Premium Only Plan  -  Examples of Impact of Before and After Tax Elections


CANCELLATION OF HEALTH COVERAGE
Employee wants to cancel health coverage mid-year – (decided it wasn’t worth the price, unhappy with service or payment to providers, change in provider network, experienced financial hardship and cannot afford coverage)
 
Before-Tax Premiums:
Request Denied:   Reason for cancellation must be an IRS Qualifying Event.  There is no IRS provision that permits a change for the reasons listed above.  Employee must wait until the October Annual Enrollment period to cancel coverage.

After-Tax Premiums:
Request Approved:  Coverage will cancel at the end of the month in which termination of coverage document submitted.  Eligible for refund of any overpaid premiums.


ENROLLMENT IN NEW SPOUSE’S PLAN
Employee gets married 4/15 and enrolls in new spouse’s coverage, effective date of marriage.  On 6/1, employee asks to drop coverage at LSUHSC based on coverage under new spouse’s plan

Before-Tax Premiums:
Request Denied:  Although marriage and enrollment in new spouse’s plan is a qualifying event, THE CHANGE WAS REQUESTED TOO LATE.  Change documents were due within 30 days of the date of marriage.  Employee must wait until the October Annual Enrollment period to drop coverage.

After –Tax Premiums:
Request Approved on a going forward basis:  Coverage will end on the last day of the month in which termination document submitted.   In this example, coverage would terminate 6/30.  Eligible for refund of any overpaid premiums for July coverage.

EMPLOYEE AND SPOUSE SEPARATE
Employee enrolled with employee + spouse health coverage.  Spouse moves out mid-year and employee wants to drop them from coverage

Before-Tax Premiums:
Request Denied:  The State of Louisiana does not recognize legal separation, nor does IRS define spouse moving out as a qualifying event.
Employee must wait until the October Annual Enrollment period or submit divorce decree within 30 days of date of divorce to drop spouse.

After-Tax Premiums:
Request Approved:  Spouse coverage will terminate on the last day of  the month in which paperwork is submitted to drop her from coverage.  Eligible for a refund of any overpaid premiums.


EMPLOYEE ENROLLS FOR COVERAGE DUE TO SPOUSE’S LOSS OF EMPLOYER SPONSORED PLAN (LAYOFF, CHANGING JOBS, EMPLOYER CANCELS COVERAGE)
Employee with no health coverage submits application to add family due to loss of prior coverage.

Can elect Before-Tax Premiums Only Plan if:
Enrollment documents received within 30 days of loss of prior coverage.  Supporting documentation verifying loss of coverage date required.

After-Tax Premiums:
If enrollment documents are received after 30 days of termination of coverage or if supporting documentation verifying loss of coverage date not submitted on time, premiums will not qualify for before-tax option.  However you can enroll for Premiums Only Plan during the next Annual Enrollment period






EMPLOYEE REQUESTS ADDITION OF DEPENDENTS TO CURRENT COVERAGE
Employee with before-tax deductions for  medical, dental, and vision coverage submits enrollment document  mid-plan year to add dependents.

Dependents qualify for Before-Tax premiums if:
Dependents are being added due to loss of coverage under prior plans within the 30 day notification period with supporting documents.
In this scenario, dependents qualify for medical, dental and vision coverage

Dependent share of premiums will be After-Tax if:
There is no qualifying event OR documents submitted more than 30 days after the qualifying event.
In this scenario, dependents qualify only for medical coverage which allows employees to add dependents at any time during the year.  Dental and Vision plans restrict enrollment to the October Annual Enrollment period with a January 1 effective date.




EMPLOYEE LATE IN REPORTING A CHANGE IN STATUS
Employee with medical coverage reports a divorce that occurred 24 months ago.

Before-Tax premiums:
Per health plan document, a divorced spouse is not eligible for coverage so the employee will be allowed to remove the ex-spouse.
However, for premium purposes, the change is a “going forward” basis and employee has forfeited overpaid premiums.

After-Tax premiums:
Ex-spouse is retroactively removed from coverage employee is eligible for refund of overpaid premiums back to the change in status date.






UNPAID LEAVE OF ABSENCE
Employee on a Non-FMLA leave without pay
Before-Tax Premiums:
Employee becomes responsible for full cost of health premium  if on a non-FMLA  leave without pay for one full month or more.  This significant increase in health plan premiums rates is an IRS Qualifying Event so the employee can cancel coverage.

If the employee who dropped coverage re- enrolls after return from leave without pay, they will pay premiums on an After-Tax basis.

If the employee terminates life insurance, long term disability or long term care plans, re-enrollment is not automatic and subject to underwriter approval based on current health status of the applicant.
After-Tax premiums:
Employee can cancel coverage and is eligible for a refund of any overpaid premiums.

Employee on an FMLA leave without pay
Employee has the option to retain coverage and qualifies for the employer matching contributions for the FMLA protected period regardless of Before-Tax or After-Tax premium status.
If the employee elects to retain coverage, the employer must make premium payment on the employee’s behalf, if necessary, to retain coverage during the FMLA protected period.  Employer has the right to recover premiums paid on the employee’s behalf after return to work.

Workers’ Compensation leave without pay
Employee has the option to retain coverage and qualifies for the employer matching contributions for the FMLA protected period regardless of Before-Tax or After-Tax premium status.
The Office of Group Benefits requires the agency to continue payment of the employer match for up to 12 months regardless if the leave is FMLA or Non-FMLA.
If the employee who dropped coverage re- enrolls after return from leave without pay, they will pay premiums on an After-Tax basis.

If the employee terminates life insurance, long term disability or long term care plans, re-enrollment is not automatic and subject to underwriter approval based on current health status of the applicant.
