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To accommodate 
the needs of all plan 
participants—from 
the young and healthy 
to those near or in 
retirement—trustees 
may need to consider 
health care options not 
traditionally used by 
multiemployer plans.
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 Span the G

S
omeone who expects to retire in 40 years will face a 
much different world than someone planning to retire 
in the next five, who likely assumes the historic main-
stays of retirement security—Medicare and Social Se-
curity—will still be there.

The later retiree will be responsible for funding more of his or 
her own retirement than previous generations. Forty years from 
now, we are likely to see lower Social Security benefits. If tradition-
al pensions still exist, they will likely offer variable benefits, and a 
stronger emphasis will be placed on defined contribution accounts. 
With the financial challenges faced by Medicare, individuals will be 
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responsible for a greater share of their health care expenses 
and will need to be informed health care consumers to avoid 
wasting dollars they cannot afford to lose. And the members, 
or the plans that cover them in retirement, will bear the mon-
etary cost of current unhealthy behaviors, chronic conditions 
and disabilities.

Balancing the needs of all members at all career phases 
will require plan trustees and sponsors to innovate and seek 
creative plan designs in order to ensure that members receive 
competitive benefits during their working careers and can 
retire with dignity. This article offers suggestions for trustees 
who are struggling to balance the current needs of their active 
members with the needs of those approaching retirement.

Health Care: Plans Juggling Competing Objectives
At every stage of life, health insurance can affect an individu-

al’s economic security. Compare the apprentice member, not yet 
eligible to participate in the multiemployer health plan, with the 
retiree member who is not yet aged 65 and is therefore ineligible 
for Medicare. One is likely younger, less concerned about health 
issues, less likely to have dependents and reluctant to spend lim-
ited resources on insurance he or she believes isn’t necessary. 
The other may have multiple health conditions and dependents. 
Both members have different objectives, but both need afford-
able health care options suited for their respective life stages.

Today, retiree health benefits are being scaled back all over 
the country, with many plan sponsors in all sectors planning 
to shift future cost increases to their retirees. Some plans that 

historically have covered retired spouses are eliminating that 
coverage. Medicare, the primary provider of health insurance 
to those over the age of 65, is under enormous pressure to 
reduce costs. For most retirees, traditional Medicare imposes 
premiums, deductibles and copayment requirements that av-
erage $4,700 per year, and there are no caps on out-of-pocket 
expenses. Moreover, members may not be aware that Medi-
care does not cover dental care, hearing aids, vision care, over-
the-counter medications and long-term care—all items that 
become more important as members age.1

For active employees, the current cost of health care is af-
fecting their ability to save for a secure retirement.2 Mem-
bers and employees are spending more out of pocket, and 
plan sponsors are seeing increasing health care costs eat into 
contributions that could otherwise be used to fund pension 
and annuity plans. Newer members who pay into a multiem-
ployer plan but are not yet eligible for coverage are looking 
for options and may not be satisfied with the traditional ap-
proach to health care taken by many plans.

Plan trustees juggle the wants and needs of these some-
times competing groups, trying to both prepare their mem-
bers for the health care costs they will face in retirement and 
meet the needs of their newer members. Plan trustees must 
also understand the current regulatory environment and 
how it will affect their decisions.

Regulatory Landscape

Cadillac Tax Implications 

Beginning in 2018, health plans that cover active employ-
ees and pre-65 retirees will be subject to the Cadillac tax. 
This provision of the Affordable Care Act (ACA) imposes a 
40% excise tax on plans whose premium costs exceed certain 
thresholds. Many multiemployer plans are expected to reach 
these thresholds if current cost trends continue.3 Trustees 
should be working with their attorneys, brokers and consul-
tants to align their plans to avoid the tax. Typically, this will 
mean scaling back benefits for some members. Retiree-only 
plans generally are not subject to ACA, including the Cadillac 
tax, so trustees should be reviewing retiree coverage to ensure 
continued exemption.

Multiemployer “Exemption” to Shared Responsibility Penalties

The multiemployer “exemption” to ACA’s employer shared 
responsibility (“play-or-pay”) regulation is vital to allowing 

learn more >>
Education
Trustees and Administrators Institutes 
February 9-11, 2015, Lake Buena Vista (Orlando), Florida
Visit www.ifebp.org/trusteesadministrators for more 
information.
Health Care Management Conference 
April 13-15, 2015, Santa Monica, California
Visit www.ifebp.org/healthcare for more information.
ACA & Retiree Medical Benefits
Visit www.ifebp.org/elearning for more information.

From the Bookstore
2015 Healthcare Reform Facts 
Alson R. Martin, J.D., LLM, National Underwriter. 2015.
Visit www.ifebp.org/books.asp?9017 for more details.
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multiemployer plans to continue providing benefits to mem-
bers. The exemption simplified compliance for employers 
with the employer shared responsibility provisions. Under the 
mandate, adequate and affordable coverage must be offered to 
at least 95% of full-time employees and dependents or the em-
ployer will owe a tax penalty if one of the full-time employees 
enrolls on the public exchange and qualifies for a subsidy.

In the multiemployer world, this provision does not com-
fortably apply, as employees generally work for numerous 
employers annually. Signatory employers are bound by a 
collective bargaining agreement (CBA) to remit contribu-
tions to the plan at a rate specified in the agreement. Plan ad-
ministration is not carried out through any single employer; 
rather, the plan office handles all administrative functions.

ACA’s current play-or-pay rules could not logically be ap-
plied, as written, to employers that contribute to multiem-
ployer plans. This issue was not addressed in the statute, so 
employers and plans have been relying on regulatory guid-
ance to explain how they can comply with both their CBAs 
and ACA. On February 10, 2014 the Internal Revenue Ser-
vice (IRS) released final regulations on the employer man-
date that extends the exemption until further notice.

Employers that are signatory to a CBA are exempted from 
the play-or pay mandate as long as the following apply:

•	 The multiemployer plan offers dependent coverage.
•	 The multiemployer plan provides minimum value.
•	 The coverage provided is affordable as defined in ACA 

regulations.
This guidance confirms that a signatory employer will be 

treated as offering coverage for all employees for whom it is 
required to contribute to the plan, even those employees who 
never satisfy the plan’s eligibility rules and are never actually 
offered coverage. Even under ACA, plans are permitted to con-
dition eligibility upon completion of hours of service or other 
objective criteria, and many plans do. Depending on the year, 
the economy and personal circumstances, some members will 
not work enough to satisfy the plan’s eligibility requirements. 
These members will nevertheless need health care options.

Individuals Must Have Insurance or Will Owe a Penalty

Multiemployer health and welfare plans frequently re-
quire members to complete a certain number of hours or ac-
crue a minimum balance in their fund account before they 
are eligible to participate. For the period of time when mem-
bers are ineligible, they are legally required to obtain health 

insurance unless they are qualified for one of the exemp-
tions. Legal obligations aside, members may want insurance 
because of existing health conditions or anticipated medical 
events (such as having a baby or hip surgery).

Conversely, often because of physical disabilities, many 
members retire before they achieve either Social Security or 
Medicare eligibility. They, too, will need accessible, affordable 
health care. Some plans may not be able to offer comprehen-
sive retiree health coverage, and members will be responsible 
for covering the bulk of the cost.

In the past, members ineligible for multiemployer plan 
participation typically had three options: (1) self-paying 
premiums, if the plan allowed it; (2) Consolidated Omnibus 
Budget Reconciliation Act (COBRA) continuation coverage, 
if qualified; or (3) “going without.” As of January 1, 2014, the 
third is no longer a feasible option, since almost everyone 
(with a growing number of exemptions) is required to have 
health insurance or owe a penalty to the federal government. 
The penalty in 2014 is not particularly significant—$95 per 
adult and $47.50 per child, up to $285 per family, or 1% of 
annual household income, whichever is greater. But by 2016, 
the penalty will be substantial—$695 per adult and $347.50 
per child, capped at $2,085 per family, or 2.5% of household 
income, whichever is greater.4 Those who have chosen to for-
go coverage will find this isn’t a viable long-term solution. In-
dividuals who want coverage will need to better understand 

takeaways >>
•   Ensuring that active members receive competitive benefits and can 

retire in the future, when they likely will be more responsible for 
their health care and other retirement costs than previous retirees, 
may require innovative plan designs.

•   Participants need affordable health care options suited for their 
respective life stages.

•   Trustees need to work with their attorneys, brokers and consul-
tants to avoid the 2018 Cadillac tax on high-value health plans.

•   Members who are ineligible to receive multiemployer health care 
benefits still need options for obtaining affordable health insurance.

•   Trustees may consider adding more plan choices to accommodate 
members’ different needs.

•   Plans that use individual accounts—HSAs or HRAs—may be 
worth considering for both younger and healthier participants and 
retirees.

health plan design



benefits magazine october 201438

their available options, and some may demand new options 
from their plans.

Many multiemployer plans provide a relatively rich “one-
size-fits-all” benefit, combined with a lengthy eligibility pe-
riod. The challenge presented by the federal and state health 
insurance exchanges is that the plans offered there may be 
less expensive than the multiemployer plan, considering the 
potential for premium tax credits.

Moreover, the exchanges may offer a plan that is a better 
fit for some members. Exchange plans are available at vary-
ing tiers of coverage, allowing members to customize their 
plan to their own needs.

In light of this competition, trustees may consider adapt-
ing their plan design to accommodate more choice for their 
members. Such a plan might allow members to become eli-
gible for a “base” plan that meets affordability and actuarial 
value requirements soon after starting work and then later 
have the ability to “buy up” to richer coverage if necessary.

Trustees may also consider providing decision tools and 
services to members to help them make good health plan 
choices, whether they are choosing between plans on a pub-
lic exchange or within the union plan. Choosing a plan on 
a public exchange can be a daunting task. A member may 
be presented with a bewildering array of options and not 
understand how to choose among them. A similar issue is 
presented with retirees who must enroll in Medicare plans. 
For Part D prescription drug coverage alone, a senior may 
be presented with more than 40 choices.5 As choices expand, 

services that help members and retirees identify the right op-
tions will become more necessary.

Is a Private Exchange an Option?
Some plan sponsors have turned to private exchanges to 

assist members in choosing plans to fit their needs. Under 
this model, the exchange provides the technology platform 
and contracts with carriers and vendors that provide in-
surance coverage through an online system. Some private 
exchanges are operated by insurance carriers, which carry 
only their own products. Other exchanges offer an array 
of products from several different companies. Most com-
monly, plans offered through private exchanges are fully 
insured, but some exchange platforms support self-insured 
plans as well.

Private exchange platforms typically include online de-
cision support tools, including health plan comparisons 
and cost estimators, to help participants choose a plan that 
fits their needs. Private exchanges have gained popularity 
among sponsors that provide retiree benefits, and there is 
increasing interest in this model for serving the needs of 
active employees. According to a December 2013 study 
by the Private Exchange Evaluation Collaborative, 45% of 
employers have implemented, or plan to consider imple-
menting, a private exchange for their active employees be-
fore 2018. The potential benefits of a private exchange can 
include:

•	 Reduced administrative costs
•	 Reduced premium costs because of competition 

among carriers
•	 More choices for participants who need plans suited to 

their particular stage of life.
For purposes of the Employee Retirement Income Secu-

rity Act (ERISA), the Internal Revenue Code and ACA, cov-
erage offered through a private exchange can be considered 
employer-sponsored insurance if it meets the affordability 
and minimum value tests and otherwise complies with ACA. 
Note that the premium tax credits (subsidies) available to 
employees as individuals on the public health insurance ex-
changes are not available through private exchanges.

Whether on a public or a private exchange, members will 
need help finding the right plans and understanding how to 
pay for them. Trustees should be thinking about how to meet 
this need in the future and be prepared to experiment with 
new plan designs.

Cindy Lapoff is an ERISA compliance 
consultant for Manning & Napier 
Advisors, LLC. She provides clients 
and consultants guidance on the 
Patient Protection and Affordable 

Care Act and other regulatory and case law 
developments affecting single employer and 
multiemployer plans. Lapoff previously was a 
partner at Chambelain-DAmanda LLP represent-
ing multiemployer plans and had represented 
employers, employees and unions in employment 
matters for over 16 years. She is a contributing 
author to Employee Benefits Law, Third Edition, 
Fall 2013 Cumulative Supplement, and a frequent 
speaker on ACA.
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Individual Account Models to Consider
Modern plan designs can also help members navigate the 

new health/wealth landscape. For example, a high-deduct-
ible health plan (HDHP), paired with a health savings ac-
count (HSA), is increasingly popular in the single-employer 
context and with younger employees who do not have exten-
sive health care needs. Enrollment in HSAs has been growing 
steadily each year since their inception in 2004.6 A primary 
driver of this growth is the triple tax advantage HSAs afford: 
Contributions made to an HSA, by employees or employ-
ers, are not subject to federal or state income taxes (in most 
states) or to FICA tax. Investment earnings accrue tax-free, 
and withdrawals for qualified medical expenses are tax-free. 
Employees own the accounts, allowing for portability and 
carryover of unused balances from year to year and into re-
tirement for funding retiree health care expenses.

To be eligible to contribute to an HSA, an individual 
must be enrolled in an HDHP with minimum deductibles of 
$1,250 for an individual and $2,500 for a family. HDHPs typ-
ically have lower premiums than traditional plans. Contribu-
tions to HSAs in 2014 were limited to $3,300 for an individ-
ual and $6,550 for a family. The account may be invested at 
the discretion of the employee. The employee is responsible 
for ensuring that the expenditures from an HSA are medi-
cal expenses within the definitions provided by IRS; the plan 
sponsor is not involved in claims processing. Trustees fac-
ing the problem of younger, relatively healthy members who 
need coverage but do not want to pay for a rich plan might 
want to consider the use of an HDHP with an HSA.

In the multiemployer context, the HDHP/HSA model 
might be difficult to implement, in part because HDHPs are 
relatively uncommon in these plans. Another available op-
tion is a health reimbursement arrangement (HRA), which 
offers similar advantages to an HSA but is structured as a 
trust with notional individual accounts. These accounts, if 
properly designed, can convey some of the same benefits as 
an HSA, but the account is functionally very different.

Under ACA, HRAs may not “stand alone”—They must be 
linked to group coverage that satisfies affordability and mini-
mum value requirements. HRAs are funded solely by the em-
ployer; employees cannot contribute. Administration of HRA 
reimbursements is handled by the plan sponsor or its third-
party administrator, and the sponsor may limit the types of ex-
penses that can be reimbursed from the HRA. However, there 
are no contribution limits on HRAs, and if the plan is designed 

to allow it, unused money may be rolled over from year to year. 
The money cannot be invested by the employee but typically 
is held in a trust account that is invested by the plan trustees.

Plans that offer retiree health insurance might use a “retir-
ee-only HRA” to fund the benefit, together with an individu-
al Medicare plan the retiree selects from a private exchange. 
The HRA can be used to pay Medicare premiums and out-
of-pocket expenses, including items not covered by Medicare 
such as hearing aids, dental care and eyeglasses. Retiree-only 
HRAs can also be used to pay premiums through a state or 
federal marketplace, although retirees with access to an HRA 
will generally not be eligible for premium tax credits (subsi-
dies) offered on the public marketplaces.

Under either an HSA or an HRA, a younger/healthier 
member can opt for a lower premium and save the balance 
in his or her account for future medical expenses or for re-
tirement. An older member who is closer to retirement can 
use the account to cover out-of-pocket costs and premiums 
that would otherwise be paid out of his or her monthly re-
tirement income. Depending on how much of the account is 
needed for health expenses while active, savings in an HSA 
or HRA may be an important source of funds for medical 
expenses in retirement.

As the population ages, it may be tempting to discount 
the concerns of younger members who see millions of dol-
lars being spent on health care but perceive no long-term 
benefit to themselves. Trustees who wish to address this 
concern may want to investigate whether an individual ac-
count option and/or a private exchange might be right for 
their plan. While these designs are relatively new to the 
multiemployer world, they may provide options and ben-
efits that members at all career stages will perceive as ben-
eficial in the long term.   
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