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Dependent Health Care Coverage

The recently enacted Patient Protection and Affordable Care Act as amended by the Health Care and Education Reconciliation
Act will have a significant impact on coverage for children beginning next year. It disallows pre-existing condition limitations for
children under age 19. It also permits children to remain on their parent's health care plan until age 26. A health care plan is not
required to offer dependent coverage, however, if it is offered, this new law will apply regardless of whether the plan is insured
or self-insured. Set forth below are some of the material terms of this new legislation:

Effective Date

The law is first effective for plan years beginning on or after September 23, 2010, which, for a calendar year plan, would mean
the plan year beginning January 1, 2011. For plan years beginning prior to January 1, 2014, the dependent eligibility
requirement for plans in existence on March 23, 2010 only applies to an adult child who is not eligible to enroll in another
employer sponsored health plan.

Dependents Eligible

If the plan offers dependent coverage, all children will be eligible until age 26. Dependent eligibility exists even if the dependent
is married, emancipated, not claimed as a dependent on the parent's tax return or no longer a student. Grandchildren and
spouses of dependent children are not eligible for this coverage.

How to Enroll

The Federal government has publicly requested that insurance companies and employers implement this new coverage option
immediately, even though they are not legally required to do. If an employer decides to delay implementation until next year, all
eligible dependents must be offered a special open enrollment period of 30 days, even if the plan does not otherwise offer open
enroliment.

Cost/Benefits
Any qualifying dependent must be eligible to receive the benefit packages offered to similarly situated individuals and cannot be
required to pay more for such coverage than similarly situated individuals.

Tax Treatment

To facilitate implementation of the new eligibility rules, the Internal Revenue Service has issued guidance making it clear that
the value of employer-provided health coverage for an employee's child is tax free to the employee through the close of the tax
year in which the child turns age 26.

Design/Implementation Questions
As an employer, you should be considering the following in regard to children's eligibility:

Do we continue to offer dependent coverage?

If so, when will we make this extension of dependent coverage first available?

Should we take advantage of the grandfather treatment available until 20147

When will we cut off dependent coverage, attainment of age 26 or the last day of the calendar year in which
the child attains age 26?

Does this change make Michelle's law obsolete?

How will we treat children of domestic partners?

When will our health care plan be amended to comply with these changes in the law?

Will the extension of eligibility be made with respect to our vision and/or dental benefit plans?

Will we modify our cafeteria plan to permit employees to increase their pre-tax contributions to cover dependent coverage
for adult children?
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Questions about this client alert can be directed to your usual
Armstrong Teasdale contact attorney or any of the following attorneys:

Scott E. Hunt / 314.342.4145 Jonathan W. Igoe / 314.342.8019

shunt@armstrongteasdale.com jigoe@armstrongteasdale.com
John E. Dooling / 314.259.4743 Joseph D. Demko / 314.342.4143
jdooling@armstrongteasdale.com demko@armstrongteasdale.com
Daniel J. Cooper / 314.259.4715 Guy Schmitz / 314.259.4738
dcooper@armstrongteasdale.com gschmitz@armstrongteasdale.com

Robert L. Jackson / 314.342.8076 Christopher J. Anderson / 816.472.3117

rjackson@armstrongteasdale.com canderson@armstrongteasdale.com
Larry M. Sewell / 314.342.8020 Jill M. Palmquist / 314.552.6635
Isewell@armstrongteasdale.com jpalmquist@armstrongteasdale.com

This alert is offered as a service to clients and friends of Armstrong Teasdale LLP and is intended as an informal summary of certain recent legislation, cases
rulings and other developments. This alert does not constitute legal advice or a legal opinion and is not an adequate substitute for the advice of counsel.

ADVERTISING MATERIAL: COMMERCIAL SOLICITATIONS ARE PERMITTED BY THE MISSOURI RULES OF PROFESSIONAL CONDUCT
BUT ARE NEITHER SUBMITTED TO NOR APPROVED BY THE MISSOURI BAR OR THE SUPREME COURT OF MISSOURI.
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