ORANGE COUNTY
BOARD OF EDUCATION

AGENDA ITEM ABSTRACT

Meeting Date: February 24, 2014

AGENDA
ITEM No. 14-02-(2)-13

ACTION ITEM: (Y/N)_N

SUBJECT: Affordable Care Act

INFO. CONTACT _Dr. Marcie Holland PHONE: 919-732-8126

ATTACHMENT: 1. Tharrington-Smith PowerPoint Presentation
2. Notice of Coverage Options document

PURPOSE: The purpose of this item is to provide the Board of Education an opportunity to hear about the Patient
Protection and Affordable Care Act, also known as the Affordable Care Act {ACA), and implications for the ACA on

the school district.  This agenda itern was tabled at the January 27, 2014 board meeting and is being brought back
for presentation.

BACKGROUND: The Protection and Affordable Care Act was signed into law by President Obama on March 23,
2010. The original implementation for the Affordable Care Act was to take effect January 1, 2014. However, it has
been delayed until January 1, 2015. One component of the Affordable Care Act that remained in place for the
current year is the Notice of Coverage Options which employers were required to provide to alt full time employees
by October 1, 2013. A copy of the Notice of Coverage Options was provided to all OCS employees with the
September, 2013, paychecks. Additionally, all new hires receive the Notice of Coverage Options form in their new
hire packets.

The “*Employer Mandate” of the Affordable Care Act, which has been delayed until January 1, 2015, requires that
employers with more than 50 employees provide health insurance to all fulltime employees. The Affordable Care
Act defines fulltime employees as those working an average of at least 30 hours per week or 130 hours per month.
If an employer fails to offer health insurance to at least 95% of its full time employees, the employer would owe a
penalty of $2,000 per employee (minus 30). Additionally, employers are subject to a $3,000 penalty for any
employee who is not offered coverage and subsequently goes out to the Health Insurance Marketplace and
receives a tax credit to help pay for their individual coverage. Orange County Schools currently has approximately
1,200 full and part time employees.

The school district may choose to use a look-back measurement “safe-harbor” period to manage the risk of
penalties under the Affordable Care Act and to provide stability to operations. The lock-back period can range from
three to twelve months in length. if the school system chooses to utilize a look-back period, the school system then
has a 90-day administrative period during which the school system will be able to review employees’ eligibility and
offer insurance to those who qualify. Employees who work 30 hours or more per week and accept the school
system’s offer of insurance remain on the school system’s health insurance plan for the stability period, which is
generally a 12-month period.

Points to Consider:

* The hours regarding this fulltime requirement will specifically affect the substitute teachers, temporary
employees, tutors, part-time employees, contracted employees and non-faculty coaches. Of significant concern
is tracking the hours for individuals in these positions, particularly those who serve in two or more of these
positions, such as substitute and hourly tutor. Other school systems have chosen to cap the number of hours
these groups of employees can work.

» The Affordable Care Act was originally scheduled to be effective January 1, 2014, but the deadline has changed

to January 1, 2015.
continued



FINANCIAL IMPACT: The potential impact if the district fails to offer 95% of full time employees (as defined by
the ACA) health insurance is $2,350,000.00. The impact (if limitations are not put on employees such as
substitutes, temporary employees, hourly tutors, part-time employees, contracted employees, and non-faculty
coaches} is unknown at this time as we cannot predict how many of these individuals will be eligible for health
insurance beginning January 1, 2015. Based on a review of these pos n types for the 2012-2013 time period, it is
estimated that the district would have had to cover an additional 20-25 employees, which would have been at a cost
of $110,000 to $137,500. The estimated cost of health insurance for the 2014-2015 fiscal year is $5,500 per
employee.

RECOMMENDATION: The Superintendent requests the Board of Education’s guidance in moving forward with
the following items;

1. Establishing a look-back period: Staff are proposing a 12-month look-back period from October 3, 2013
through October 2, 2014, This would be followed by an administrative period during which staff can
determine which employees who meet the 30 hours per week or 130 hours per month threshold must be
offered insurance, as well as offer insurance to those eligible and enroll those who accept the offer.

2. Consider instituting caps for certain classifications of employees (substitute teachers, temporary employees,
tutors, part-time employees, contracted employees and non-faculty coaches).
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Fourth Circuit Court of Appeals holds that the
employer mandate is ¢onstitutional.

. The Supreme Court ruled on the individual
rmandate only, and thus the issue of the
constitutionality of the employer mandate had
been left unresolved.
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- Penalty = $2,000 X (rotal number of full-time

employees -- 30)
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enalty would be calculated on a per month basis
‘or those months in which the $5% threshold was
not met.

Accordingly, the district would have to pay a penalty of
$6.000.

- Note, this is assuming the district failed to offer

coverage to these employees for the entire year. If the ) o

district offered the employees insurance for part of the * School systems are thus respansible for determining
ear, then the penalty would be calculated on a monthly who qualifies as fuil-time under the ACA.

gasis {$250/month).




which establish a complex set of rules for
determining who qualifies as full-time.
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allowed up to YU r}a_Fs ta determine which emplayees
qualify as full-time. This is called the “Administrative
Period.”

b1 the end of the administrative pericd, once an employee’s
iull-time status has been determined, the employee remains
in that status for a "Stability Period." The length of the
stabiliry period cannot be shorter than 6 months or the
length orfhe measurement period, whichever is longer.
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- Substitute teachers

* Retirees ,
- “Part.tma” employaas = If we cap employees hours do we still need to

* Independent contractors use '  safe harbor?

| Coaches » When do we need ¢ in capping!
* Elected officials 0 begl pping!

Jocumentatian required?
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employees. Employers must provide this
information both to the IRS and to individual
employees.

Designed to assist with administration of
employer mandate.
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: New Health Insurance Marketplace Coverage Farm Approvod
Options and Your Health Coverage oopran 112090138

F RT A: General Infor ation
wWhen kay parts of tha hoallh care law take effoct in 2014 there will be a new way lo buy health nsurance: tha Heaith
Insurarce Marketplace. To assist you as you ovaluate options lor you and your family, this notice provides some basic
mformaten about the row Marectplaco and omplaymaent-bascd health covarage oifereg by your amployvor,

What 15 the Health Insurance Marketplace?

Tne Marketplace s designed (o help you find health msurance that moets yowr acads and s your budggat. Ine
Marketnlace offers “one-stop shopping” to find and cumpare private hoalth insuraince oplions. You may also na chgible
for a new kNQ of tax sredit that lowers your monthly promium nght away. Open enralimant for health nswance
coverage through the Makeiplaca bepins in October 2013 for coverage starting as early as January 1, 2014,

Con | Save Maonay an my Health insurance Premiums in the Marketplace?
You mav quably to save money and lowor your monthly premium . but only if youwr employer does not offer covarage, o
sffers coverage inat doesn't meet certain stardards. The savings on youw premium that vou 'ra elqible for vedends on

your househnold Incomeoe.

Dons Empioyer Health Coverage Aftect Elgibility for Praowem Savings through the Marketplacs?

Yes. If you have an offer of heallh coverage Irom your enicloyar [hat meats cerlam stangards, you will not be elqinle
‘or & lax credi througb the Marketpiace and may wigh (o anroll m your amployar's heaith pian, However, you may be

g for a (A% Srelit inat lowals your mOonthly Drentiar | o5 & redyciion in certain cast-shan g o your ampioys: duss
not offer covarage to you at all or dogs not offer coverago that maeets cartain standards. |f the cost of a plan from your

amploysc (hat would cover you (and not any other rnzmbers of your family) is maora than 8.5% of your housahold
ACTTE T NS yant ) D1 TN SOVETANS YO0 @G Ive 0o ades does ol mes! e nimu value siEnsand s2 by one

Aifordanle Cara Act, you may ba alignble for a tax crade

Moial it you Durchass 2 el plan troepn e Makatsacs misiead 2f ascepting healle coversge afiztan oy voor
amployer, Man vou may 1053 the employer conmpubion O any) to g ermnnloyer=oiferad coveraga. Alao tus employor
sfferad coverage- s ofton exwcicdad from inzoma 1or
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How Can | Get More Information?
For morz infgrmaten abaut your coverages oftacsd oy your emplovar, please check yoor sumrman, plan Jassrption o
~gnitac; Cathv Gilispie  email. _calhy,cilispie@oranoe ki2.nc,us o by Phona: 918-732-8126 x 13010 )

The Marketolace an nalp you avaluite your Losorags onhons, o Cluding your ghgitnlty for coverage ibrouge 1o

&
Markeiptace and its cost Pleasa visit far mors antormatron, includmg an onlite applcaroan for naanh
Sz cdaaltt dnsurane o Markelnlace inyour aron

MEUANLE SOLviade and Contact mfsrmaton o



PART B: Information About Health Coverage Offered by Your Employer

This section contains inlormation aboul any healih coverage offered by your employar. If you decide to compiate an
application for coverage in the Marketplace, you will be asked to provide this information. This information is numberad
to correspond to the Markalplace appfication,

3. Employer name ) ) 4., Employer ldentification Number (EIN)
Orange County Schools 56-6001090
5. Employer address 6. Employer phone number
200 Easl inn Straat 919-732.8126
7. City 8. State 3, ZIP code
Hitlsborough NC 27278
10. Who can we contact about employee health coverage at this job?
Cathy Gillispia
11. Phone number {If different from above) 12. Emall address
910-732-8126 x 13010 cathy.glllispie@orange.k12,nc.us

Here is some basic information about health coverage offeraed by this employer:
«  As your gmployer, we offer a heelth plan to:
ANl employees.

[Z] Some empioyees. Eligible employeas are:

All permanent full-time and part-time teachers and state employees - For a complete list of eligibility ruies,
please see the State Health Plan’s benefit booklet.

o With respect 10 dependents:
izl We do offer coverage. Eligibie dependents are:

An employee's spouse and/or a natural, legally adopted or foster child of the subscriber or spouse up to age 26. Fora
complete list of dependent eligibility rules, please see the State Health Plan's benefit booklet.

[0 We donot ofter coverage.

E it checked, lms coverage mests the minimum value sltandard, and the cost of this coverage to you is intended 1o
be affordable, based on employee wages.

«» Even If your employer intends your coverage to be aliordable, you may atill be eligible for a premium
discount through the Markeiplace. The Marketplace will use your household income, along with other factors.
to determine whather you may be efigible for a pramium discount. if, for axample, your wages vary from
week (o week (perhaps you are an hourly employge or yOu work oft a2 COmMmISS$IoN pasis), if you are newly
empioyed mid-year, of i you have other ncome tosses, you may still quahly for a premium discount.

i you gecide to shop for coverage in the Marketplace, ~attn Jar= 2o will guide you through the process. Hare's the
employer information you'll enter whan you visit HaanCa= 3o 1o hind out if you can gst a tax credit to lower your
monthly premiums.

If you decide to shop for coverage please contact Cathy Gillispie at 919-732-8126 x 13010
or by email at: cathy.gillispielorange.k12.nc.us for additional information.




