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ACA: SUMMARY OF BENEFITS AND
COVERAGE REQUIREMENT

The ACA generally requires group health plans and health insurance issuers that offer
group health coverage to prepare and distribute to plan participants and beneficiaries
a brief standard summary of the plan’s benefits and coverage. This summary is called
the summary of benefits and coverage (SBC). In order to help employers fulfill their
administrative responsibilities in connection with the SBC requirement, this publication
provides information regarding the types of plans subject to the requirement, the
content, timing, and delivery of the SBC (including when material modifications to the
SBC occur outside of the policy renewal cycle), and the penalties for noncompliance
with the SBC content and delivery requirements. For information about employers that
are subject to the broad range of ACA requirements, see the NFP publication ACA:
Applicable Large Employers.

Under the ACA, plan
administrators ofgroup = BACKGROUND
health plans must Under the ACA, plan administrators of self-insured group health plans, or health insurance
. .. issuers in the case of fully insured plans, must provide participants and beneficiaries an
prowde to partlapants SBC that accurately describes the benefits and coverages of each benefit package under
and beneficiaries an the plan. Also, the health insurance issuer (often referred to as the insurer or carrier)
must provide an SBC to the group health plan sponsor (generally the employer). The SBC
SBC that accurately requirement is in addition to the summary plan description (SPD), summary of material
describes the benefits modifications (SMM), and summary of material reductions (SMR) requirements that
pertain to ERISA plans. For further information about ERISA requirements related to group
and coverages under health plans, see the NFP publication ERISA Compliance Considerations for Health and
the plan. Welfare Benefit Plans.

The SBC requirement is designed to provide employees and their eligible dependents
(also referred to collectively as beneficiaries) with a basis for understanding the health
coverage offered under the plan and a means for comparing various health plans and
policies. To achieve this goal, the SBC is subject to strict content, appearance, format,
and language requirements. Importantly, the SBC must include a uniform glossary that
clearly defines plan and benefit terminology, as well as coverage examples that illustrate
benefits provided under the plan or coverage for common benefit scenarios.

In addition, plan sponsors and insurers must provide a notice of material modifications
to any terms of the plan or coverage that would affect the content of the SBC. The ACA
directs the departments (the DOL, IRS, and HHS) to develop standards and definitions
to achieve the goal of the SBC and SMM requirements. Note that the SBC template and
related materials that were first introduced in 2012 undergo periodic changes as new
healthcare reforms take effect.
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PLANS SUBJECTTO THE SBC REQUIREMENT

The SBC requirement applies to most group health plans, including fully insured and self-insured (including level-funded) plans.
Grandfathered plans are also subject to the requirement. Since HRAs generally do not meet the definition of excepted benefits
under HIPAA, they are likely subject to the SBC requirement. However, an HRA that is integrated with the major medical coverage
can be included in the SBC for the major medical plan rather than issued separately.

Plans that are not subject to the SBC requirement include excepted benefits (as defined in HIPAA), such as stand-alone dental
and vision plans and many health FSAs and retiree-only plans (i.e., plans that cover fewer than two current employees). Note
that Excepted Benefit HRAs (EBHRAs) and Qualified Small Employer HRAs (QSEHRAS) are not subject to the SBC requirement, but
Individual Coverage HRAs (ICHRAs) are subject to the requirement. For further information about HRAs, EBHRAs, QSEHRAs, and
ICHRAs, see the NFP publication HRAs, ICHRAs, and Other Employee Reimbursement Arrangements.

Similarly, health savings accounts (HSAs) are generally not considered group health plans and therefore are not subject to the SBC
requirement. Nevertheless, an SBC prepared for a high deductible health plan (HDHP) associated with an HSA must reference the
effect of employer contributions to the HSA, and the HSA's effect on the HDHP’s deductible, in the appropriate fields. Likewise,
even health FSAs and HSAs, which generally are not subject to the SBC requirement, may need to be referenced in an SBC for a
comprehensive medical plan if the employer, at its discretion, chooses to use the SBC to explain how the plan’s deductible and any
copayment features interact with a health FSA or HSA.

The following chart shows the application of the SBC requirement to different types of employee benefits.

Application of SBC Requirement

SBC Requirement Applies SBC Requirement Does Not Apply

Fully insured or self-insured (including level-funded) major

medical group health plans of any size Stand-alone dental and vision plans

Fully insured or self-insured (including level-funded) qualified

HDHP major medical plans FEEEEE RS

HRAs that are integrated with a fully insured or self-insured
(including level-funded) major medical plan
ICHRASs HSAs

HIPAA-excepted health FSAs

EBHRAs and QSEHRAs

Dependent care FSAs

SBC CONTENT
According to the ACA's strict requirements, SBCs must generally include the following:

+ Uniform definitions of standard insurance terms and medical coverage

A description of the plan’s coverage for each category of benefits, including cost-sharing
« The plan’s benefit exceptions, reductions, and limitations
« Information relating to renewability and continuation of coverage

« A“coverage facts label,” which includes hypothetical coverage examples to illustrate the benefits that would be provided for
certain common benefit scenarios

Internet addresses or contact information for obtaining a list of network providers, information about any prescription drug
formulary, the departments’ uniform glossary, and the plan document, insurance policy, contract, or certificate of insurance

« A statement of whether the plan provides minimum essential coverage that satisfies the minimum value standard

« A statement that the SBC is only a summary and that the plan document, insurance policy, contract, or certificate of insurance
should be consulted for more information about the coverage provided under the plan

With respect to the departments’ uniform glossary, plans and insurers must provide an internet address to access the information
and must make a paper copy available upon request, within seven business days.

With respect to the coverage facts label, the final regulations initially included two coverage examples: one for maternity care
and one for Type 2 diabetes. For plan years beginning on or after January 1, 2017, a third coverage example was added: a simple
fracture requiring an emergency room visit. The purpose of the coverage examples is to show how claims for specific benefits
would be processed so that a participant can see an estimate of cost-sharing and payment. See under the Resources section
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below for links to the coverage examples. Separately, the Consolidated Appropriations Act of 2021 (CAA 2021) includes other plan
requirements regarding the availability of participant cost-sharing tools. For more information about these requirements, see the
NFP publication Transparency and CAA 2021 Obligations of Group Health Plans.

SBC APPEARANCE, FORM, AND LANGUAGE

In addition to the strict content requirements, SBCs must also meet strict requirements with respect to their appearance,
form, manner, and language. Specifically, they must be printed in 12-point or larger font and must be limited to four double-
sided pages. They must be presented in a uniform format and use terminology understandable by the average enrollee. Plan
administrators and insurers are encouraged (although not required) to use the DOL's model SBC to satisfy the requirements.

With respect to language, the SBC must be provided in a “culturally and linguistically appropriate” manner, similar to the ACA
rules for group health plan claims and appeals communications. Generally, the plan must disclose the availability of language
services and provide written translation of an SBC for certain counties that have been identified by the US Census Bureau as
having a concentration of at least 10% of the population who speak the same non-English language. The county list is meant to
be updated annually by HHS; in the absence of annual updates, employers can rely on the most recently published list. HHS will
make available written translations of the SBC template, sample language, and uniform glossary in Spanish, Tagalog, Chinese, and

Navajo.

OTHER SBC REQUIREMENTS

SBC Modifications

If the plan sponsor or insurer makes a material modification to the SBC outside of renewal or reissuance (for example, a midyear
plan design change) that requires a change in the SBC, the plan sponsor or insurer must provide notice of the modification to
enrolled participants and beneficiaries no later than 60 days prior to the date the modification will take effect. The 60-day advance
notice may be provided through a separate notice or through an updated SBC.

This SBC modification requirement is in addition to existing ERISA rules, which generally require plan sponsors to provide

an SMR within 60 days after adoption of a material reduction in covered benefits (or an SMM within 210 days for other plan
modifications). However, the final SBC regulations state that if a plan sponsor provides a complete notice or an updated SBC to
inform participants of the modification or change, the ERISA requirement to provide an SMM or SMR is also satisfied. For more
information about ERISA's SMM and SMR requirements, see the NFP publication ERISA Compliance Considerations for Health
and Welfare Benefit Plans.

These rules are outlined in the ERISA and ACA Requirements chart below.

ERISA and ACA Requirements

ERISA Requirements ACA Requirements

When

Format

Timing

Coordination

Summary of Material Modification (SMM)

Must be provided upon any material
modification to the plan and any change in
the information required to be in the SPD.

Must be written in plain language so that
the average plan participant can understand
(no model notice available).

Must be provided within 210 days of the end
of the plan year in which the modification is
adopted.

Any SMMs that are not yet included in the
SPD must be distributed along with the SPD
until a revised SPD is distributed.

Summary of Material Reduction (SMR)

Same requirements as SMM, except that
expedited requirements apply upon a
material reduction in covered benefits
or services.

Must be written in plain language so that
the average plan participant can understand
(no model notice available).

Must be provided within 60 days after the
material reduction in covered benefits or
services is adopted.

Any SMMs that are not yet included in the
SPD must be distributed along with the SPD
until a revised SPD is distributed.

SBC Modification

Must be provided when there is a material
modification of plan terms or coverage
that is not reflected in the most recently
provided SBC.

May be provided through a separate SMM
notice or through an updated SBC.

Must be provided at least 60 days before the
modification becomes effective.

Complying with this SBC Modification
requirement will satisfy the existing ERISA
requirement to provide an SMM or SMR.


https://www.cms.gov/CCIIO/Resources/Fact-Sheets-and-FAQs/Downloads/CLAS-County-Data_Jan-2016-update-FINAL.pdf
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Coverage Offered Outside the US

For plans that provide coverage outside the US (i.e., expatriate coverage), plans and insurers may offer an internet address
(or similar contact information) for obtaining information about benefits and coverage provided outside the US, rather than
distributing SBCs to plan participants and beneficiaries.

SBC DELIVERY

Plan administrators of both fully insured and self-insured (including level-funded) group health plans must ensure that SBCs are
distributed to participants, including COBRA participants and retirees, and beneficiaries at certain required intervals during the
employment cycle, as described in greater detail in the SBC to Participants and Beneficiaries sub-section below. In the context of
employee benefit plans, the definition of “participant” includes any current or former employee who is or may become eligible to
receive a benefit from an employee benefit plan. The definition of “benficiary” includes any person designated by a participant, or
by the terms of an employee benefit plan, who is or may become entitled to a benefit.

In addition, SBCs must be provided by health insurers to plan sponsors of fully insured plans at certain required intervals in the
contract renewal cycle, as described in greater detail in the SBC to Plan Sponsors sub-section below.

For additional information about providing other required group health plan notices to employees during different periods of an
employee’s employment cycle, see the NFP publications Required Group Health Plan Notices Overview and Required Group
Health Plan Notices Chart.

SBC to Participants and Beneficiaries

The plan administrator of a group health plan is generally responsible for providing the SBC to plan participants, including COBRA
participants and retirees, and beneficiaries for each benefit package under the plan. For fully insured plans, the insurer is equally
responsible for providing the SBC and generally satisfies the delivery requirement directly. As a practical matter, however, plan
sponsors of both fully insured and self-insured (including level-funded) plans are encouraged to take direct responsibility for
providing the SBC to participants and beneficiaries, even at risk of duplicated efforts, to avoid compliance failures stemming from
miscommunication with the insurer.

The SBC must be provided to participants and beneficiaries at the following times:

+ Upon eligibility for the health plan (by the first day on which the employee is eligible to enroll for coverage under the plan)
« Atinitial/midyear enrollment (if due to HIPAA special enrollment rights, no later than 90 days from enrollment)
« At annual open enrollment (generally by no later than 30 days prior to the first day of the new policy year)

« Upon employer-initiated mid-plan year change (at least 60 days in advance of the effective date of any material change in
benefits that affects the SBC content, such as increases in cost-sharing or additional coverage limitations)

« Upon request (within seven business days of the request)

Employers may provide a single SBC to a participant and to any beneficiaries at the participant’s last known address, except that
a separate SBC must be provided to a beneficiary if the family member is known to live at a different address. Also note that a
separate SBC must be provided to a beneficiary if the beneficiary enrolls in coverage separately from the employee, such as when
an enrolled employee later exercises a HIPAA special enroliment right to add a new spouse as of a midyear effective date.

The SBC can be distributed as a stand-alone document or in combination with the SPD, provided the SBC is prominently displayed
early in the SPD’s provisions, directly after the SPD table of contents, and provided the SBC is distributed in a timely manner.
Importantly, though, since the SBC must be distributed more often than the SPD, and the SBC must be delivered to participants
and beneficiaries (whereas the SPD only needs to go to participants), there may be additional challenges with attaching the SBC
to the SPD.

Employers may distribute SBCs by hand, by mail, or by electronic delivery (email) in a manner that complies with the DOL’s
electronic disclosure safe harbor. In general, employers must “use measures reasonably calculated to ensure actual receipt of
the material by plan participants, beneficiaries and other specified individuals." The DOL's safe harbor rules allow for electronic
distribution to employees who have computer access as an integral part of their job (work email address, regular access to
laptop/phone or other devices). Employees without computer access as an integral part of their job must consent to electronic
distribution of notices (usually using a personal email address). While electronic delivery can include posting to an employer’s
intranet or benefits portal or sending via email (among other electronic means), these measures alone do not satisfy the DOL’s
distribution requirements. Employers must also notify employees that the notice has been posted and must describe the
significance of the notice and the employee’s right to request a paper copy.
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For eligible participants and beneficiaries who are not yet enrolled in coverage, the SBC may be delivered electronically if the
format is readily accessible, the SBC is provided in paper (free of charge) upon request, and (in the case of an internet posting of
the SBC) the plan or issuer timely notifies the individual (by paper or email) of the SBC’s availability on the internet and in paper
form.

Importantly, employers should routinely document all methods of delivery used for the SBC (and for all other required notices)
and should retain these records in accordance with the employer’s record retention policy. In general, records related to ERISA
plans should be retained for eight years. For more detailed information about electronic distribution rules, including a Sample
Employee Communication and a Sample Employee Consent to Receive Plan Disclosures, see the NFP publication Electronic
Distribution Rules: A Guide for Employers.

SBC to Plan Sponsors
For fully insured group health plans, insurers are required to provide SBCs to plan sponsors at the following times:

Upon initial application (as soon as practical, but no later than seven days following receipt of an application for group health
coverage from a plan sponsor)

+ Upon renewal, if the insurer renews or reissues the policy, certificate, or contract of insurance (by no later than 30 days prior
to the first day of the new plan year for automatic renewals; by the date the written application materials are due for non-
automatic renewals)

« Upon request (within seven business days of the request)

Employers should consult with insurers and TPAs as needed regarding preparation and distribution of SBCs to ensure that the
obligations and responsibilities of all parties are timely met.

PENALTIES

The penalties associated with noncompliance with SBC distribution requirements are significant. Specifically, a group health plan
or insurance carrier that willfully fails to provide the SBC to a participant or beneficiary is subject to a fine of up to $1,406 per
participant or beneficiary (as of 1/15/2024, adjusted annually for inflation). In addition, such plans or carriers may also need to
self-report noncompliance on Form 8928 and pay an excise tax to the IRS of $100 per day per individual (not subject to annual
inflation adjustment) for each day that the plan fails to comply with the requirement.

SUMMARY

Employers that sponsor group health plans should review the SBC requirement and all related guidance and should work
with insurance carriers and TPAs to provide the SBCs, uniform glossary, and any material modification notices timely to all plan
participants, including COBRA participants and retirees, and beneficiaries. Employers should pay special attention to open
enrollment and plan year start dates in order to satisfy the SBC distribution requirements.

To discuss your SBC compliance obligations and other aspects of your employee benefits program, or for copies of NFP
publications, contact your NFP benefits consultant. For further information regarding NFP’s full range of consulting services, see
NFP.com.


https://www.nfp.com/
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SBC Final Regulations

SBC Instructions for Group Coverage

SBC Template
SBC Guidance for Compliance

Sample Completed SBC
Sample Language for SBC “Why This Matters” Section (for “Yes” Answers)

Sample Language for SBC “Why This Matters” Section (for “No” Answers)

Uniform Glossary
Coverage Example (Diabetes Narrative)

Coverage Example (Diabetes Scenario)

Coverage Example (Maternity Narrative)

Coverage Example (Maternity Scenario)

Coverage Example (Simple Foot Fracture Narrative)

Coverage Example (Simple Foot Fracture Scenario)

Table of County Populations for “Culturally and Linguistically Appropriate” Requirement (Pages 14-17)
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https://www.federalregister.gov/documents/2015/06/16/2015-14559/summary-of-benefits-and-coverage-and-uniform-glossary
https://www.dol.gov/sites/dolgov/files/EBSA/laws-and-regulations/laws/affordable-care-act/for-employers-and-advisers/sbc-instructions-for-completing-the-group-health-plan-coverage-final.pdf
https://www.dol.gov/sites/dolgov/files/EBSA/laws-and-regulations/laws/affordable-care-act/for-employers-and-advisers/sbc-template-final.pdf
https://www.federalregister.gov/documents/2012/02/14/2012-3230/summary-of-benefits-and-coverage-and-uniform-glossary-templates-instructions-and-related-materials
https://www.dol.gov/sites/dolgov/files/EBSA/laws-and-regulations/laws/affordable-care-act/for-employers-and-advisers/sbc-completed-new.pdf
https://www.dol.gov/sites/dolgov/files/EBSA/laws-and-regulations/laws/affordable-care-act/for-employers-and-advisers/sbc-why-this-matters-language-for-yes-answers-new.pdf
https://www.dol.gov/sites/dolgov/files/EBSA/laws-and-regulations/laws/affordable-care-act/for-employers-and-advisers/sbc-why-this-matters-language-for-no-answers-new.pdf
https://www.dol.gov/sites/dolgov/files/EBSA/laws-and-regulations/laws/affordable-care-act/for-employers-and-advisers/sbc-uniform-glossary-of-coverage-and-medical-terms-new.pdf
https://www.cms.gov/CCIIO/Resources/Forms-Reports-and-Other-Resources/Downloads/Diabetes-Narrative-11-2019.pdf
https://www.cms.gov/CCIIO/Resources/Forms-Reports-and-Other-Resources/Downloads/Managing-Type-2-Diabetes-Guide-01-2020.pdf
https://www.cms.gov/CCIIO/Resources/Forms-Reports-and-Other-Resources/Downloads/Maternity-Care-Narrative-11-2019.pdf
https://www.cms.gov/CCIIO/Resources/Forms-Reports-and-Other-Resources/Downloads/Having-a-Baby-Guide-01-2020.pdf
https://www.cms.gov/CCIIO/Resources/Forms-Reports-and-Other-Resources/Downloads/Foot-Fracture-Narrative-01-2020.pdf
https://www.cms.gov/CCIIO/Resources/Forms-Reports-and-Other-Resources/Downloads/Simple-Fracture-Guide-01-2020.pdf
https://www.cms.gov/CCIIO/Resources/Fact-Sheets-and-FAQs/Downloads/CLAS-County-Data_Jan-2016-update-FINAL.pdf
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About NFP

NFP, an Aon company, is an organization of consultative advisors and
problem solvers helping companies and individuals address their most

significant risk, workforce, wealth management, and retirement challenges.

With colleagues across the US, Puerto Rico, Canada, UK, and Ireland, we
serve a diversity of clients, industries, and communities.

Our global capabilities, specialized expertise, and customized solutions
span property and casualty insurance, benefits, wealth management,
and retirement plan advisory. Together, we put people first, prioritize
partnerships, and continuously advance a culture we're proud of.

Visit NFP.com to learn more.

NFP Corp. and its subsidiaries do not provide legal or tax advice. Compliance, regulatory, and related content is for general
informational purposes and is not guaranteed to be accurate or complete. You should consult an attorney or tax professional
regarding the application or potential implications of laws, regulations, or policies to your specific circumstances.
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