Affordable Care Act (ACA) 
Executive Summary

The Affordable Care Act was signed into law on March 23, 2010.  Some provisions have already been implemented; however, the major component for mandated health care will become effective January 1, 2015.  This “play or pay” mandate requires large employers to offer full-time employees and their dependent children the opportunity to enroll in employer-sponsored health plans that are adequate and affordable.  Failure to comply may result in substantial penalties for the school district.  
KDE‘s Work Group has produced the Affordable Care Act – Implementation Guide for Kentucky School Districts which is posted on the KDE website at http://education.ky.gov/districts/FinRept/Pages/Health-and-Life-Insurance-Benefits-and-Flexible-Spending-Accounts.aspx.  Also posted on that page are resources from KEHP and an Excel file that can be used to assist in tracking hours worked for variable hour employees for purposes of complying with the ACA.
KEHP will bear the burden of ensuring adequate and affordable coverage allowing school districts to focus on other issues such as determining who are full-time employees and their eligibility status.    
Action Steps for school districts:
1. Determine which workers are employees – schools and districts are already performing this function; confirm employees are classified properly.
2. Determine if the district is a large employer – only large employers (at least 50 full-time and full-time equivalent employees) are subject to ACA; nearly all Kentucky school districts will be “large”.
3. Decide which hours count toward “hours of service” for part-time and variable hour employees – there are clear rules about which hours count and they are detailed in the Guide.
4. Determine which employees are full-time under the ACA – this is the most complicated action step; ensure district staff understands the rules and can perform the calculations accurately; this may or may not require tracking of actual time worked for employees who have not done so in the past.  (See Eligibility Break Point discussion below.)
5. Make offers of coverage – the district must offer insurance to eligible employees but there is no requirement they accept; document the offers and refusals.
6. Repeat the process annually – staff will be constantly measuring hours of service for variable hour employees; offers of coverage must be made each year to those deemed eligible based on the annual calculations.


Considerations for local boards:
1. The local board should approve (or delegate authority to approve) the standard measurement, administrative, and stability periods to be used to determine eligibility for variable hour employees.  The Guide includes recommended periods.
2. The local board should consider policies to improve the accuracy and efficiency of eligibility calculations:
· Determine a minimum number of days per year to determine a variable hour employee eligible (See Eligibility Break Point discussion below.)
· Determine a minimum number of hours per week to determine a variable hour employee eligible  (hours per week may be more suitable than an annual amount for some classifications of employees)
· Use an equivalency allowed by the ACA instead of documenting actual hours worked (See Eligibility Break Point discussion below.)
3. The local board should consider a policy to terminate substitutes who refuse assignments for a period of time to prevent paying for health insurance for employees who are actually no longer working.
Eligibility Break Point:
It may not be necessary to track actual hours worked for variable hour employees.  Calculate the break point at which the eligibility determination is the same whether actual hours or an 8-hour equivalency is used.  The Guide contains an example.  
[bookmark: _GoBack]Based on a summer break of 54 weekdays (and no other breaks of at least 4 consecutive weeks), the eligibility break point would be 154 days.  That means the employee can work 154 separate days, using an equivalency of 8 hours per day, before the eligibility status would change.  If the employee is expected to work fewer days than 154 or if the district enacts a policy to limit days worked to a number less than 154, there is no need to track actual hours worked for the employee relieving much of the administrative burden of the ACA.
Each district will arrive at different Eligibility Break Points depending on the number of days in employment breaks greater than 4 consecutive weeks.
Nondiscrimination
If the school district provides more benefits to the superintendent than other employees, the district is at risk to receive a nondiscrimination penalty.  Paying part or all of the employee premiums for the superintendent (and not other employees) without including those amounts in taxable wages is an additional benefit not allowed.  The nondiscrimination penalty is $100 per day multiplied by the number of people discriminated against.
Funding
Even though the state funds health insurance premiums for non-federally funded district employees, SEEK may be reduced to fund health insurance costs exceeding the amount appropriated for that purpose.  Therefore, KDE recommends that districts do not adopt blanket policies to offer health coverage to all employees to avoid the burden of calculating eligibility under the ACA.
Future Issues
More guidance will be forthcoming relating to employer reporting requirements as the IRS finalizes the regulations.
Training
· KDE will deliver a webinar in the coming weeks to discuss issues in the Guide and to take questions regarding the ACA
· There will be two ACA sessions offered at the Fall KASBO Conference on November 21  
· Districts are encouraged to attend regional Co-op meetings or other training opportunities regarding ACA 
· Staff should familiarize themselves with the resources on the KDE website
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