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TRANSITIONAL
REINSURANCE FEE COUNTS
DUE BY NOVEMBER 17
The transitional reinsurance fee is one of several established by the
Patient Protection and Affordable Care Act (PPACA). The enrollment
count for 2014, used to calculate the reinsurance fee, is officially
due by November 15, 2014, although, because that day is a Saturday,
the Department of Health and Human Services (HHS) will accept
submissions through November 17, 2014. Employers with self-insured
plans will need to sbmit the required information and make the required
payments by the applicable deadlines.

BACKGROUND

Due to insurance reform under PPACA, health coverage is now available
to anyone, regardless of health status, either in the individual market or
through the small group market. This unfettered availability may result
in adverse selection (i.e., the tendency for high-risk individuals to buy
health insurance and low-risk individuals to defer purchase of health
insurance), which in turn would result in fewer healthy enrollees. Such
adverse selection may ultimately cause premiums to increase in any
market, but especially in the individual and small group markets.
To stabilize these increasing premiums, PPACA provides for the
implementation of a transitional reinsurance program. Reinsurance
is basically buying protection against the possibility that some rare
set of circumstances (such as high claim cost) might produce losses an
insurer is unable to fund on its own. Thus, the reinsurance program
under PPACA is designed to reduce the uncertainty of insurance risks
in the individual market by making payments for high-cost claims. The
program will collect contributions from group health plans to fund
reinsurance payments to insurers in the individual and small group
markets, administrative costs of the reinsurance program and the
General Fund of the U.S. Treasury. This is a three-year program that runs
from 2014 to 2016.
The reinsurance contribution rate for 2014 is $63 ($5.25/month) per
enrolled individual, including dependents. For 2015, the rate will
decrease to $44 per covered life.

The transitional reinsurance fee is one
of several established by the Patient
Protection and Affordble Care Act
(PPACA).

WHO IS RESPONSIBLE FOR MAKING REINSURANCE CONTRIBUTIONS?

The reinsurance program will be funded with payments to an “applicable reinsurance entity” from health insurance
issuers and certain plan administrators on behalf of group health plans. Health insurance issuers and third-party
administrators (TPAs) on behalf of group health plans, referred to as “contributing entities,” are required to make
contributions to the transitional reinsurance program. The guidance clarifies that the ultimate liability for the
reinsurance fee rests with the self-insured plan, but that a TPA can remit the fee on behalf of the plan.
For 2015 and 2016 (the change does not apply to the 2014 benefit/calendar year), self-insured group health plans that
do not use a TPA for claim payment, claim adjudication or enrollment (referred to as “self-insured, self-administered
plans”) would not be treated as contributing entities and would be exempt from reinsurance contributions. A self-insured
plan can qualify for this exemption, even if it outsources some plan administrative functions, provided it outsources the
function to an unrelated third party and meets one or more of the following criteria:
 Outsourcing is limited to pharmacy benefits or excepted benefits (like dental or vision)
 Only a de minimis amount of core administrative services for benefits other than pharmacy or excepted benefits is
outsourced (a de minimis amount is up to 5% of either the amount or value of the enrollment or claim processing
transactions for the outsourced benefits)
 The plan “leases” a network and obtains provider network development, claim repricing and similar services

WHAT BENEFITS ARE SUBJECT TO THE REINSURANCE CONTRIBUTION REQUIREMENT?

PPACA provides that contribution amounts for the reinsurance program are to reflect an insurer’s “commercial book of
business for all major medical products.” Thus, the statute is interpreted as requiring reinsurance contributions only for
“major medical coverage” which the final regulations define as a catastrophic plan, an individual or a small group market
plan (subject to actuarial value requirements) or health coverage for a broad range of services and treatments in various
settings that provides minimum value (having a 60% actuarial value).
The following types of plans and coverage are excluded from reinsurance contributions:
 Medicare, Medicaid, CHIP or state high-risk pools, because they are not part of an insurer’s commercial book of
business; likewise, Medicare Part C or Part D programs are part of a “governmental book of business” and excluded
from the reinsurance contribution
 Coverage that is not issued on a form filed and approved by a state insurance department (expatriate coverage may fall
within this category)
 Coverage only for a specified disease or illness and hospital indemnity or other fixed indemnity insurance
 Coverage that does not provide minimum value (having a 60% actuarial value)
 Stand-alone dental or vision plans
 Liability insurance, including general liability and automobile
 Workers’ compensation
 Credit-only insurance
 Long-term care
 Health flexible spending accounts (FSAs) that meet the definition of an excepted benefit
 Employee assistance programs, disease management or wellness program as long as the program does not provide for
major medical coverage
 Stop-loss coverage
 Health savings accounts (HSAs) (although reinsurance contributions are required for the high deductible health plan)
 Health reimbursement arrangements (HRAs) integrated with a group health plan (although reinsurance contributions
are required for the group health plan)
 Tribal coverage offered to tribal members, their spouses and dependents, in their status as tribal members and not in
their capacity as current or former employees of the tribe or their dependents, as this would not be a commercial book
of business
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WHAT COUNTING METHODS ARE AVAILABLE FOR SELF-INSURED CONTRIBUTING ENTITIES?

The reinsurance contribution is applicable for a group health plan based on the average number of lives (employees and
dependents) covered under the plan. The annual enrollment count for the contribution is based on a calendar year. The
available counting methods calculate covered lives based on enrollment in the first nine months of a calendar year. Selfinsured plans can use one of four methods to determine the average number of covered lives.
 Actual count method – Add the number of lives covered for each day of the first nine months of the calendar year
and divide that total by the number of days in those nine months.
 Snapshot count method – Add the number of lives covered on a date (or more dates if an equal number of dates
are used for each quarter) during the corresponding month in each of the first three quarters of the benefit year
(provided that the dates used for the second and third quarters are within the same week of the quarter as the
date used for the first quarter) and divide that total by the number of dates on which a count was made. The same
month must be used for each quarter (for example, January, April and July).
 Snapshot factor method – Add the number of lives covered on any date (or more dates if an equal number
of dates are used for each quarter) during the corresponding month in each quarter; divide that total by the
number of dates on which a count was made. For this method, however, calculate the total lives covered on a
date by adding the number of participants with self-only coverage on the date to the product of the number of
participants with coverage other than self-only coverage on the date multiplied by 2.35. Use the same months for
each quarter (e.g., January, April and July). As with the snapshot count method, the dates used for the second and
third quarters must be within the same week of the quarter as the date used for the first quarter.
 Form 5500 method – Calculate the total lives covered for a plan that offers only self-only coverage by adding the
number of participants covered at the beginning and the end of the benefit year (as reported on the Form 5500)
and divide by two. For a self-insured group plan that offers self-only coverage and coverage other than self-only
coverage, add the total participants covered at the beginning and the end of the benefit year, as reported on the
Form 5500. A non-calendar-year plan may use the Form 5500 method. Such a plan would calculate the number of
covered lives using the number of participants covered at the beginning and end of the most current plan year, as
reported on Form 5500.
Each of the above methods is explained in more detail here: https://www.regtap.info/uploads/library/RI_
CountMethodEx_5CR_072114.pdf.

WHAT IS THE CONTRIBUTION PROCESS?

Reinsurance contributions can only be made through Pay.gov. If an entity does not have a Pay.gov account, it must
create one to complete the reinsurance contribution submission filing.
Using Pay.gov, the contributing entity (or TPA on its behalf ) will access the “ACA Transitional Reinsurance Program
Annual Enrollment and Contributions Submission Form” to enter the annual enrollment count. The form will autocalculate the annual contribution amount based on the annual enrollment count; the contributing entity will then
schedule payment for the calculated reinsurance contributions on the payment page.
HHS has published an Annual Enrollment and Contributions Submission Form Manual to assist plans in making
their reinsurance contribution submission, available here: Annual Enrollment and Contributions Submission
Form Manual 1.0.
A self-insured group health plan that has not already done so should immediately inquire whether the TPA will
submit the filing on its behalf. If not, then the employer should set up a Pay.gov account and work with its TPA to
collect the information needed to complete the form.

Willis North America | October 2014

3

HHS offers contributing entities the option to pay: (1) the entire 2014 benefit year contribution in one payment no later
than January 15, 2015 reflecting $63.00 per covered life; or (2) in two separate payments for the 2014 benefit year, with the
first remittance due by January 15, 2015 reflecting $52.50 per covered life, and the second remittance due by November 15,
2015 reflecting $10.50 per covered life.
HHS recommends that contributing entities schedule their contribution payments at least 30 days after the day the
enrollment and contributions form is submitted, but before the applicable regulatory deadlines to allow for validation and
correction of the payment if necessary.
Contributing entities should register with REGTAP (The Registration for Technical Assistance Portal). REGTAP
provides information about the transitional reinsurance fee and allow registrants to submit questions.

WHAT IS THE PENALTY FOR LATE PAYMENT OF THE TRANSITIONAL REINSURANCE FEE?

An employer’s obligation to pay the reinsurance fee is considered a federal debt, subject to federal debt collection rules.
Failure to pay the fee on time could result in interest and penalties accruing on the amount of the fee owed.

NEXT STEPS

The contributing entity must complete the following steps by November 17, 2014:
 Set up an account in Pay.gov. Create a user profile that includes user and company information here:
https://pay.gov/public/registration.
 Complete the contribution form. Requires a billing contact, billing address, and the names and contact information
for three submitter contacts who can discuss information submitted on the form and supporting documentation. The
form also requires the annual enrollment count, determined using one of the approved counting methods discussed
above, and whether the form is being submitted for the first installment payment, the second installment payment or
the combined payment. If the contribution will be made in two installments, the form and supporting documentation
must be submitted twice (once for each payment). The entity submitting the form must also confirm that the annual
enrollment count matches the enrollment count in the supporting documentation. Finally, an authorizing official for
the entity submitting the form must certify that the data submitted is true, correct and complete.
The contribution form is available here: https://www.pay.gov/public/form/start/64510311.
 Upload supporting documentation. Consists of a comma-separated value (CSV) file with one row for each
contributing entity. Find details about the supporting documentation file layout requirements at:
https://www.regtap.info/uploads/library/RIC_FileLayoutJobAid_081114_v2_5CR_081314.pdf.
The Transitional Reinsurance Program Job Aid was created to support contributing entities in the creation of the
supporting documentation.
 The Job Aid is an MS Excel workbook that allows users to enter, validate and convert contributing entity 		
information into a CSV file format, which can be accessed here: Supporting Documentation: Job Aid.
 HHS has created a Supporting Documentation Job Aid Manual, which is available here:
Supporting Documentation: Job Aid Manual 1.0.
 Additional information about the Job Aid can be found at:
https://www.regtap.info/uploads/library/RI_JobAidReview_091714_091914_092414_v1_5CR_091714.pdf.

4

Willis North America | October 2014

 Enter payment information (e.g. payment date and banking information). Payment may only be made on Pay.
gov using an ACH payment (payments cannot be made via check or credit card). Only one bank account may be
entered on a form. If the entity submitting the form is submitting contributions on behalf of several contributing
entities with different bank accounts, a separate form is required for each. The payment must be scheduled for a
date on or before the applicable reinsurance contribution deadline. Since automatic debits to a business account
may be blocked by the bank, self-funded clients should contact their banks to have the ALC+2 value added to allow
for automatic debits. For the reinsurance contribution process the ALC+2 is: 7505008015.

CONCLUSION

A significant amount of time, work and expense is involved in complying with the transitional reinsurance fee process
by the November 17, 2014 deadline. Employers with self-insured plans should promptly begin gathering the required
enrollment information, register with Pay.gov, submit the required enrollment and contributions form, and prepare
to make the ACH payment transfer. They should also register with REGTAP so that they will have access to all of the
resources HHS has made available.
The following link to the HHS website provides an overview of the reinsurance contribution process and links to
various forms and resources: Transitional Reinsurance Program: Overview and Procedures for Reinsurance
Contributions.
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KEY CONTACTS
U.S. HUMAN CAPITAL PRACTICE OFFICE LOCATIONS
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NEW ENGLAND

ATLANTIC

Auburn, ME
207 783 2211

Baltimore, MD
410 584 7528

Bangor, ME
207 942 4671

Knoxville, TN
865 588 8101

Boston, MA
617 437 6900

Memphis, TN
901 248 3103

Burlington, VT
802 264 9536

Metro DC
301 581 4262

Hartford, CT
860 756 7365

Nashville, TN
615 872 3716

Manchester, NH
603 627 9583

Norfolk, VA
757 628 2303

Portland, ME
207 553 2131

Reston, VA
703 435 7078

Shelton, CT
203 924 2994

Richmond, VA
804 527 2343

NORTHEAST

Rockville, MD
301 692 3025

Buffalo, NY
716 856 1100

SOUTHEAST

Morristown, NJ
973 539 1923

Atlanta, GA
404 224 5000

Mt. Laurel, NJ
856 914 4600

Birmingham, AL
205 871 3300

New York, NY
212 915 8802

Charlotte, NC
704 344 4856

Norwalk, CT
203 523 0501

Gainesville, FL
352 378 2511

Radnor, PA
610 254 7289

Greenville, SC
704 344 4856

Wilmington, DE
302 397 0171

Jacksonville, FL
904 562 5552
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Marietta, GA
770 425 6700
Miami, FL
305 421 6208
Mobile, AL
251 544 0212
Orlando, FL
407 562 2493
Raleigh, NC
704 344 4856
Savannah, GA
912 239 9047
Tallahassee, FL
850 385 3636
Tampa, FL
813 281 2095
Vero Beach, FL
772 469 2843

MIDWEST
Appleton, WI
800 236 3311
Chicago, IL
312 288 7700
Cleveland, OH
216 861 9100
Columbus, OH
614 326 4722
Detroit, MI
248 539 6600
Grand Rapids, MI
616 957 2020

Milwaukee, WI
262 780 3476
Minneapolis, MN
763 302 7131
763 302 7209

Houston, TX
713 625 1017
713 625 1082

Los Angeles, CA
213 607 6300

McAllen, TX
956 682 9423

Phoenix, AZ
602 787 6235
602 787 6078

Moline, IL
309 764 9666

Mills, WY
307 266 6568

Portland, OR
503 274 6224

Overland Park, KS
913 339 0800

New Orleans, LA
504 581 6151

Irvine, CA
949 885 1200

Pittsburgh, PA
412 645 8506

Oklahoma City, OK
405 232 0651

Schaumburg, IL
847 517 3469

San Antonio, TX
210 979 7470

San Diego, CA
858 678 2000
858 678 2132

SOUTH CENTRAL

Wichita, KS
316 263 3211

Amarillo, TX
806 376 4761

WESTERN

Austin, TX
512 651 1660

Fresno, CA
559 256 6212

Dallas, TX
972 715 2194
972 715 6272

Irvine, CA
949 885 1200

Denver, CO
303 765 1564
303 773 1373

San Francisco, CA
415 955 0111
San Jose, CA
408 436 7006
Seattle, WA
800 456 1415

Las Vegas, NV
602 787 6235
602 787 6078

The information contained in this publication is not intended to represent legal or tax advice and has been prepared solely for
educational purposes. You may wish to consult your attorney or tax adviser regarding issues raised in this publication.
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