HEALTH CARE REFORM SUMMARY AND TIMELINE (AS OF APRIL 28, 2011)

Years 2010 & 2011

[ Insurance Carriers & Manufacturers ]

Dept. of Health and Human Services (HHS) will
establish process for federal review of fully
insured rate increases

[ Individual Consumers ]

This Summary Was Developed By:

Individual Consumers

Plans cannot impose lifetime benefit limits on
essential benefits

Annual benefit limits will be restricted by HHS *

Plans must provide dependent coverage to age 26

Establish temporary high-risk pool to
provide coverage to individuals with pre-
existing conditions & uninsured for 6
months

[Internet portal is created for consumers to]

shop for health insurance

Provisions that Impact Individuals & Employers

January 1 April 1 July 1

N/
AN D ) U

No pre-existing condition exclusions for children
under age 18 *

-

J

P
Plans must cover 100% of cost of preventive care as
defined by US Preventive Services Task Force *

'Any in-network PCP can be designated as PCP — No\
referrals for OB-GYN *

. J

e . N\
All Emergency services covered at In-Network cost

sharing levels *
A J

[ Employers ]

Plans cannot discriminate in favor of
highly compensated individuals as defined
under §105(h) *

| Awaiting IRS Guidance (Notice 2011-1)

Rescissions (retroactive cancellation) are
prohibited unless fraud or intentional
misrepresentation. EE cancellations may

S only be prospective.

*D Not Apply t
September 23 oes Mot ARPY 1O

\4

*

Employers

35% small business TAX CREDIT begins — Only
available for EMPRs with <25 EEs and AVE salary

L <$50,000 — Full Credit at <10 EEs and <$25,000 AVE )

Insurance Carriers & Manufacturers

Limits Deductibility of Health Insurance Company
Executive Compensation to $500,000 per Person

Fees & Taxes

| Individual Consumers

10% TAX on tanning services

| Individual Consumers |

l 5% TAX on elective cosmetic surgery J

EE = Employee EMPR = Employer
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Grandfathered Plans

BP@rinanciaL N
Individual Consumers ]
Funds from HSAs and FSAs cannot be used to
purchase over-the-counter drugs unless
prescribed by a physician
[ Employers ]

(" EMPRs have the option to disclose value of )
healthcare benefits on EE W-2

HHS will begin to study group health plan
market to compare EMPR characteristics

; N
CLASS voluntary Long Term Care program
starts for eligible EEs - EMPRs will be required
L to provide auto-enrollment )

E— |

Medicare Recipients

Requires 50% manufacturer discount on
brand name drugs during Medicare Part D
“doughnut hole”

Begin phase in of federal subsidy for generic
drugs during Part D “doughnut hole”

[ Insurance Carriers & Manufacturers ]

Insurers must publicly report Medical Loss Ratio
(MLR) and spend at least 80% of premiums on
medical services or provide rebate

C

Janu

ary 1

[ Medicare Recipients ]
Medicare reimbursements to physicians

scheduled to be cut by 23% - Provision has
not been enacted and changes are being

\_ proposed in budget debates )

|

[

Insurance Carriers & Manufacturers ]

Individual Consumers ]

[TAXES for non-qualified HSA withdrawals

industry begin at $2.8 billion

increase from 10% to 20%

J Annual industry FEES for pharmaceutical

Important- This document is designed to provide a general overview to our clients of the new health reform law, as we understand it, as of
the date of the summary. It does not attempt to cover all of the provisions of the legislation and should not be interpreted as legal advice.



HEALTH CARE REFORM SUMMARY AND TIMELINE (AS OF APRIL 28, 2011)

Years 2012 & 2013

Provisions that Impact Individuals & Employers

r

January 1

[ Employers ]

1 Businesses are required to complete 1099s )
for EVERY business to business transaction
over $600

| PROVISION REPEALED 4/15/2011

e

.

EMPRs are required to disclose value of )

This Summary Was Developed By:

BP®rmnanciaL

INSURANCE = PLANNING 1 ADMINISTRATION

—

healthcare benefits on EE W-2

Employers ]

Currently, there is a 1 year exemption on
EMPRs with less than 250 EEs - IRS Notice
2011-28

J

EMPRs are required to notify EEs of

availability of exchange and that they may be

eligible for subsidy through exchange

Medicare Recipients ]

Medicare Advantage payments are frozen
from 2011 — a new benchmarking system is
phased in

)

[ Insurance Carriers & Manufacturers

Insurers must provide summary of benefits
that meet specific criteria with significantly
more information than current summaries —
Failing to meet this requirement will result
in a FINE of $1,000 per enrollee

| Medicare Recipients
Begin phase in of federal subsidy for name
brand drugs during Part D “doughnut hole”

]

|

—

March 1

\4

January 1

\2

Fees & Taxes
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Individual Consumers

Individual Consumers

Medicare payroll TAX increases by 0.9% on
individuals making over $200,000 (Couples

over $250,000)

—

Raises threshold for deducting medical
expenses from 7.5% to 10% of AGlI

2.3% Excise TAX on medical devices

Employers ]

EMPR Comparative Effectiveness FEE of $2
per covered individual imposed to fund

comparative research over $250,000)

New unearned income TAX of 3.8% on T
individuals making over $200,000 (Couples

] | )
[ )
[ )

Contributions to Flexible Spending Accounts
(FSA) are limited to $2,500

Important- This document is designed to provide a general overview to our

EE = Employee 7.
the date of the summary. It does not attempt to cover all of the provisions

EMPR = Employer

clients of the new health reform law, as we understand it, as of
of the legislation and should not be interpreted as legal advice.



HEALTH CARE REFORM SUMMARY AND TIMELINE (AS OF APRIL 28, 2011)

Years 2014 & 2015

Provisions that Impact Individuals & Employers

Fees & Taxes

Individual Consumers

[ Individual Consumers

[ Individual Consumers ]

Mandate that everyone must have
qualifying health coverage

VAN

Plans cannot impose pre-existing
condition exclusion on any age

-

! N
Medicaid eligibility increased to 133%

of poverty level
J

> T

Minimum benefit standards set for
individual and small EMPR plans —
Deductibles are limited to $2,000 for
individuals, $4,000 for families

Annual limits for essential health
benefits are prohibited - Including

L Grandfathered Plans

-
All new plans must comply with one of}

4 benefit categories — Bronze, Silver,

L Gold or Platinum

coverage to age 26 even if coverage is
available through their EMPR

Plans must provide dependent }

State exchanges available for small
employers (<100 EEs) and individuals
\\ J

Individuals between Medicaid and
400% of poverty level will have access
to tax credits and cost sharing to
purchase coverage from exchange —
Credits will be paid to insurer

(&

[ Employers

Insurance Carriers & Manufacturers

[ Insurance Carriers & Manufacturers ]

EE waiting periods cannot
exceed 90 days

Insurers must accept every individual Federal definition of large employer set
or EMPR that applies ) at more than 100 EEs
Limits premium adjustments to: ) States are allowed to merge employer
= Age (no more than 3:1) and individual markets
= Geography
= Family size
= Tobacco (no more than 1.5:1) )

IS

Ja

nuary 1

\4

|

[Insurance Carriers & Manufacturers] [

Employers

Employers

Non-Deductible Health Insurance
Provider TAX Starts at $4 billion —
Note: Self insured plans are exempt

[

Individual Consumers ]

[

Penalty TAX of greater of $95 or 1% of
income for those without coverage
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EE = Employee

EMPR = Employer

EMPRs with >50 EEs that DO NOT
offer “minimum coverage” will pay
$2,000 FEE for each EE over first 30 if
1 gets subsidy

.

e A
EMPR TAX CREDIT increases to 50% if
coverage is purchased through
Exchange

EMPRs with >50 EEs that DO offer
“minimum coverage” will pay $3,000 FEE
for each EE receiving subsidy — EE is
eligible for subsidy if asked to pay more
than 9.5% of household income or
coverage <60% actuarial value and
income below 400% poverty level

This Summary Was Developed By:

BP@rvanciar

INSURANCE = PLANNING 1 ADMINISTRATION

[

Individual Consumers ]

[

Children Health Insurance Program
(CHIP) must be reauthorized

—

January 1

\%

T

[ Insurance Carriers & Manufacturers ]
Health Insurance Provider TAX increases to
$11.3 billion
Individual Consumers ]

(
[

Uncovered penalty TAX is greater of $325
per person or 2.0% of income

Important- This document is designed to provide a general overview to our clients of the new health reform law, as we understand it, as of
the date of the summary. It does not attempt to cover all of the provisions of the legislation and should not be interpreted as legal advice.



HEALTH CARE REFORM SUMMARY AND TIMELINE (AS OF APRIL 28, 2011)

Years 2016 - 2020

[ Individual Consumers ]

Contributions to FSA accounts are
limited to $2,500

[ Insurance Carriers & Manufacturers ]

Qualified plans can be offered in all
participating states, but insurers are still
subject to state’s laws

[ Employers

States may allow large EMPRs
to purchase coverage through
exchanges

Provisions that Impact Individuals & Employers

—

January 1

-

January 1

This Summary Was Developed By:

BP®rmnanciaL

INSURANCE = PLANNING 1 ADMINISTRATION

[ Medicare Recipients ]
[ Medicare Part D “doughnut hole” J

phased out completely

IS

January 1 January 1

v \4 v v
I ™ T T
* * *

]

[ Individual Consumers
g Uncovered penalty TAX increased to
é greater of $695 per person or 2.5% of
= income
o3
0
g Employers ]
w [ Insurance Carriers & Manufacturers ]
EMPR Comparative Effectiveness FEE of -
$1 per participant imposed to fund He?”lth Insurincsel:rgv;ql?r TAX
comparative research Increases to -2 bilfion

EE = Employee EMPR = Employer
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[ Individual Consumers ]
40% Excise TAX on “Cadillac” plans
over $10,200 for individuals and
$27,500 for families

[Insurance Carriers & Manufacturers]

Health Insurance Provider TAX
increases to $14.3 billion

Important- This document is designed to provide a general overview to our clients of the new health reform law, as we understand it, as of
the date of the summary. It does not attempt to cover all of the provisions of the legislation and should not be interpreted as legal advice.



HEALTH CARE REFORM SUMMARY AND TIMELINE (AS OF APRIL 28, 2011) - ADDITIONAL DETAILS ON SELECT PROVISIONS

Patient Protection and Affordable Care Act, H.R. 3590, Passed Senate 12/24/2009; House of Representatives 3/21/2010; Signed by President Obama 3/23/2010 This Summary Was Developed By:
The Healthcare and Education Reconciliation Act, H.R. 4872, Passed Both Chambers on 3/25/2010; Signed by President Obama on 3/30/2010 BPG )
FINANCIAL

INSURANCE = PLANNING : ADMINISTRATION

These select provisions are listed due to their complexity and our perceived importance.

2010 Grandfathered Health Plans - Individuals and employer group plans that wish to keep their current plan on a grandfathered basis would only be able to do so if the only plan
changes made were to add or delete new employees and any new dependents. This includes limiting changes to employer contributions to premium. In addition, an
exception is made for employers that have scheduled plan changes as a result of a collective bargaining agreement. Even if a plan is grandfathered, some of the new
market reform provisions will still be applicable including many that take effect within six months of the passage of the bills.

2010 Small Employer Tax Credit — This is a phased in tax credit available to employers with less than 25 employees and average annual wages less than $50,000. Between 2010 and
2013, small employers will receive a maximum credit of up to 35% of premium for up to 2 years if the employer contributes at least 50% of the total premium cost. For
tax years 2014 and later, the credit is up to 50% if the small employer buys coverage through the state Exchange.

Employers with less than 11 Employees and less than $25,000 average salary will qualify for Full Credit; Employers with 11-25 Employees or an average salary $25,001 -
$50,000 will qualify for Partial Credit; Employers with greater than 25 Employees or greater than $50,000 average salary will not qualify for the Tax Credit.

Employers will not be able to use the credit for certain employees such as self-employed individuals, 2% shareholders of an S corporation, 5% owners of a small

business and dependents or other household members. Employers receiving credits will be denied any deduction for health insurance costs equal to the credit.

2011 Prescription Drug Manufacturer Tax — Imposes a new annual nondeductible fee on pharmaceutical manufacturers and importers of branded prescription drugs (including
certain biological products). The aggregate annual fees, based on market share, to be imposed on covered entities will be $4.8 billion, beginning in 2011.

2014 Employer “Free Choice” Voucher Program — This provision would have required employers to provide free choice vouchers to each employee who is required to contribute
between 8% and 9.8% of the employee’s household income toward the cost of coverage, if such employee’s household income is less than 400% of Federal Poverty
Level and the employee does not enroll in a health plan sponsored by the employer. The amount of the voucher must be equal to the amount the employer would
have provided toward such employee’s coverage. THIS PROVISION WAS REPEALED ON APRIL 15, 2011 BY H.R.1473.

2018 New “Cadillac” Plan Tax - The 40% excise tax on employer-sponsored health plans with aggregate values that exceed $10,200 for individual coverage and $27,500 for family
coverage. There are higher thresholds for retirees over age 55 and employees in certain high risk professions. Transition relief would be provided for 17 identified high-
cost states. The tax would be indexed annually for inflation based on the consumer price index, but would also allow plans to take into account age, gender and other
factors that impact premium costs. The tax is equal to 40% of the value of the plan that exceeds the threshold amount and is imposed on the issuer of the policy. The
CBO estimates that this tax will raise $32 billion over 10 years. These values are required to be disclosed on employee W-2s beginning in tax year 2011.

Value of health plans would include reimbursements from FSAs, HRAs and employer contributions to HSAs, as well as other supplementary health insurance coverage.
Stand-alone dental and vision plans would be excluded from the calculation. The excise tax will not apply to accident, disability, long-term care and after-tax indemnity
or specified disease coverage.

Important- This document is designed to provide a general overview to our clients of the new health reform law, as we understand it, as of the date of the summary. It focuses primarily on the
provisions that directly affect individuals and employers. It does not attempt to cover all of the provisions of the legislation and should not be interpreted as legal advice.

2011 FPLis $14,710 for Family of 2; $22,350 for Family of 4; $29,990 for Family of 6
Page 5 of 5



