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In the Spotlight: North Carolina and Early Retiree 

Reinsurance  
 

The Patient Protection and Affordable Care Act (PPACA), signed into law March 23, 2010, included an Early Retiree 

Reinsurance Program (“the Program”).  This temporary Program is designed to encourage employers of all sizes to 

provide health insurance coverage to early retirees by reimbursing a portion of the costs of providing it.   

According to 2010 estimates from the White House, North Carolina has approximately 119,000 retirees who are 

ineligible for Medicare and receive health insurance through their former employers and would, therefore, be eligible for 

the Program.  Employers have been increasingly less likely to provide health care to retirees in recent years as a result 

of rising costs.   

Health Care Reform and Early Retiree Reinsurance 

Main Provisions: 

 The center for Medicare and Medicaid Services (CMS) reimburses the plan sponsor for 80% of 

qualifying costs (those costs associated with health care claims between $15,000 and $90,000).  The 

original ERRP Cost Threshold ($15,000) and Cost Limit ($90,000) will continue to apply to ERRP plan 

years that start before October 1, 2011 however, in August of 2011, CMS announced that, for plan 

years that begin on or after October 1, 2011, the qualifying costs will be raised to between $16,000 and 

$93,000 based on required CPI adjustments. 

 The Program began accepting applications June 29, 2010 (claims eligible for reimbursement have date 

of service on or after June 1, 2010) 

 Starting in October, businesses accepted into the program will begin to submit claims and receive 

reinsurance payments on those claims. 

 The Program  lasts until January 1, 2014, or until the $5 billion set aside for the Program is exhausted 

 Application is required 

 

Group Plan Eligibility: 

 Plans must provide benefits to early retirees (as defined below)  

 Plans may be maintained by one or more employers, including multiemployer plans (excludes federal 

government plans)  

 Includes enrolled spouse, surviving spouse, and dependents of early retirees 

Retiree eligibility requirements: 

 Age 55 and older 

 Not eligible for coverage under Medicare 

 Not currently an active employee of the employer who maintains or contributes to the plan  

Application should include: 

 Information about the employer who sponsors the plan 

 Evidence of programs to detect fraud, waste, and abuse  

 Projected amount of reimbursements Plan Sponsor expects to receive the first 2 years of the Program 

 Explanation of how reimbursements are expected to be used 

 Description of how plan will generate cost savings for participants with chronic, high-cost conditions 
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The Program funds cover major medical coverage to early retirees and their family members (spouses and 

dependents).  The law specifies that all medical, surgical, hospital, behavioral health and prescription drug benefits may 

be included in the Program.  A plan sponsor may receive reimbursement for all health benefit items and services for 

which Medicare Parts A, B, and D would reimburse (to review which benefits are covered by Medicare, please refer to 

the Medicare and You 2010 handbook).  Program funds must be used to reduce the cost of the health insurance plan to 

the employer and/or employee.   

According to an Hewitt Associates estimate, the average federal reimbursement will amount to between $2,000 and 

$3,000 per pre-65 retiree per year, or approximately 25% to 35% of total health care costs. For example, a company 

that covers 1,000 early retirees could receive $2 million to $3 million in reinsurance payments per year. (A link to the 

Hewitt Associates article can be found in the “More Information” section of this article.) 

How to apply 

The plan sponsors must first apply to participate in the Program.  Applications will be accepted in the order in which 

they are received.  Incomplete applications will be denied and must be resubmitted with a later filing date.  All qualified 

applications will be approved.  Payments are then made in the order in which HHS receives claims requests, not the 

order in which applications were approved.  All employers accepted into the program are eligible to receive payments 

for claims beginning June 1, 2010, regardless of when their application was submitted.  The Program was scheduled to 

begin June 1, 2010 but began accepting applications June 29, 2010.  Over $535 million was granted to local and state 

governments as well as private employers in 2010 alone.   

BCBSNC Views  

Blue Cross Blue Shield of North Carolina is supportive of encouraging employers to retain coverage of early retirees. 

We are committed to helping our state’s employer groups understand, apply for participation, and seek reimbursement 

under the Program.  BCBSNC will provide a choice of service levels ranging from information needed for the application 

only to ongoing submission of claims once the employer has qualified for the Program.  Services will be provided upon 

the execution of a written agreement that (i) describes the information and level of service BCBSNC will offer in order to 

assist Groups in applying for and participating in this Program and (ii) authorizes BCBSNC to disclose the required 

information to the HHS on behalf of the Group if applicable.  Once an executed agreement is received, BCBSNC will 

start by providing employer groups with an application information packet containing the following proposed 

components: 

 A copy of the signed written agreement described above 

 Confirmation that BCBSNC will have ongoing reporting available to groups for early retiree claims 

expenses, if desired 

 Projection of costs for early retirees 

 Identification of “chronic and high-cost conditions” along with an inventory of applicable programs 

 Confirmation and a high level description of procedures in place to combat waste, fraud, and abuse   

What to expect long-term  

Due to the overwhelming response, the available funding for the program is expected to be exhausted even more 

quickly than anticipated.  As a result, CMS has announced that it will stop accepting applications after May 5th, 2011.  

Funds were expected to run out fairly quickly for this Program – the Kaiser Family Foundation cited one study that 

predicted funds could be exhausted as early as 18 months into the Program (December, 2011).    

For More Information 

HHS: http://www.hhs.gov/ociio/Documents/application_faq.pdf  

HealthCare.gov: http://www.healthcare.gov/news/factsheets/early_retiree_reinsurance_program.html  

http://www.medicare.gov/Library/PDFNavigation/PDFInterim.asp?Language=English&Type=Pub&PubID=10050
http://www.hhs.gov/news/press/2011pres/03/20110302a.html
http://www.healthreformgps.org/resources/cms-announces-it-will-stop-accepting-early-retiree-reinsurance-program-applications/
http://www.healthcare.gov/news/factsheets/early_retiree_reinsurance_program.html
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ERRP: http://www.errp.gov/ 

Hewitt Associates: http://www.hewittassociates.com/Intl/NA/en-

US/AboutHewitt/Newsroom/PressReleaseDetail.aspx?cid=8475 

EERP Application Link: http://www.hhs.gov/ociio/Documents/application.pdf  

 

This information has been prepared by Blue Cross and Blue Shield of North Carolina to assist our customers in understanding Health Care Reform. This publication is 

for information purposes only. It is not legal or tax advice. Please consult with your attorney or tax advisor for further advice. As regulations and other interpretive 

guidance are published, this information may change. We will continue to work with our customers going forward to provide updates and further assistance.  U#7259n 

 

http://www.hewittassociates.com/Intl/NA/en-US/AboutHewitt/Newsroom/PressReleaseDetail.aspx?cid=8475
http://www.hewittassociates.com/Intl/NA/en-US/AboutHewitt/Newsroom/PressReleaseDetail.aspx?cid=8475
http://www.hhs.gov/ociio/Documents/application.pdf

