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A provision contained within the Pa-
tient Protection and Affordable Care
Act of 2010 (PPACA) provides employ-
ers with a short-term tool to contain
costs to provide early retirees with
health coverage, the Early Retiree Re-
insurance Program (ERRP). Early re-
tirees are defined as those between
the ages of 55 and 64 (inclusive) plus
any spouses who are also covered,
even if the spouse is under age 55.
The federal government has estab-
lished a reinsurance fund with $5 bil-
lion to offset higher utilization costs
for this group.

What’s Covered

The federal government will reim-
burse an employer-based retiree
health plan for 80 percent of actual
annual claims expenses between
$15,000 and $90,000 per early retiree
incurred on or after June 1, 2010. Any
actual reimbursement received from
ERRP must be used either to reduce
the employer’s plan costs or be passed
on to early retirees in the form of re-
duced future premium co-share
amounts, deductibles, co-pays, or coin-
surance, or both. Further, as part of
ERRP, the employer must demon-
strate how its health plan is intending

to reduce future health care utilization
and produce cost savings with respect
to participants with “chronic and high-
cost conditions,” such as diabetes and
cancer through programs such as dis-
ease management, critical care man-
agement, and prevention programs.

What to Do Now

In order to qualify for the program,
the employer must submit an
application to the Department of
Health and Human Services. Once
the application is approved, the em-
ployer’s health plan may submit eligi-
ble, qualified expenses incurred by its
early retirees on any regular basis.
However, it is important to note that
ERRP expires upon the earlier of De-
cember 31, 2013 or when the $5 billion
fund is exhausted. After careful
analysis, it is expected that the $5 bil-
lion fund will most likely be exhausted
by as early as the end of 2011 or mid-
2012. Thus, we recommend that if an
employer chooses to participate in
ERRP it takes two immediate courses
of action:

» Submit an application as soon
as it is determined that it has
early retirees in its health
plan, regardless of the claims
status of its existing early
retirees.

» Once approved for ERRP,
employers should submit
eligible qualified claims of
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between $15,000 and $90,000 for those been adjudicated by the insurance
early retirees as soon as they have carrier or third-party administrator.

Benefit articles are provided as a service by Kushner & Company for the exclusive use of our
clients and subscribers and should not be construed as legal or tax advice. From our highly
trained, knowledgeable staff to our leading edge technology systems, Kushner & Company's
comprehensive HR strategy and employee benefit services guarantee our clients ease and
excellence. If you would like to speak to someone about a Strategic Employee Benefit Re-
view for your organization, please contact your Employee Benefit Specialist at
info@kushnerco.com or 800-KUSHNER, ext. 217.
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