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Transitional Reinsurance Program Data Reporting 
Deadline For Employers That Self-Insure Medical 
Bene�ts

The Transitional Reinsurance Program is a three-year program established by the Patient Protection and Afford-
able Care Act (“PPACA”) to raise funds to help stabilize premiums in the individual market.  The Program is 
funded by fees paid by health insurance issuers and self-insured group health plans offering major medical 
coverage.  Contributions to the Program are required for the 2014, 2015, and 2016 calendar years.  For 2014, 
the transitional reinsurance fee is an annual fee of $63.00 per covered life under the plan.

Employers that sponsor fully-insured plans do not have to take any action to report or pay the transitional 
reinsurance fee because the health insurance issuer for the plan is the entity responsible for collecting and 
paying the fee.  (Of course, the health insurance issuer will have passed on the cost of the fee by factoring it into 
the health insurance premium it charged.)

Employers that sponsor self-insured plans, however, must take action to report the number of covered lives 
under their plan for whom the fee must be paid and prepare to pay the fee in accordance with guidance issued 
by the Centers for Medicare and Medicaid Services (“CMS”).  Self-insured plan sponsors will need to report the 
number of covered lives to CMS by November 15, 2014, and then make a payment to CMS by January 15, 
2015.  CMS recently announced that on October 24, 2014, it will  release the form required for reporting.  This 
newsletter discusses the steps that self-insured plan sponsors need to take in order to timely report covered lives 
and pay the fee.

Coverage Subject to the Fee
The transitional reinsurance fee applies only to plans that provide major medical coverage.  For purposes of this 
fee, “major medical coverage” includes a catastrophic plan or health coverage for a broad range of services and 
treatments, including diagnostic and preventative services, as well as medical and surgical conditions.  The fee 
does not apply to the following types of coverage:

■ Stand-alone dental and vision coverage

■ Employee Assistance Programs

■ On-site medical clinics

■ Wellness programs

■ Flexible Spending Accounts (FSAs)

■ Health Reimbursement Arrangements (HRAs) that are integrated with major medical coverage

■ “Retiree-only” HRAs, even if not integrated with other major medical coverage

■ Coverage that supplements Medicare

■ Stand-alone prescription drug plans

■ Health Savings Accounts (HSAs)

■ Expatriate plans

■ Plans that apply to individuals with primary residence in a territory of the United States



There is a special rule for retiree coverage.  Employers that sponsor self-insured retiree medical coverage will 
only have to pay the fee for retirees and their covered dependents who are enrolled in medical coverage that 
does not supplement Medicare.  Typically, this would be retirees under age 65.  Under most self-insured plans 
covering retirees, the retiree is required to enroll in Medicare when �rst eligible and the plan begins to pay 
secondary to Medicare at that time (regardless of whether the individual has actually enrolled in Medicare).  
Because the plan is supplementing Medicare, the transitional reinsurance fee would not be payable for such a 
retiree.

Counting Covered Lives
Self-insured plan sponsors have four options for calculating the number of covered lives for whom they have to 
pay the transitional reinsurance fee.  The counting methods are the actual count method, the snapshot count 
method, the snapshot factor method, and the Form 5500 method.  These methods are familiar to employers 
who have had to report and pay the Patient- Centered Outcomes Research Institute Fee (“PCORI”).

Actual Count Method.  Under the actual count method, the employer adds the total number of covered lives 
(e.g., the employee, the covered spouse, the covered domestic partner, and any other covered dependents) on 
each day from January 1, 2014 through September 30, 2014, and divides the total by the number of days in 
those nine months (273 days in a non-leap year).

Snapshot Count Method.  Under the snapshot count method, the employer adds the total number of covered 
lives on any date  during the same corresponding month  in each of the �rst three quarters of 2014 (see 
example below), and divides that total by the number of dates on which the count was made.  An employer can 
use more than one date in a quarter if an equal number of dates are used for each quarter. The dates used in 
the second and third quarters of 2014 must fall within the same week of the quarter as the corresponding 
dates used in the �rst quarter.  For example, an employer may determine the number of covered lives on 
January 15th, April 15th, and July 15th  (the 15th day of the �rst month of each quarter), add those �gures 
together, and divide by three to arrive at the number of covered lives for purposes of the transitional reinsur-
ance fee.

Snapshot Factor Method.  The snapshot factor method is the same as the snapshot count method, except that 
instead of determining the actual number of covered lives on one or more dates in each quarter, the employer 
determines the following on those dates: the sum of (1) the number of participants with self-only coverage on 
that date, plus (2) the product of the number of participants with coverage other than self-only coverage on 
that date multiplied by 2.35.  The employer then adds the total amounts of covered lives on the dates it used in 
the �rst three quarters of 2014 and divides by the total number of dates on which the count was made to 
arrive at the covered lives count for purposes of the transitional reinsurance fee.

Form 5500 Method.  Under the Form 5500 method, an employer calculates the number of covered lives by 
adding the number of participants covered on the beginning of the plan year (as reported in Part II, Line 5 of 
the 5500) and the number of participants at the end of the plan year (as reported in Part II, Line 6d).  If the 
self-insured plan only offers self-only coverage, the number of covered lives is determined by adding the total 
participants covered at the beginning of the plan year and the end of the plan year, and dividing by 2.
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We expect that self-insured plan sponsors will choose either the snapshot count or the snapshot factor method, because under 
those methods, the employer only looks at the number of covered lives on a handful of dates during the �rst nine months of 2014.  
Using the actual count method may be administratively burdensome, because it would require the employer to determine the 
number of covered lives under its plan for each day of the �rst nine months of the year.  The claims administrator may be able to 
provide assistance with the actual count method.  The Form 5500 method is probably also not an attractive option for most 
employers, unless the Form 5500 �led by the employer reports only the employer’s self-insured medical coverage and no other 
welfare bene�ts.  Many employers have a consolidated welfare bene�t plan structure, which includes bene�ts in addition to the 
self-insured medical coverage, resulting in participant counts on the consolidated plan’s Form 5500 that are higher than the 
number of participants enrolled in the self-insured medical plan.  For example, a consolidated welfare plan that includes life 
insurance coverage that is provided to all employees, while the self-insured medical coverage under the plan is available only to 
full-time employees, would result in the employer overpaying  the transitional reinsurance fee, because the participant counts 
reported on the Form 5500 would include individuals covered under the plan’s life insurance bene�t but not the self-insured 
medical bene�t.



Presumably, most employers will opt to pay the fee in the two installment method, since there is no added charge or interest.

Submitting the Fee
Because the Transitional Reinsurance Program is only a three-year program (it applies only in 2014, 2015, and 
2016), CMS has decided to use an existing payment mechanism to collect the fee, rather than create a new one.  
To that end, CMS has directed self-insured employers to use www.pay.gov to report the number of covered lives 
and to authorize payment of the transitional reinsurance fee.

Employers that have not done so already for other purposes will need to register at www.pay.gov and access the 
“ACA Transitional Reinsurance Program Annual Enrollment and Contribution Submission Form,” which will be 
released on October 24, 2014.  Employers will be required to report basic employer information and upload 
supporting documentation on the covered lives count.  CMS has yet to specify the types of backup documentation 
employers will need to submit for purposes of validating the number of covered lives.  Employers must report the 
total number of covered lives on the website by November 15, 2014.

After reporting the number of covered lives, CMS will auto-calculate the fee.  The employer has the option to pay 
the fee either in one installment, which would all be due by January 15, 2015, or in two installments, which 
would consist of $52.50 per covered life due by January 15, 2015 and $10.50 per covered life due by November 
15, 2015.  Based on current guidance it appears that  if an employer opts for combined collection, the form will 
only need to be submitted once.  If the employer wishes to pay in two installments, the form will need to be 
duplicated so a second payment can be scheduled.  Both payments must be scheduled by November 15, 2014.

Payments of the fees can only be made on www.pay.gov using an Automated Clearing House (ACH) debit 
payment.  Because many banks have an ACH debit block security feature, employers should contact the bank 
from which the payment will be made to notify the bank of the amount that will be paid and to provide the bank 
with the United States government Agency Location Code (known as ALC+2) in order to ensure that the money 
from the account only goes to the United States government.  The employer should notify the bank that the 
ALC+2 is 7505008015.  Employers may use a third party administrator (TPA) to submit the plan’s enrollment 
count and to make the payment of its transitional reinsurance fee contributions, although the self-insured plan is 
ultimately responsible to pay the fee.  Employers that want to use a TPA for this purpose should begin discussion 
with the TPA now.

Conclusion
Because the deadline to submit the number of covered lives is November 15, 2014, employers with self-insured 
plans should take steps now to gather their plan enrollment data and to calculate the number of covered lives.  
Employers should also register at www.pay.gov to report the number of covered lives, and to be on the lookout 
for the ACA Transitional Reinsurance Program Annual Enrollment and Contribution Submission Form from CMS 
(to be released on October 24, 2014), which will specify the information and supporting documentation employ-
ers must provide to substantiate their covered lives counts.  After employers submit their covered lives counts, 
they should schedule a payment to be made no later than January 15, 2015, and work with their banking 
institutions to ensure that the ACH debit transaction will clear.

Should you have any questions, please feel free to contact any member of our �rm’s Employee Bene�ts and 
Executive Compensation Practice Area at (585) 232-6500.  
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