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Back to the Future: New Plan Administrator
Requirements Under Health Care Reform
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The Patient Protection and Afford-
able Care Act (“PPACA”) has cre-
ated new obligations regarding the
information a Plan must provide to
its enrollees, timing of notices to
Plan Participants of changes, and
plan changes cannot be retroac-
tive. One new obligation enacted
as part of PPACA, is the Summary
of Benefits and Coverage (“SBCs”)
document that Plans must provide
to help educate their participants on
the benefits available to them. Plans
are expected to provide a SBC(s)
to all Plan Participants at specific
times in the enrollment cycle and
also annually with Plan renewal be-
ginning with open enrollment peri-
ods that start on or after September
23,2012.

The SBC is intended to provide a
standardized, easy to understand
document that consumers can uti-
lize to compare the benefits and
coverage available under a Plan,
and to provide them with gener-
alized illustrations of the out of
pocket costs that they might expect
to pay under their Plan coverage.
While the SBC is intended to help
employees make the most informed
decision on which plan is right for

them and their families as possible,
the behind the scenes work and ad-
ditional lead-time required for the
Plan to prepare these documents is
substantial.

In theory, all a Plan needs to do
is fill in the pertinent plan cover-
age and limitations “slots” on the
SBC template provided by the De-
partment of Labor, determine how
their plan cost sharing requirements
would be applied to the two speci-
fied coverage examples, and pro-
vide the SBC to Plan participants
when required by law. However,
in reality Plans will find that sig-
nificant lead-time is now required
for Plan design decisions and sub-
stantial Plan document management
is now necessary. First, the regula-
tions have a variety of timeframe
requirements for distribution of the
SBCs —i.e. initial eligibility, special
enrollments, open enrollment, at the
start of a new plan year, and at any
time upon request. Each one of the
required distribution points has its
own unique timeframe for provid-
ing the SBC. Plan Administrators
will need to review and update their
processes to ensure that the Plan can
issue an accurate SBC within the re-
quired timeframe. Tracking which
version of a SBC each participant
receives is critical as there will be

-1-

times when an SBC may need to be
re-issued due to a Plan change.

Additionally, for employers who are
located in areas with a high percent-
age of non-English speaking resi-
dents, the Plan will have to maintain
SBCs in languages other than Eng-
lish, requiring additional time and
expense for document translation.
Comprehensive tracking mecha-
nisms and document management
processes are essential to maintain-
ing compliance with the distribution
requirements.

Included in this new law is perhaps
the biggest impact item of all - the
new requirement that Plan Partici-
pants be provided sixty day advance
notice of any material modifications
to the Plan before the change can
take effect. A material modifica-
tion is defined as a benefit enhance-
ment, a benefit reduction, or a more
stringent requirement for receipt of
benefits, such as imposing a pre-
authorization requirement; anything
that is deemed to be a material mod-
ification must be implemented pro-
spectively sixty days from the date
notification was provided to Plan
Participants.

Furthermore, Plans are prohibited
from implementing a benefit change



that is retroactive under this law.
Corrections to Plan provisions must
be implemented prospectively with
sixty days advance notice, and can-
not be retroactively applied. This
means that proactive planning is
critical, as is ensuring that all Plan
changes or modifications are made
and finalized well in advance of the
sixty day notice requirement. Ac-
cordingly, Plan administrators will
need to be diligent in reviewing their
Plan designs for accuracy and ensur-
ing that all changes are fully and ac-
curately addressed in the Plan docu-
ments as well as making sure that

the SBCs are updated accordingly.

If Plan Administrators embrace a
proactive approach to plan design
modifications, and ensure that they
have robust plan document man-
agement processes in place that will
now include the maintenance of the
SBC(s), compliance with this part
of the law will be easy. Many TPAs
are offering preparation of SBCs as
a service to their clients, and Plan
Administrators will want to work
closely with their Plan consultants
or TPA to ensure successful imple-
mentation and maintenance of the

new required documents. Meeting
the timing and notice requirements
for material modifications may be
more of a challenge. The days of
reactionary Plan management are
becoming a thing of the past, and
dynamic proactive Plan manage-
ment is the future. The time to plan
is now!

HMA currently administers over
600 benefits plans and offers self-
insured employers a full comple-
ment of benefit products and ser-
vices. Contact: 800.869.7093, or
proposals@accesstpa.com.
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