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Agenda: 

• Conflicts for Global Plans
• Background on PPACA
• How PPACA Impacts Global Plans
• Transitional Relief
• Breaking News
• Strategies
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Employee Classes

• Expatriate (Expat):
Any employee residing and working outside of their home country

• Third Country National (TCN):
Employee working for an American company who is from a foreign 
country (ex: France) working in another country (ex: Brazil)

• Key Local National (KLN):
Executive, partner or high level manager working in his/her own country 
outside of the US or Canada

• Inpatriate:
An employee working in the U.S., who is a citizen of another country; 
often on rotation assignment

• Executive Traveler:
Short-term assignments or extended business travel
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International Insurance Issues

• Liability
• Fiduciary concerns

• Host Country Laws
• Prohibitions
• Currency
• Visa

• Tax Issues
• Claim Payment

• ERISA
• Country mandates

• Admitted/non-admitted

• Privacy Laws
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Background of PPACA
The Patient Protection and Affordable Care Act (PPACA):

a $1 Trillion health care overhaul

Reform provisions go into effect over eight years:

PPACA creates:
 Insurance Market Reforms (benefit and service requirements)
 State Exchanges
 Government subsidies for lower-income individuals
 Employer Mandate
 Individual Mandate
 New Fees and Tax Provisions

Important Notes:
 Provides the Secretary of HHS broad authority to interpret regulations 

and set policy
 Thousands and thousands of pages of regulations issued thus far with 

many more yet to come—rules change periodically
 In many cases employers and insurers are faced with interpreting rules 

and implementing requirements without guidance from the government
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Impacts for Multi-National Employers

Employer  Mandate

• Breaking News—Employer Penalties Delayed Until 2015
• A bit of a comfort zone: Employers who provide coverage to at least 95% 

of their employees will not be penalized even if some employees qualify 
for subsidies

• An employer does not have to count employees working outside the US 
for purposes of calculating the penalty

• It is likely fair to say that the employer won’t be fined for any employees 
working outside the US

• A US employer must count any employees working in the US (including 
non-US expatriates working in the US) for the purposes of calculating any 
applicable penalty
• It is possible that a US subsidiary of a non-US company could be penalized for 

not offering US-issued coverage to non-US citizens living and working in the 
US (but employees would have to go to an exchange and qualify for a subsidy)
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Conflicts for Global Plans

Applying PPACA requirements to international/expatriate 
plans complicates multinational businesses and expatriate 
employees.
• Multinationals are disadvantaged in the international marketplace 
as they must purchase PPACA compliant policies for their US 
expatriates while their foreign competitors do not.

• PPACA compliant plans may not be cost-effective, especially for 
third country nationals, may not provide compliant global 
coverage and may not comply with local laws.

• Employers may have to purchase multiple policies with 
overlapping coverage or risk non-compliance with one or more 
nations’ laws

• Employers may need to split policies and contracts based on the 
citizenship or work location of expatriates versus one global plan

• US Policies subject to tax even when covering non-U.S. based 
employees

• Discrimination provisions and Cadillac tax may disproportionately 
impact expatriate plans.

Employer 
concerns
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Plan 
Challenges

Conflicts for Global Plans
Applying PPACA to global plans is complex and difficult on 
numerous levels.
• Expatriate plans often cover employees of numerous nationalities 

and citizenship
• Applies U.S. requirements on non-U.S. citizens, non-U.S. 

providers
• Requirements may conflict with the laws/requirements of other 

sovereign nations
• U.S. expatriates would likely be ineligible to purchase global 

coverage through a public exchange
• Certain expatriates require locally issued coverage in their 

assignment locations (KSA, Czech Republic, Abu Dhabi, 
Australia) but require a U.S. issued plan to meet PPACA 
mandates  

• Without global standard code sets, identification of benefits 
incurred internationally presents challenges

• Potentially penalizes an individual for an insurance decision made 
at the employer level—penalties for expats could be large when 
calculated at a percentage of income

• Required benefit summaries show only U.S. benefits in U.S. 
dollars based on U.S. incurred claims
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Case Study: How PPACA Impacts 
International/Expatriate Plans

Jurisdictional 
linkages

PPACA
requirements

PPACA
requirements

Plans/Insurers
• Applies to plans “regulated by a state” 
• Applies to any health insurance issuer licensed in the United 

States (regardless of citizenship of employees covered)
• Any “group health plan” as defined in ERISA
• Imposes annual fees for “United States Health Risk”

Employers
U.S. employers subject to penalties in 2014 if:
• Plan does not provide minimum value
• Coverage is not affordable
• Still unclear if coverage must be U.S. issued (conflicting 

rules)

Individuals
• Applies tax penalties to individuals who do not meet 

“minimum essential coverage” requirements
• Applies to U.S. citizens and legal U.S. residents (though 

recent rules deem home country coverage for foreign 
nationals and employer sponsored expatriate plans to meet 
requirements) 

• Bona fide permanent residents of foreign countries deemed 
to meet  minimum essential coverage requirements
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Flow Chart: The Global Reach of PPACA

Non-U.S.
Multi-
Nationals

US  and 
non-U.S. 
brokers

U.S. multi-
nationals

Global
health care
professionals

U.S. expats

IGO/NGO
Workers

Third 
country
nationals

Trailing 
Dependents

Non-U.S.
expats 

Inpatriates

PPACA

Individuals 
• U.S. citizens
• Legal U.S. residents
• U.S. taxpayers

Employers
• U.S. employers
• Non-U.S. 

employers   
employing U.S. 
citizens or legal 
U.S. residents

Insurers
• U.S. insurers
• Non-U.S. insurers 

covering U.S. 
citizens 
or legal U.S. 
residents

Consultants
• U.S. brokers
• Non-U.S. brokers with 

multi-national clients
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Employer Mandate—Delayed Until 1/1/15
US Employers with 50+ full-time 
employees/equivalents must offer 
medical coverage that is “affordable” 
and provides “minimum value” to their 
full-time employees and their 
dependent children up to age 26 or be 
subject to penalties.

Coverage is “affordable” if employee contributions are less than 9.5% 
of:
• Employee’s W-2 wages
• Employee’s monthly wages (hourly rate x 130 hours per month), OR
• Federal Poverty Level for a single individual
A plan must pay 60% of the costs of covered health services to be 
considered as providing “minimum value.”
Employees working outside the US are not counted but any employees 
(including non-US citizens) working in the US must be counted
Still unclear if the coverage issued must be US issued though it appears 
it may be required—we’ll need additional guidance
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Individual Mandate: Penalty for Not Maintaining 
“Minimum Essential Coverage”

* Estimate based on $27,100 threshold in 2012; Source: Internal Revenue Service, Revenue   
Procedure 2011-52, downloaded January 10, 2012 from http://www.irs.gov/pub/irs-drop/rp-11-52.pdf

Family of Four
$200,000 income

$29,000 assumed tax-filing threshold*

2014 2015 2016

Greater of   
$285 ($95 per adult 
and $47.50 per child)

or
$1,710 (1% of income 
over tax-filing threshold)

Greater of   
$975 ($325 per adult 
and $162.50 per child)   

or
$3,420 (2% of income 
over tax-filing threshold)

Greater of   
$2,085 ($695 per adult 
and $347.50 per child)   

or
$4,275 (2.5% of income 
over tax-filing threshold)
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Individual Mandate 

• Not everyone is subject to the penalty!
• Plans do not have to be PPACA compliant to avoid the 

penalty i.e., an employer sponsored plan dos not have to 
cover essential benefits, does not have to provide 
coverage to a spouse yet still is considered MEC for 
purposes of the individual mandate

Exemptions and Misconceptions  Exemptions and Misconceptions  
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Individual Mandate 

• There are several exceptions provided in the law:
• Bona Fide Foreign resident exemption
• Financial hardship exemptions
• Persons without MEC for 3 months or less
• Persons with an employer sponsored, government or individual plan
• Native Americans
• Prison Inmates
• Persons not lawfully present in the US
• Religious exemption
• Main Message—lots of people in the US will not have coverage but 

will not trigger penalties

Exemptions and Misconceptions (continued)Exemptions and Misconceptions (continued)
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Individual Mandate

• How will US taxpayers identify MEC on their tax returns?
• Rules not yet issued but could have big impact on how penalties are 

enforced
• Will the Treasury department recognize non-US provided employer 

sponsored group coverage as MEC? 
• Will the Treasury Department be willing to assess penalties on 

taxpayers who do have insurance coverage albeit foreign issued? 
• Would the Treasury Department understand the difference between a 

Cigna non-US issued plan or a Cigna US issued plan?
• Will advocacy result in non-US issued plans to be formally 

considered MEC? 
• Will the individual mandate be delayed in light of the employer 

mandate delay—momentum in Congress to grant individual mandate 
delay

Critical UnknownsCritical Unknowns
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Transitional Relief

• On March 8, 2013, the Departments of Labor, Health and Human 
Services and Treasury announced that compliance with most Patient 
Protection and Affordable Care Act (PPACA) provisions is being delayed 
for expatriate plans with plan years ending on or before December 31, 
2015. 

• This delay applies only to insured group health plans in which 
enrollment is limited to individuals residing outside of their home country 
for at least six months of the plan year and any covered dependents. 

• All federal requirements that were in place before PPACA became law, 
including Mental Health Parity, the Health Insurance Portability and 
Accountability Act (HIPAA) and the Employee Retirement Income 
Security Act (ERISA), will continue to apply to expatriate plans.

• Expatriate coverage, as defined above, will qualify as minimum 
essential coverage for purposes of the individual mandate.

Many PPACA provisions delayed until 2015
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Transitional Relief

• Modified Medical Loss Ratio calculation for 
expatriate plans

• Safe harbor from discrimination provisions
• 2 year safe harbor from Summary of Benefits 

creation and distribution
• Expatriate exclusion from CERF tax
• Many expatriate plans excluded from the 

reinsurance tax
• Expatriate Plan relief on benefits requirements 

through 2015

Results
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Transitional Relief Categories

• No lifetime dollar limits
• Annual dollar limits
• 100% preventive care
• Dependent coverage to age 26
• Doctor choice/patient protections
• No preexisting conditions (under age 

19)
• MLR reporting and rebates
• Preventive care/women’s health
• Appeals
• Prohibition on rescissions
• Prohibition on discrimination in favor 

of highly compensated individuals

Relief granted in these categories

• Summary of benefits and coverage
• Guaranteed issue
• Guaranteed renewability
• Elimination of pre-existing condition 

limitations for all
• Comparative effectiveness research fee
• Reinsurance tax
• Cost share limitations (out of pocket 

limit)
• Clinical trials
• Fall prevention
• Prohibition of discrimination by health 

status
• Rating reforms
• Excessive waiting periods

Previously implemented New requirements
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Strategies for Dealing With Uncertainties

Look at US Citizens differently than Foreign Nationals in the 
US

• Can qualify for the bona fide foreign 
resident exemption

• How many qualify versus how many do 
not?

• Can not trigger employer penalties 
because hours worked are outside the 
US

• Likely will not be eligible for exchange 
coverage because of residency 
requirements in the state

• How many of those employees require 
a local non-US license for work visa 
(Czech Republic, Middle East, etc.)?

• Will all large group sponsored plans 
meet MEC? 

• Can not meet bona fide foreign 
resident exemption

• Foreign coverage not automatically 
deemed to meet MEC 

• Can trigger employer penalties in 2014
• Are eligible for tax subsidies on the 

exchange
• How likely are these employees to go 

to a state exchange if they have 
employer sponsored coverage

• Do exchanges want to give subsidies 
to persons with coverage?

• Will Treasury and exchange consider 
employer sponsored plan to be MEC?

US Citizens Outside the US Foreign Nationals in the US
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Strategies for Dealing With Uncertainties

Weigh the Costs/Benefits/Risks

• Pay or Play?
• Consider the costs and benefit of moving US risks to a US 

issued plan
• US expat plans will meet MEC
• Moving an entire population (non-US risks) subjects the plan to all 

PPACA mandates for the non-US risks on your plan
• No employer penalties in 2015
• How many US citizens and/of foreign nationals in the US?
• Consider the number of US citizens and foreign nationals on the plan 

and calculate individual penalty risk versus the cost of moving the plan
• US plans subject to Health Insurance Industry tax—2 to 2.5% of 

premium in 2014 increasing to 3 to 4% in future years plus cost of the 
additional benefit mandates

• Does it make sense to incorporate possible penalties into a tax 
equalization strategy in year one while there is so much ambiguity?

• Do these employees expect PPACA benefits?
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Thank you for your time. 
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