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Health Care Reform

Insurers, Employers Act Fast on Reform

Although many of the provisions in the sweeping health care reform legislation don't take effect for
months or years, many insurers and employers are getting a jump on the law.

UnitedHealthcare, CIGNA and several other health insurers are changing their rules
to allow young adults up to age 26 to be included on their parents' health care plans,
according to a report in USA Today. This move, the insurers say, will keep these
young people from falling into a coverage gap between graduating college and
landing a job.

The provision takes effect on the first day of a plan year starting six months after
March 23, the day the president signed the bill. For employers with calendar-year
plans, the change will take effect on Jan. 1, 2011.

The insurers' moves raised questions of whether employees would be taxed on the cost of the coverage if
plans expanded coverage before the effective date. However, the IRS recently issued Notice 2010-38,
which states that tax-free coverage for employees' children will be extended immediately. This tax-
favored coverage is allowed through the end of the calendar year in which the child turns 26, Business
Insurance reports.

Before health care reform's passage, only dependent children up to age 19, or those up to age 24 if they
were full-time students, were allowed to be covered by their parents' plans.

The notice also states that flexible spending accounts (FSAs) can be changed now to pay for uncovered
expenses for dependent children up to age 27. The IRS plans to post new regulations extending that
change to employees' nondependent children under age 27.
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"We want to make it as easy as possible for employers to quickly implement this change and extend
health coverage on a tax-favored basis to older children of their employees," said IRS Commissioner
Doug Shulman.

In addition to the coverage changes for employees' children, many insurers say they will no longer cut
off participants' coverage, known in the industry as "rescissions."

The health care reform law requires insurers to end the practice in September, but insurers have decided
again to act early.

Employers also are finding they need to make some fast changes to comply with some lesser-known
provisions.

For instance, employers must now provide time and a place for breastfeeding mothers to express milk at
work. The health care reform law, which amended the Fair Labor Standards Act (FLSA), states that the
place must be somewhere other than a bathroom. Small employers can be exempt if they can show the
rule would create "undue hardship," and compensation during break time is not required. However, the
law does not supersede any existing state laws that relate to benefits for workers who are breastfeeding.

This change to FLSA was activated when the president signed the bill on March 23.

Employers should immediately set up an appropriate location, amend break policies and inform
managers of the new provisions, according to the law firm Troutman Sanders in a recent press release.

Prescription Drugs

Pricey Drugs, Bad Habits Fuel Health Costs

Employers battling the rise of health care cost -- particularly for prescription drugs -- can expect even
bigger challenges ahead because of the explosion of the specialty drug market,
experts say.

Specialty drugs, used to treat chronic conditions such as diabetes and multiple
sclerosis, are becoming more prevalent, and more are on the away, according to
Medco, a pharmacy benefit manager. Medco estimates that 30 percent to 40 percent
of drugs now being researched are in the specialty category. Some experts predict as
much as a five-fold increase in current volumes of these drugs over the next 10
years, according to Employee Benefit News.

These specialty drugs often come at a high price, which adds to employers' cost burden for their health
care benefits. A recent report by IMS Health announced a 5.1 percent increase in U.S. prescription drug
sales in 2009. Nearly 21 percent of total sales came from specialty drugs, IMS reported.

Many experts say employers should prepare for this trend now by implementing cost-control strategies.

"The most knowledgeable plan sponsors recognize the impact of prescription drugs on overall medical
costs, and plan sponsors are concerned," said Nick Vasilopoulos, senior vice president of marketing
strategy for Medco Health Solutions. "Some plan sponsors are requiring members to take a look at
utilization."

The use of generics and value-based approaches, which can include dropping the employee copayment
for generics, are gaining traction, said Connie Perry, vice president for practice leadership at PharmD.






