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Executive Summary 
 
In recent weeks, the government has issued helpful guidance to employers who sponsor group health plans for their 
employees, addressing laws both new and old: 
 

• For calendar year health plans, a new Summary of Benefits and Coverage, together with a Uniform Glossary 
of key terms, will need to be provided to participants, beginning with open enrollment in the Fall of 2012.   

 
• The W-2 reporting of the cost of employer-provided group health coverage (applicable in 2012 to employers 

issuing more than 250 W-2s for 2012) has received much-needed clarification for certain arrangements and 
plans.   

 
• Mental health parity standards have been extended to nonquantitative treatment limitations, such as 

preauthorization requirements and medical management techniques.   
 

• Other key features of health plan design that may need to change under Federal health reform, such as 
automatic enrollment, the 90-day waiting period limitation, and the employer shared responsibility 
provisions, have been somewhat deferred pending the issuance of additional guidance.  However, the 
government recently issued some FAQs that provide some indication of the approach that the government is 
anticipated to take on these topics.   

 
What You Should Do 
 
These new developments require employers sponsoring group health plans to work with their brokers and 
consultants to ensure that their plan terms and design conform to the new mental health parity standards, and to 
ensure that they will be able to provide the SBC and Uniform Glossary in time for open enrollment this Fall.  In 
addition, plan sponsors should ensure that their payroll departments, or outside payroll vendors, are fully aware of the 
most recent guidance from the IRS regarding the W-2 reporting of the cost of health coverage. 
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Summary of Benefits and Coverage, and Uniform Glossary, to be Required for Open Enrollment 
Periods Beginning After September 23, 2012 
 
After a brief delay, the government has issued final regulations regarding the four-page Summary of Benefits 
and Coverage (the “SBC”) and the Uniform Glossary for group health plans that must be provided to plan 
participants in order to help individuals better understand their health coverage and enable them to compare 
coverage options.  These new documents will need to be provided, starting with the first open enrollment 
period that begins on or after September 23, 2012—effectively providing a 6 month delay from the initial 
implementation date that had been proposed.   
 
The final regulations set forth a list of requirements for the SBC that reflect the following required content 
elements: 

• Uniform standard definitions of medical and health coverage terms 
• A description of the coverage, including cost sharing, for each category of benefits 
• Information regarding any exceptions, reductions or limitations under the coverage 
• Cost-sharing provisions of the coverage, including deductible, coinsurance, and copayment   

  obligations; 
• Renewability and continuation of coverage provisions 
• Coverage examples to illustrate common benefits scenarios, including pregnancy and serious  

  or chronic medical conditions; 
• With respect to coverage beginning on or after January 1, 2014, a statement about whether   

  the plan or coverage provides “minimum essential coverage” 
• A statement that the SBC is only a summary and the plan documents should be consulted to   

  determine the governing provisions of coverage 
• Contact information for questions 
• For plans maintaining one or more networks of providers, an internet address or similar   

  information for obtaining a list of network providers 
• For plans using a formulary in providing prescription drug coverage, an internet address or   

  similar information for obtaining information on prescription drug coverage 
• An internet address for obtaining the Uniform Glossary. 

 
 However, the SBC is not required to include premium or cost of coverage information, which is expected to 
reduce the need to constantly update the SBC.  
 
After the initial SBC and Uniform Glossary are provided, they need to be provided upon a person’s 
application for coverage, upon renewal or reissuance, and upon request, and they need to be updated if any 
terms of the plan or coverage are modified.  Distribution can be made electronically, provided that certain 
requirements are satisfied.  The final regulations also include special rules to prevent unnecessary duplication 
in the SBC with other documents.  For example, upon renewal, the plan is only required to provide a new 
SBC with respect to the benefit package or option in which the participant is already enrolled; SBCs are not 
required to be provided automatically upon renewal with respect to benefit packages in which the participant 
is not enrolled, but must be provided upon request as soon as practicable, and no later than seven business 
days following such request.   
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The government has issued an SBC template and the Uniform Glossary for use during the first year, which 
can be found at the following links: 
 
http://www.dol.gov/ebsa/pdf/SBCtemplate.pdf 

http://www.dol.gov/ebsa/pdf/SBCSampleCompleted.pdf 

http://www.dol.gov/ebsa/pdf/SBCInstructionsGroup.pdf 

http://www.dol.gov/ebsa/pdf/SBCYesAnswers.pdf 

http://www.dol.gov/ebsa/pdf/SBCNoAnswers.pdf 

http://www.dol.gov/ebsa/pdf/SBCUniformGlossary.pdf 

 
For calendar year health plans that typically have their open enrollment period sometime in October or 
November of each year, these documents will need to be prepared and distributed at the same time as other 
materials in the open enrollment period later this year.  For disclosures to participants who enroll in a group 
health plan other than through an open enrollment period (including individuals who are newly eligible for 
coverage and special enrollees), the requirements will apply with the first plan year that begins on or after 
September 23, 2012. 
 
If you have a fully insured plan, the responsibility to provide an SBC falls on the health insurance issuer; if 
you have a self-insured health plan, the responsibility falls on the employer, as plan sponsor and 
administrator.  However, SBCs do not need to be provided for health flexible spending accounts, health 
savings accounts, or stand-alone dental or vision plans that constitute excepted benefits that are not subject to 
the requirements of the Patient Protection and Affordable Care Act – the Federal health reform law known 
as “PPACA”.  Failure to provide the SBC can expose the group health plan to penalties of up to $1,000 for 
each willful failure.  
 
W-2 Reporting of Cost of Group Health Coverage 
 
Employers with more than 250 W-2s are required to report the cost of group health coverage on 2012 W-2s 
(which will be issued no later than January 31, 2013).  Recently, the IRS issued some additional guidelines 
about these reporting obligations in IRS Notice 2012-9, which clarifies the application of these rules  to 
certain situations, as follows: 
 

• The reporting requirement does not apply to coverage under health flexible spending accounts, as 
long as contributions occur only through employee salary reduction elections (and not through 
employer contributions) 

• The reporting requirement does not apply to stand-alone dental or vision plans, fixed indemnity 
plans, or health reimbursement arrangements that are otherwise exempted from the provisions of 
PPACA. 

http://www.dol.gov/ebsa/pdf/SBCtemplate.pdf�
http://www.dol.gov/ebsa/pdf/SBCSampleCompleted.pdf�
http://www.dol.gov/ebsa/pdf/SBCInstructionsGroup.pdf�
http://www.dol.gov/ebsa/pdf/SBCYesAnswers.pdf�
http://www.dol.gov/ebsa/pdf/SBCNoAnswers.pdf�
http://www.dol.gov/ebsa/pdf/SBCUniformGlossary.pdf�
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• The reporting requirement does not apply to employee assistance programs (EAPs), wellness 
programs, or on-site medical clinics, as long as the employer does not charge a premium with respect 
to that type of coverage. 

 
Many of these clarifications are welcome relief to payroll departments and vendors. 
 
Mental Health Parity Implementation 
 
In late 2011, the government issued some FAQs that provide further guidance regarding the implementation 
of the Mental Health Parity and Addiction Equity Act of 2008, which specifies that the financial requirements 
and treatment limitations imposed on mental health and substance use disorder benefits cannot be more 
restrictive than the predominant financial requirements and treatment limitations that apply to substantially all 
medical and surgical benefits. 
 
Previously, the government has provided information about the financial requirements (such as copayments 
or coinsurance) or quantitative treatment limitations (such as the limit on the number of outpatient visits or 
inpatient days covered) on mental health or substance use disorder benefits.  However, most recently, the 
parity standards were expanded to address non-quantitative treatment limitations, such as preauthorization 
standards and other medical management techniques.  Consequently, plan sponsors need to work with their 
insurance brokers, carriers, and consultants to review the design of their plans to insure conformity with this 
new guidance. 
 
Guidance Regarding Automatic Enrollment, Waiting Periods, and Employer Shared Responsibility 
Features of PPACA 
 
Many provisions of the PPACA are designed to expand access to affordable health coverage.  While the 
Supreme Court is reviewing the constitutionality of the law, with particular  focus on the employer shared 
responsibility features, the Department of Labor recently issued Technical Release 2012-01 and the IRS 
issued Notice 2012-17, providing guidance regarding the implementation of certain features of the law, as 
follows:   
 

• Automatic Enrollment.  Under PPACA, an employer that has more than 200 employees is supposed 
to automatically enroll new full-time employees in one of the employer’s group health plans, and to 
continue the enrollment of current employees in such a plan.  The law also requires adequate notice 
and the opportunity for an employee to opt out of any coverage in which the employee was 
automatically enrolled.  These provisions were due to take effect by 2014, but the Department of 
Labor recently announced that its guidance will not be ready to take effect by then, and therefore 
employers are not required to comply with this feature until final regulations are issued and become 
applicable. 

 
• 90-Day Waiting Period.  Under PPACA, group health plans cannot apply any waiting period 

exceeding 90 days, for plan years beginning on or after 2014.  The Department of Labor has signaled 
that plans should be able to continue to have eligibility conditions such as full-time status, a bona fide 
job category, or the completion of specified cumulative hours of service within a specified period 
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(such as 12 months), as long as such features are not designed to avoid compliance with the 90-day 
waiting period limitation.  Indeed, the guidance confirms that nothing in the law requires employers 
to offer coverage to any particular employee or class of employees, including part-time employees. 

 
• Employer Shared Responsibility.  Under PPACA, large employers with 50 or more full-time 

equivalent employees could be subject to penalties under the “pay or play” provisions if the employer 
does not offer its full-time employees and their dependents the opportunity to enroll in minimum 
essential coverage under an eligible employer-sponsored plan, or if such coverage is unaffordable 
relative to the employee’s household income.  Recent guidance indicates that the IRS and the 
Department of Labor will be coordinating future guidance about how many of these provisions will 
be interpreted and applied, including further guidance regarding how an employee is determined to 
be a “full-time employee” and confirming that no penalties will be assessed against an employer who 
does not offer coverage to employees during the first three months of employment. 
 

* * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * 

If you have any question about these new developments in particular, or about your health and welfare plans 
in general, please let me know. 

 
Andrea O’Brien 

ISLER DARE RAY RADCLIFFE & CONNOLLY, P.C. 
1919 Gallows Road, Suite 320 

Vienna, Virginia 22182 
703-748-2690 

aobrien@islerdare.com 
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