NIS Learning Series: Since Health Reimbursement Arrangements (HRAs) that

are integrated are considered a medical plan by the IRS,
S a n you will have to calculate the COBRA premium and include
it on your COBRA election form. How do you do this? It

H ow J[O Ca |CU |ate the Prem | um depends upon the type of HRA plan you have in place.
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UNFUNDED HRA

An unfunded HRA is an HRA where the employer makes funds available to the employee for medical expenses.
But, if funds are not used during the plan year, the employer recovers the balance.

To Calculate the COBRA Cost of

an Unfunded HRA... e

A. Determine the utilization percentage of A.
the HRA plan in the past 12 months. To
calculate, divide the total amount of funds $850,000 (total funds used, past 12 months)
that were used in the past 12 months by <+ $1,000,000 (total funds available, past 12 months)

the total amount available. If your unfunded
HRA plan is in its first year, a good rule of
thumb is to set the utilization at 75%.

= 85% Utilization Percentage

B. Next, multiply the utilization percentage B.
by the total HRA funds available to each
individual employee. This is the COBRA X $1,000 (total funds available per employee)

premium if the employee would like to = $850 Employee’s COBRA Premium*
maintain access to their unfunded HRA.
X 12 (months)

= $70.83 (monthly breakdown)

85% (utilization percentage)

*Employee will have access to the full $1,000 HRA benefit.

Note: An employee who chooses COBRA continuation for an unfunded HRA
must use all of the available HRA funds before the end of their COBRA period or
forfeit the remaining funds in the account once COBRA has ended.
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FUNDED HRA

A funded HRA is an HRA that works similar to a Health Savings Account (HSA) where you deposit funds into an
employee-controlled HRA account that rolls over from year to year and gains interest.

To Calculate the COBRA Cost of )
a Funded HRA... COBRA Premium =
The COBRA premium for a fully funded o

HRA is simply 100% of the employer’s

contribution. However, it's important to o
recognize that if an employee has a balance

in their funded HRA account, and they choose of the Employer’s
COBRA continuation of their HRA, they must C bt
use all their funds in the account prior to ontribution

termination of COBRA.

If your funded HRA coverage is with National Insurance Services, you have the
opportunity to offer your employees “HRA Coverage in lieu of COBRA" which allows
them to keep their HRA balance and use the funds after their COBRA period.
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About National Insurance Services:

National Insurance Services (NIS) provides employee benefit consulting services, as well as
brokerage services for medical, dental, life, disability, and vision insurance benefits for public
sector organizations such as schools, cities, counties, municipalities, and libraries. We also

specialize in early retiree benefit restructuring services, tax-free options for retiree payouts, as
well as, on-site and near-site medical clinics.

NIS is trusted by over 2,500 public sector organizations and 500,000 insured individuals

in 29 states - one of the largest blocks of governmental business in the United States. We
are headquartered in Brookfield, Wisconsin with regional offices in Indiana, lowa, Michigan,
Minnesota, Nebraska, and Pennsylvania.

To learn more about NIS, visit our website NISBenefits.com.

You may also be interested in the following resources:

Whitepaper: Health Insurance Rx for School, City, and County Employers

e Whitepaper: Understanding Self-Funded Vs. Fully Insured Health Plans

Guide: Why Work with a Public Sector Specialist for Your Life and Disability Insurance?

e Quiz: Broker Scorecard
*  Quiz: Is Your Public Sector Life and LTD Being Serviced Properly?

NATIONALES INSURANCE

S ERVICES

Corporate Headquarters
250 South Executive Drive, Suite 300, Brookfield, WI 53005

Offices Nationwide
800.627.3660
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http://www.nisbenefits.com/
http://www.nisbenefits.com/proactive-benefit-consulting-services/
http://www.nisbenefits.com/health-insurance-solutions/
http://www.nisbenefits.com/insurance-benefits/
http://www.nisbenefits.com/retiree-benefit-solutions/
http://www.nisbenefits.com/proactive-benefit-consulting-services/sick-leave-other-one-time-retiree-incentive-payouts/
http://www.nisbenefits.com/medical-clinics/
http://www.nisbenefits.com/
http://info.nisbenefits.com/whitepaper-health-insurance-rx?utm_campaign=asset-link&utm_source=asset-lik&utm_medium=health-rx
http://info.nisbenefits.com/self-funding-whitepaper?utm_campaign=asset-link&utm_source=asset-link&utm_medium=self-funding-wp
http://info.nisbenefits.com/guide-why-work-public-sector-specialist-life-disability
http://info.nisbenefits.com/broker-scorecard
http://info.nisbenefits.com/is-your-public-sector-life-ltd-serviced-properly

