xassICANSAN

Grab a Tray and Get Some Health Care, Cafeteria-Style

Acquiring health insurance can be a frustrating process, especially when you
would like a plan other than the one or two choices your employer may provide.
There are steps lawmakers in Kansas could take in order to give individuals more
choices for their health insurance needs.

During the last legislative session, lawmakers passed Senate
Bill 81, which includes language that allows employers to set up
Premium Assistance Only Plans (POP), already allowed under
federal law. POP plans allow employees to use pretax dollars
to purchase health insurance.

A further step by lawmakers would provide many more
advantages to employers and employees. This step would
allow employees to purchase their own, individual plans,
through their employer’'s cafeteria plans. This is in contrast to
the POP plan or other employer-based plans, which may give
employees one or two health plan choices. Instead, in this
case, the employee picks whichever plan he or she wants and
then uses pretax dollars to purchase it. The employer can still
contribute, but the employee is the actual owner of the policy.
This type of plan is often called a section 125 plan due to the
part of the IRS code in which it is found.

There are several advantages to this type of plan, both for employers and
employees. Employers would enjoy tax advantages. These plans save
businesses and employees in FICA and Medicare taxes.

Employers may also find these plans useful as a recruitment tool. Instead of
offering a single or perhaps two plans to employees they can offer employees the
option of picking their own individual plans and contributing towards those.

These plans may also offer business budgeting advantages due to their simplicity,
which is especially important for small businesses without HR departments. It also
allows businesses to better budget and predict costs because current employer-
based plans are affected by the number of employees, and hirings and firings can
drastically affect those plans.

Besides the tax advantages employees may experience multiple other advantages
with section 125 plans. One of these advantages is portability. When individuals
change employers they usually lose their insurance coverage, which creates the
high percentages of temporarily uninsured workers. It also creates problems for
the individual who may lack insurance for an extended period of time and when
starting a new job may have to experience a waiting period and transition costs.
With a section 125 plan, the individual is the owner so if he or she leaves a job he
or she continues to own the policy and can keep it if he or she continues to pay the
premiums.




Section 125 plans may also afford increased family options. With small group
plans couples often have separate insurance and sometimes even have a third
plan to cover their children. With these plans couples and families may be able to
contribute to the one plan they have chosen and both employers can contribute to
the same plan.

Additionally, and perhaps most importantly, section 125 plans give individuals
increased choices and affordability. Employer-based plans are one-size-fits all,
but different people have different insurance needs. These plans allow individuals
to purchase the plans that best fits their needs. Individuals will often find cost
savings with plans that better fit their needs as well.

Finally, by offering section 125 plans, employers may help cut down on the
number of uninsured.  First, by cutting down on the numbers of temporarily
uninsured, but also by allowing part-time workers the affordability of insurance that
employers may not have been able to afford to offer before. And lastly, because of
the affordability factor, more individuals may find it reasonable to purchase
insurance. This may be especially true for those who are 19 to 34 who make up
56 percent of the uninsured. These individuals often think of themselves not only
as invincible but also feel that purchasing costly one-size-fits-all policies don’t
make good economical sense for them.

There are some concerns to be aware of with the implementation of such plans.
There are plan-drafting costs (although these can be minimal). These plans also
require individuals to take responsibility for their health insurance decisions, which
may be a challenge for some, but with time people would get used to this change
and hopefully embrace the increased options it gives them.

Finally, there are some federal law concerns with this policy. Missouri recently
enacted legislation implementing these types of plans but the concern is that there
could be some problems with the Health Insurance Portability and Accountability
Act (HIPAA) and the Employee Retirement Income Security Act (ERISA) of 1974
which may restrict the types of policies employers can offer to group plans. This is
currently unsettled law and at the time enforcement is left to the states.

Section 125 plans, which allow the purchase of individual plan policies through
employers’ cafeteria plans, offer many advantages for both employers and
employees. Kansas lawmakers should consider this reform option in the next
legislative session. And if Kansas implements these reforms, Kansans should
grab their trays and prepare to get their health care cafeteria-style.
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