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The Silicon Valley Association of Health Underwrite rs, California’s Benefits Specialists, is an organi zation of insurance professionals 
committed to promoting the ethical interest of our industry.  We do this by providing continuing educa tion for our members and their 

clients and act as consumer advocates with legislat ive leaders at both the Federal and State Level.  
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As we are now full swing into my year as chapter president, I want to thank all the members of 
SVAHU for your election of this year’s board.  I have been involved with health insurance and 
employee benefits for over thirty years, and I believe that this is the most exciting, confusing, 
and possibly threatening time I can remember. 
 
As we start to move through the implementation of health care reform, there will be many 
changes in our products and practices.  It is going to be a challenge for us brokers, for the 
GA’s and carriers we work with, and for all of our other business partners in the benefits land-
scape. 
 
I don’t know about you, but my clients are all confused and curious about health care 
changes, and want me to interpret and inform them. 
 

Continued on Page 4... 

Upcoming 
Events  

 
SVAHU Board Meeting 
September 2, 2010 
8:00am-10:00am 
Word & Brown  
 
SVAHU Mixer 
September 9, 2010 
5:00pm-6:30pm 
Santana Row 
 
SVAHU Board Meeting 
October 7, 2010 
8:00am-10:00am 
Word & Brown  
 
SVAHU Sales Expo 
October 15, 2010 
7:45am-2:30pm 
Wyndham Hotel 
 

One of the latest criticisms of the new health overhaul law is that it will encourage employers 
to stop offering health insurance. In fact, it will.   
 
We should welcome this, provided the decline in employer coverage is gradual and good al-
ternatives exist. There are several advantages to the way in which the new law promotes sev-
ering the connection between employment and health insurance. One of them is that it will 
make more visible the biggest looming health care problem: costs.  
 
The erosion of employer-sponsored health insurance is not new. Employers have been drop-
ping coverage for years. According to the 2009 Kaiser/HRET Employer Health Benefits Sur-
vey, over the last decade employer offers of health insurance have declined by 10 percent. 
That's been a problem because affordable coverage has not been readily available for many 
consumers outside of employer groups. For far too many, the only viable alternative to em-
ployer-sponsored insurance has been no insurance.  
 
That will change in 2014 when coverage becomes available on exchanges, along with federal 
subsidies depending on income to buy it. That same year, Medicaid will expand to cover all 
individuals with incomes below 133 percent of the federal poverty level. As these non-
employer options become available, the incentive and need for employer-sponsored insur-
ance will decline.  
 

Continued on Page 7... 

SVAHU President’s Message 
By: Art Young, SVAHU President 

The Decline Of Employer-Sponsored Coverage 
Under Health Reform: Good, Bad Or Ugly? 
By: Austin Frakt, Assistant Professor of Health Pol icy and Management 
Boston University's School of Public Health  
www.kaiserhealthnews.org 
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2010 Jewel Sponsorship  
 

2010 Jewel Sponsorship Opportunities are available!  
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Upcoming SVAHU Events �
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EVENT� DATE LOCATION SPONSOR 

SVAHU Mixer September 9, 2010 Santana Row  

SVAHU Sales Expo October 15, 2010 Wyndham Hotel  

CAHU Health Care Summit October 21, 2010  Burbank Hilton 
Burbank, CA.  
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I believe that this is an opportunity for us to keep our clients and our communities informed regarding the new          
developments.  I also believe that Silicon Valley Health Underwriters can have a role in organizing our meetings and 
events to provide workshops and educational forums so that we can be informed regarding developments. 
 
My goal is to schedule meetings and events which allow every attendee to leave with a better understanding of the 
legislative situation at both the federal and state levels.  (Don’t forget that there are currently over 50 bills about health 
insurance being considered by the California State Senate and Assembly.)  Just one of these would set up a California 
Exchange in advance of federal legislation.  Other proposals would seek to design the plans offered to our clients. 
 
SVAHU exists for our members, and I would be pleased to receive any suggestions about the organization, about our 
events, and about the subjects we discuss from members and non-members alike.  Please let me know your thoughts.  
Our organization will be successful if we provide value to our members, and those who attend our functions. 
 
Finally, I would like to thank last year’s board, thank our outgoing president Jeff Bader, and thank our golf committee, 
headed by Lisa Hughes, for a super successful golf tournament which will aid local charities.  Thank you! 
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Are you receiving  
SVAHU emails? 
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1. NAHU’s website: www.nahu.org 
2. Call SVAHU at (877) 748-0815  
3. Email SVAHU: info@svahu.org   

 

Don’t miss out on AHU news! 
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SVAHU awarded the 2009 Pacesetter Award 
 

The Silicon Valley Association of Health Underwriters was awarded 
The Pacesetter Award  for 2009-10 honoring chapters of the year 
from throughout the country.  Health Underwriters (SVAHU), is com-
mitted to serving as consumer advocates and promoting the ethical 
interests of the industry.  The award was received in Chicago at the 
78th annual National convention. 
 
Each chapter accumulates points in numerous categories including 
local events, education and public service projects.  As a non-profit 
organization, the Health Underwriters each year   donate thousands 
of dollars to charitable organizations here in Santa Clara County.  
SVAHU donations totaled over $10,000 this year.  Recipient organiza-
tions included the Santa Clara County Sheriffs Annual Toy Drive, The 
Tiana Foundation, The Operation Intercession and Family Support 
Housing.  
 

 

Pictured (L to R) from our home 
chapter are Kirk Stoddard, 
Marilyn Leonard and Jeff Bader 
as well as Patrice Loretta from 
our administrative staff at PESC.  
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Sponsored Coverage Under Health Reform: Good, Bad O r Ugly?   
��
��
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A few years later, in 2018, another incentive for employer-sponsored health insurance its preferential tax treatment will 
begin to erode. A 40 percent excise tax (the Cadillac tax) will be levied on a gradually increasing portion of               
employer-based premiums. Right now, in contrast to insurance bought by individuals, premiums on employer-provided 
coverage are not taxed. That tax subsidy causes employer plans to be about 40 percent cheaper than they otherwise 
would be and encourages 26 percent more health spending than would otherwise occur. The excise tax will gradually 
recapture the foregone tax revenue, reduce the health care costs encouraged by the tax subsidy and drive down the  
incentive for employees to seek employer-sponsored coverage and for employers to offer it.  
 
So, the deck is stacked against employer-sponsored coverage. The only things in the new health care law that            
encourages it are small-business subsidies for offering coverage and large-employer penalties for failing to do so. The 
former are scheduled to sunset after 2016 and the latter are small relative to a typical insurance premium. In the long 
run, theyre no match for the forces against employer-sponsored coverage.  
 
But we need not fear the loss of employer-sponsored insurance if good, reasonably-priced options exist in the individual 
market. Its essential that exchanges with fair subsidies to purchase coverage function properly.   
 
Breaking the connection between insurance and employment solves other labor market problems too. It would reduce 
job lock (keeping a job for the insurance only) and enhance employment mobility. It would increase the insurance options 
available to most workers, an effect estimated in a recent National Bureau of Economic Research working paper to be 
valued at over $2,000 for a family of four. And, it would permit the reallocation of dollars spent by employers on health 
care premiums to wages, giving workers greater control over how the money is spent.   
 
Meanwhile, as our health care system undergoes this change, health care costs will continue to rise faster than GDP, a 
clearly unsustainable rate. This isn't a result of the new health care law (health care costs would soar nearly as rapidly 
without it), and it isn't likely to be fully resolved by it (despite some provisions that can help).  
 
One thing the new health care law will do is make us more aware of those costs. The same features that will contribute 
toward reduction in employer-sponsored coverage will also more fully reveal the cost of care.   
 
A growing portion of largely obscure employer-based insurance tax subsidies will be replaced with explicit income-based 
subsidies. Higher-income individuals who switch from employer-sponsored to individually-purchased coverage will     
directly pay the full cost of premiums. For such individuals the hidden contribution their employers had made toward   
premiums as well as their own implicit payments via payroll deduction will be fully revealed. No longer will health         
insurance premiums be out of sight, out of mind. Cost increases will be easy to observe and harder to accept.  
 
As the full impact of those cost increases becomes apparent, there may be a temptation to interpret them as a            
consequence of the erosion of employer-sponsored coverage. That would be a mistake. Some will likely confuse the 
distributional consequences of the new law with the absolute changes in underlying costs. That would also be incorrect. 
There may be calls for rollbacks of the high-premium excise tax, reductions in low-income subsidies, or higher employer 
penalties. Providers and the insurance industry may encourage such measures as means of putting off painful changes 
to their business models. That would be a shame.  
 
The mechanisms that will contribute toward reduction of employer offers will make costs more visible and play a role in 
the redistribution of their burden, but they will not be responsible for cost increases. Weakening those mechanisms may 
temporarily push cost increases back below the radar, but it will do nothing to reduce them.   
 
The ultimate consequence of the decline of employer-sponsored insurance depends on how we respond. Good, bad or 
ugly? Its up to us.  
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At this year’s National Health Underwriters convention, as  
expected there was much attention given to health care       
reform.  One piece of the legislation that has been largely 
overlooked so far, is the CLASS Act which is intended to     
establish a     federal, voluntary LTC insurance program for 
purchasing Community Living Assistance Services and      
Support (CLASS).  Referring to this “sleeper” component of 
reform, Allen Schmitz, a consulting actuary from Milliman,  
outlined the unrealistic features of this guaranteed issue, 
negative opt-out program. He served on the Actuarial      
Academy which reported it’s findings to the Obama              
administration as “an unsustainable model,” largely due to   
adverse selection.   But here’s the scary part: Schmitz specifi-
cally mentioned “the employer  involvement in auto enrollment 
expected in 2011.” 
 
So let’s review.  Employers will be responsible to offer the  
federal LTC program, for which the guidelines are due      
January 1, 2011, to their employees who have the option to 
“opt out” or else they will be automatically enrolled and pay 
premiums   deducted from their paycheck right alongside their 
current FICA and Medicare withholdings. 
 
Although there is some question as to the timeframe, Doug 
Ross, president of E-M Power, an LTC agency, in a recent 
article stressed that inevitably “every employer will be required 
to make decisions regarding long term care insurance,” under 
health care reform.   The relationship most brokers have with 
key decision makers will allow the emotionally engaged      
conversation that ensues when discussing the options and whether private insurance should be part of 
their LTC protection according to Ross. 
 
And although the CLASS Act is certainly not the answer for all Americans LTC planning, there will be   
increased awareness of the need fueled in part by a media blitz from HHS to inform the public of the plan.  
It will also create a new framework for having an LTC dialog with your clients.  Most people do not        
understand the dynamics of long term care, including the decision makers or owners at most companies. 
If you are like most brokers, you probably haven’t spent the time or effort to become educated on LTCI.  It 
may not be too late, but it’s complicated and the learning curve is steep.  Having said that, you probably 
know someone who is LTC licensed and knows the ropes.   Now may be a very good time to seek out a 
colleague who is an LTC expert and enlist his or her assistance to educate your clients because someone 
needs to and I think you’ll agree that it should probably be you. 

Chapter attendees at this year’s 
NAHU convention include (L to R) Jeff 
Bader, Marilyn Leonard, Kirk 
Stoddard, Tom Kaufman and Lisa 
Hughes.  



 Page 10  

www.svahu.org IN TOUCH            September 2010 

 



 Page 11  

www.svahu.org IN TOUCH            September 2010 

�

Players can expect another year of emerald green fa irways and crystal blue skies for the 
"17th Annual Charity Golf Tournament" scheduled for  May 16, 2011 at Cinnabar Hills Golf 
Club.  

Last year, nearly 150 golfers joined SVAHU and a host of top health care industry sponsors to raise 
over $25,000 in support of Charities.  

The tremendous outpouring of support for this event shows the willingness and generosity of our 
health care industry sponsors to support and become part of the wider community as a whole.  

Our partnership with our health care sponsors and volunteers allowed this event to flourish and   
succeed even beyond our expectations.  This year we hope to grow this event substantially, with a 
goal of increased golfers and of raising money to go towards a selected charity.  

Sponsorship Packages will be going out soon.  You can sponsor the tournament, a hole or a prize!   
A variety of sponsorship packages will be available for all budgets.    

We are seeking donations for silent/live auctions.   We would like to feature an array of intriguing 
and beautiful items including sports memorabilia and tickets; vacation and spa packages; wine;   
restaurant certificates and specialty gift baskets.  

For additional information about next year’s tournament sponsorships, contact one of the following 
2011 golf committee members.   

Lisa Hughes – lisah@warnerpacific.com 
David Yamamoto - dave@icmgbenefits.com  
Brian Sullivan – brian@filice.com 
Velma Williford - vwilliford@craford.com  

SVAHU Annual Golf Tournament 
SAVE THE DATE 

May 16, 2011 
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The Patient Protection and Affordable Care Act has divided the world of group health plans in two — “new” 
group health plans adopted after March 23, 2010, that must conform to the requirements of the new law, and 
“grandfathered” plans, which are largely exempt from the new law’s requirements.  
 
Although President Barack Obama promised during the health care reform debate that “if you like your health 
plan, you can keep it,” many health insurance plans currently being maintained by many employers will not 
survive the transition to a regulated marketplace.  
 
A grandfathered health plan is defined in the Affordable Care Act as any employment-based group health 
plan, whether insured or self-funded, or that provides individual insurance coverage that was in existence on 
March 23, 2010.  
 
Ways to Lose Grandfathered Status  
 
Cannot Significantly Cut or Reduce Benefits. — For example, a grandfathered plan cannot decide to no 
longer cover care for people with diabetes, cystic fibrosis or HIV/AIDS.  
 
Cannot Raise Co-Insurance Charges. — Typically, co-insurance requires a patient to pay a fixed percent of a 
charge (for example, 20 percent of a hospital bill). Grandfathered plans cannot increase this percentage.  
 
Cannot Significantly Raise Co-Payment Charges. — A grandfathered plan may increase co-pays by no more 
than the greater of $5 (adjusted annually for medical inflation) or a percentage equal to medical inflation plus 
15 percentage points. For example, if a plan raises its co-payment from $30 to $50 over the next two years, it 
will lose its grandfathered status.  
 
Cannot Significantly Raise Deductibles. — Grandfathered plans may only increase deductibles by a           
percentage equal to medical inflation plus 15 percentage points.  
 

Continued on Page 17... 
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�By James P. Baker, Winston & Strawn LLP  
Law360, New York (July 28, 2010)  



 Page 14  

www.svahu.org IN TOUCH            September 2010 



 Page 15  

www.svahu.org IN TOUCH            September 2010 

As your legislative chair, I was honored to represent you, the SVAHU chapter members, when I met face-to-face 
with various state legislators (Fong,Yee,Beall,Ruskin) in Sacramento this past May and Congressional              
Representatives (Lofgren) in Washington this past March.   
 

Assembly member Beall said he was angry that NAHU has opposed extending Mental Health Parity to small group 
2-50 due to fears it will raise premiums for employers.  Lofgren said that there were many things she did not like 
about the Health Care Reform bill because it did not go far enough, i.e. Public Option was left out.  It appears that 
we are surrounded by legislators in the Bay Area  who: 

 

· Have no idea that when you mandate new benefits that it raises premiums for everyone 
· Do not care what it costs, they just want everyone to be covered because it sounds good at 5 and 11PM 

news 
· Want single payer health care,(just like Canada would be fine with them-per Honda’s staffer in Washington) 
· Do not think that by adding 32 million new covered people in less than 4 years onto our health care system 

that there will be months or years long waiting lists for urgent tests or surgery or decrease in quality like 
there is already in Canada and Massachusetts! Just visit these two websites! 

· http://timelymedical.ca 
· http://www.freemarketcure.com/brainsurgery.php 
 

What takes the cake though was recently when I attended a town hall meeting in Campbell with fellow SVAHU 
member Sylvia Oliverez.  I was both shocked and appalled  by the lack of basic knowledge displayed by          
Congressman Michael Honda!!!  When told by a new father in the audience that he was afraid his children might 
not receive the same quality and speed of care under health care reform, he said, (to the groans of many in the 
audience) he “did not think it would diminish once Obamacare was fully implemented”. 
 

To add insult to injury, both Lofgren and Honda just recently co-sponsored an amendment to PPACA to add the 
Public Option back in as one of the “carriers” to be added to the Exchanges in 2014 without agents or brokers    
selling the plan. Here we go again!!  It is not over yet!!!!  You may ask, what can I do? 
 

Hey, we still  need your help!!! Write or email to your Congressperson or State Legislator. WHY?  For they are, for 
the most part, CLUELESS! OR BETTER YET…Join us next year for DATC or Washington! 
 
Best of all…Please call me at 408-978-3208 and join  our Legislative committee and together we will wor k to 
fight for sanity in Washington and Sacramento!!!! 
 

FYI: PPACA Insurance Reforms 2010. By now you probably already know this but here is a recap for 2010: 
 

1. Small business tax credit – Effective immediately 
2. Medicare Part D $250 rebate for enrollees who reach the gap – Effective immediately 
3. National high risk pool – June 2010 although there are no rates yet for anyone in California 
4. Dependent coverage up to age 26 – Plan years starting after September 2010 
5.   No cost sharing for preventive services in all newly purchased coverage – September 2010 
6.   Pre-existing condition exclusions for children prohibited – September 2010 
 http://politifi.com/news/Obamacare-Fallout-Insurers-Stop-Writing-New-Policies-For-Children-1028419.html 
7. Prohibit lifetime limits on dollar value of coverage 
8. Prohibit insurers from rescinding coverage except in cases of fraud  
9. Require health plans to report the proportion of premium dollars spent on services vs administrative costs 

for January 1, 2011. 85% large group, 80% small group and individual with rebate if in excess of MLR. 
10. Establish process for reviewing increases in health plan premiums and require plans to justify increases. 

 
See you in OCTOBER at the Sales Expo!!!!  
 
Kirk Stoddard 
Leg Chair 
SVAHU 

 

Kirk Stoddard, VP Legislation 
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Nine Affordable Care Act Mandates Already Apply to Grandfathered Plans  
�
Certain Affordable Care Act mandates apply to all group health plans for plan years beginning after Sept. 23, 
2010.  
1. Children — No coverage exclusions for children with pre-existing conditions who are younger than 19; 

PHSA § 2704. 
2. Plan Limits — No lifetime or restricted annual limits; PHSA § 2711.  
3. Rescission — No rescissions of coverage unless fraud or intentional misrepresentation of material fact. 
4. Young Adults — Group health plans must cover young adult children until they reach the age of 26. For 

grandfathered plans, however, until 2014 adult children are not eligible if the child is eligible for other     
employer provided coverage; PHSA § 2714.  

5. Four-Page Summary — A “Uniform Explanation of Coverage” document must be prepared and distributed 
to plan participants that will be no more than 4 pages long beginning for plan years after April 2012; PHSA 
§ 2715A.  

6. Advance Notice — All plans must give participants at least 60 days advance notice of any proposed   
benefit changes; PHSA § 2715.  

7. W-2 Reporting — The cost of group health plan coverage must be reported on the participant’s W-2 for 
taxable years beginning in January 2011 (reported on the January 2012 W-2); and Exchanges —          
Beginning in January 2014 all plans must notify employees about healthcare exchanges and, if the        
employer pays less than 60% of the costs of benefits under its existing group health plan, the benefits 
available to employees, such as tax credits and cost sharing reductions if the employee chooses to       
purchase coverage from the exchange. PHSA § 1512.  

8. Waiting Periods — Beginning January 1, 2014, group health plans may not impose waiting periods       
exceeding 90 days; PHSA § 2704.  

9. “Excepted Plans.” Certain “excepted benefits” such as dental only, vision only, and health flexible    
spending account plans are exempt from the Affordable Care Act design and operational changes.        
Retiree only medical plans (covering just retirees) are also exempt from the Affordable Care Act plan     
design and operational requirements (for example, the extension of coverage to adult children up to the 
age of 26, the coverage of preventive care without cost sharing, etc.).  

Collectively Bargained Plans. Any insured collectively bargained plan ratified before March 23, 2010 is treated 
in much the same as any other grandfathered group health plan. One notable exception is that 
“grandfathered” collective bargained plans may change insurance carriers during the term of the agreement 
and not lose grandfathered status.  
�
Three Rules to Protect Against “Abuse” of Grandfath ered Health Plan Status  
 
To prevent health plans from using their grandfathered status to avoid complying with the Affordable Care 
Act, the June 14, 2010 Regulations provide for:  
 
1. Disclosure — Requiring each group health plan to disclose to participants and beneficiaries every time it 

distributes materials whether it believes it is a grandfathered plan. A model two paragraph statement    
directing participants to contact the Department of Labor if they have concerns about “grandfathered” 
status is found in the new interim final regulations. See 26 C.F.R. § 54.9815-1251T(a)(2).  

2. Less Is Not More — Revoking a plan’s grandfathered status if it forces participants or beneficiaries to 
change to another grandfathered plan that has less benefits or higher costs;  

3. Merger Tricks — Revoking a plan’s grandfathered status if the plan merges with another plan simply to 
avoid complying with the Affordable Care Act.  

 
It is clear that the Internal Revenue Service, Department of Health and Human Services and the Department 
of Labor will issue additional guidance on grandfathered group health plans in the months ahead. Given the 
increasing complexity of Obamacare, the competitive advantages of maintaining grandfathered plan status 
appear to be significant.  
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�Continued Page 13... 
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August 20, 2010— The hurricane analogy that former CAHU VP of PAC, Chuck Trogdon, used to depict our 
healthcare legislative predicament has finally passed.  We are now in the clean up and recovery phase. 
 
While we are dealing with the consequences, another hurricane is bearing down on us from a different        
direction-- Sacramento.  I would suggest naming it Hurricane Jerry.  You may prefer to name it something 
else, perhaps after some other deserving legislator. 
 
Consider the fact that the veto power of the current governor has been our last line of defense against a State 
Legislature that has consistently passed government healthcare bills by large margins.  With this in mind, 
which candidate would be the safest bet to veto legislation that is damaging to a free market healthcare      
system that includes a major role for agents and brokers?  And--- there IS currently a whole lot of bad         
legislation in the pipeline.  Please give this careful thought and arrive at your own conclusion. 
 
Also, on the horizon is Hurricane Lucifer, so named because only the devil could be so devious and callous 
as to attempt to repeal Prop. 11. This redistricting ballot measure, which was passed in 2008, removed the 
power to redistrict from the hands of self-serving legislators.  Prop. 27 will seek to restore that power to the 
legislators! 
 
CAHU PAC contributed $100,000 to the campaign to pass Prop. 11!  The Governor promoted it, and with our 
help, it passed.  Without this early contribution by CAHU PAC, Prop. 11 may never have gained the traction it 
needed to survive the later onslaught by the opposition. 
 
Likewise, CAHU PAC’s $100,000 contribution was instrumental in the passage of Prop. 14 that established 
open primaries this past June.  Although open primaries are controversial and may be philosophically         
unappealing to some of our members, it was determined by our leadership to be in the best interests of our 
members and our industry by potentially providing us better access to our legislators and making those       
legislators more open to our point of view.  Keep in mind that the sole purpose of CAHU is to promote and 
protect our interests, while protecting our livelih oods. 
 
We will need to have a similar amount of money available to spend on the upcoming election to support key 
legislators and to support or oppose ballot measures.  We will also need money to support legislators who 
might influence the language in the Federal healthcare legislation that is being implemented by the State and 
will have a great impact on our futures—very soon!  Like it or not, our ability to influence legislation, which   
directly affects our ability to make a living, is directly linked to our ability to CONTRIBUTE MONEY.  This is 
exactly what CAHU PAC accomplishes!   
 
Only with ALL of us contributing to our PAC, can we hope to succeed.  Otherwise, we leave our fate, and that 
of our private healthcare system, in the hands of others who consider us dispensable. 
 
PLEASE SIGN UP FOR PAC NOW.  Go to www.cahupac.org  and sign up for a monthly contribution, to    
increase your monthly contribution or to make a lump-sum donation.  Please do it now while you are thinking 
about it because we have very little time and our funds are depleted. 

 

SPECIAL REQUEST FROM CAHU 
PAC Report for September, 2010 
Submitted by Oly Storz, PAC Chair 
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This space could be yours! 
 

Advertising details for In-Touch 
 can be found at  

http://www.svahu.org/documents/2009-SVAHU-In-Touch-
Advertising-Agreement.pdf 


