

- Repeals the ACA's Indpendent Payment Advisory
Board (IPAB), which would have recommended
Medicare cuts

- Cuts ACA's public health prevention fund by $12.7 billion

- Extends CHIP funding four more years (through FY 2027)

- Extends community health center funding for two-years

» Provides $6 billion in opioid response funding over two-
years



NAHU's
Legislative
Advocacy




Employer-based Market

Preserve the employer exclusion

The employer-based system is highly efficient at providing
American workers and their families with affordable coverage
options through group purchasing and its associated economies
of scale by spreading risk and avoiding adverse selection.

The success of this system is possible because of the preferential tax
treatment of employer-sponsored insurance coverage, where employer-paid
contributions for an employee’s health insurance are excluded from that
employee’s compensation for income and payroll tax purposes.

Proposals that would cap the maximum value of the exclusion or

eliminate it altogether would be detrimental to the stability of the

employer-based market and would negatively affect middle-class
Americans who currently benefit from this provision.



The govemnment excludes employer
contributions to an employee's health
insurance from the employee's income
for tax purposes for both parties. This

"employer exclusion" encourages
businesses to offer health insurance
% and lowers the employee's taxable

income.

WIDESPREAD
COVERAGE

175 million Americans get
health insurance through Heir
employers.’ People with
emp|c?fer-sponsorad plans are
more likely to maintain health
coverage year after year.”
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HELPS MOST
WORKERS

82 percent of workers are
safisfied with their
employersponscred health
insurance.” Nearly half say
they'd quit if their employer
stopped offering bensfits 1

5
DON'T RAIN ON TH
EMPLOYER-SPONSORED
COVERAGE PARADE

SHARED RISK,
STABLE PREMIUMS

It's easy for employees and
their families to sign up for
coverage through work. S0 an
employer's insurance pool
contains people of all ages and
health backgrounds. That
spreads risk - and leads to
lower, more stable premiums.

hHpss Sreier consusger/content damy Census/library publicat ons2 01 5/ derre/ pA 0250 podf rable 7
hp frewsmanager commpeainas comynahuw fiasies 200 A04-1 5/ ndes himl

LESS COVERAGE,
LOWER PAY

Workers and employers would
pay tax on heaﬁh plans with
premiums above a
to-be-determined amount.
Employers would respond by
cutting benefits, to stay under
the tax ’rhresholc]’
There's no guarantee that

employers would increase
salaries to replace lost benefits.

ap the employer tax
exclusion. That could harm
millions of workers and their
families by reducing their

bensfits and in

reasing their

taxable income.

HARMS MANY
WORKERS

Because premiums are rising
faster than inflation, more and
more plans would exceed the
tax threshold each year.
Ordinary workers, not just those
with generous plans, would pa
higher taxes and suber reduc
benefits.

As taxes mount, some
emg|oyers may stop oﬁering
insurance altogether.

Shepa v ccanture.comdusen/insightsmployer-bewarsworkes slemand-healhcoverage
dhitps / Svowow cccerture comy_acnmedia/ Accenture/ Conver sion-8 ssatsd Dot Com/Documentsy! Global /PO Tualpub_1 8/ Accenture ChartbrployerBavarelmpact pdffzocm=50

have to

HEIGHTENED RISK,
HIGHER PREMIUMS

As more employers drop
-:cn\frera%er employees woul
uy insurance on their
own.

Older warkers would see their

premiums spike, since the risk
of insuring them would no
longer be spread acrcss the
entire workforce.



Medical Loss Ratio
Exclude Broker Commissions from Formula

Remove independent agent and broker compensation
from the definition of “administrative expense” from the
Medical Loss Ratio (MLR) calculation.

H.R. 4575 | Reps. Billy Long (R-MO)
and Kurt Schrader (D-OR)
S. 2303 | Sens. Johnny Isakson (R-GA)
and Chris Coons (D-DE)



Taxes & Other Repeals

Repeal the Excise/Cadillac Tax

Permanently repeal the “Cadillac Tax,” which will impose
a 40% excise tax on health plans that exceed certain cost
thresholds beginning in 2022, following the delays passed

In December 2015 and January 2018.

H.R. 173 | Reps. Mike Kelly (R-PA)
and Joe Courtney (D-CT)
S. 58 | Sens. Dean Heller (R-NV)
and Martin Heinrich (D-NM)



7T ax

EXPECTATIONS VS. REAUTY

NAHU
Advocacy to
Influence 9
Cadillac/excise ‘B
Tax Repeal S

| What's the Coditlac tax?

_ . %lm .8

francs dms

Wil offect overy
generous, plopioied
plons




Taxes & Other Repeals

Repeal the Health Insurance Tax

Permanently eliminate the national premium
tax (HIT) that will add more than $500 annually
In costs to a typical family policy, with the
total cost in 2016 of $11.3 billion.

H.R. 246 | Reps. Kristi Noem (R-SD)
and Kyrsten Sinema (D-AZ)



Employer Reporting

Streamline the Reporting Process

Establish a new voluntary reporting system,
reduce the number of individuals and amount
of information that would need to be reported,

and eliminate the requirement to collect
dependent social security numbers.

H.R. 3919 | Reps. Diane Black (R-TN)
and Mike Thompson (D-CA)
S. 1908 | Sens. Mark Warner (D-VA)
and Rob Portman (R-OH)



Full Timne Definition
Restoring the 40-Hour Workweek

Repeal the 30-hour threshold for full-time
employee for purposes of the employer
mandate in the ACA and replace it with

40-hours.

H.R. 3798 | Reps. Jackie Walorski (R-IN)
and Dan Lipinski (D-IL)
S. 1782 | Sens. Susan Collins (R-ME)
and Joe Donnelly (D-IN)



Single Payer

_THE SINGLE-PAYER TORNADO

Govermnmentrun, "single-payer” healthcare would:

Senator Bernie Sanders (I-D-VT)
introduced S. 1804, a "Medicare for All"
single-payer legislation.

Arecord 16 Senators
signed on as co-sponsors.

SB 562, The Healthy California Act, would
cover all 40 million Californian residents,
replacing all private and public insurance.
Passed state Senate on 6/1/17,
awaiting state House action.




Individual Market Stability

Sens. Lamar Alexander (R-TN) & Patty Murray (D-WA)

Funds the CSRs through 2019; provides for greater flexibility for
Section 1332 waivers, establishes a new “copper-level” plan
and provides for additional federal funding on enrollment
outreach.

Sens. Susan Collins (R-ME) & Bill Nelson (D-FL)

Provides $4.5 billion in federal reinsurance funding over 2018
and 2019

Problem Solvers Caucus (40+ bipartisan house mem.)

Fully funds CSRs; establish reinsurance; employer mandate to
500+; full-time definition to 40 hrs; repeal medial device tax
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Employer Reporting

. { Internal F‘E‘Zvenue Service
- 226J notices to I% TS0 Tty R S 410

Florence, KY 41042

employers with -
preliminary penalties e

Contad name:;

owed for tax year ———

Contaot triephone number

2015 are going out Temetns
before year-end

Dear
We have made 3 preliminary caleulztion of the Employer Shared Responsibility Payment (ESEP) that you owe.

- For calendar Prpsd ESRP S Y

Our records show that you filed one or more Forms 1095-C, Employer-Provided Health Insurance Offer and

Coverage, and one or more Forms 1094-C, Transmuttal of Employer-Provided Health Insrance Offer and
year Coverage Information Retums, with the IRS. Our records also chow that for one or more months of the year at
| least one of the full-tme employees youidennfied on Form 1095-C was allowed the premuum tax credit (PTC) on
s or her mdnidual mcome tax retumn filed with the IRS. Based on this information, we are proposing that you

the amounts owe an ESRP for one or more months of the year.

You generally owe an ESRP for a month if esther:

2 * You did not offer mimmum essennal coverage (MEC) to at least [ 1% of your full-tune
a re y employees (and their dependents) and at least one of your full-time employees was certified as bemng

and $3,120. T

Letter 226 (10-2017)
Catalog Number 573055



- Employers must respond within 30 days, telling
the IRS whether they agree or disagree with the

assessment.

- If the employer agrees with the findings
in the letter he must complete, sign and
date the Form 14764 response.

- It must be sent by the date indicated on
the first page of the letter.

- Payment should accompany the letter
or it may be paid electronically.

- An employer that disagrees with the IRS’

assessment must also complete Form 14764.

- There must be a signed statement explaining

the areas of disagreement.

- Documentation supporting the statement must

be provided.

- Employers providing added documentation

should indicate this by entering a check in the
column on the Employee PTC listing titled
“Additional Information Attached.”

- The IRS will reply with an acknowledgment

letter following the employer’s response that
provides their final determination.
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How You Can Get Involved
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How You Can Get Involved

Operation Shout!

Email/call your federal representatives
NAHU' S __':_6_’-_:1

Newswire

Stay Informed: S
Read the Washington Update
every Friday and the NAHU

Newswire every morning

-m

Lobby with us at
Capitol Conference
February 26-28, 2018

Take Action

Healtheare's . Contribute to HUPAC:
2™ Y Support legislators who
: fight for agents and

brokers and the
employer-based system

Health Underwriters
POLITICAL ACTION COMMITTEE




AS NeW CHANJES COME TO Gl wuwe mecr mosmompens s e
health reform, let us help .
you be their resource

-
Compliance Corner:
[ ]
- Webcasts
Blog e :
.

Q u e Stl O I I S As Insurance brokers tralned In risk management, itis our job to anafyze and identlfy risks that might adversely affect
our client’s business objectives. Compliance with federal statutes and regulations in the areas of insurance, labor and
taxes Is a daunting task for many of our employer cllents. With the NAHU Compliance Corner, you now have a one-siop
place ta find the majarity of federal statutes that affect the employee benefits waorld.
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Michael A. Embry, RHU
President, Comprehensive Benefits, Inc.

NAHU President

Mike@cbi4dbenefits.com



