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DOL Issues Final Rule for Disability Benefits Claims 
Process 
 
Final Rule Strengthens Protections for Workers 
Requesting Disability Benefits 
The US Department of Labor (DOL) has issued a final rule 
requiring employee benefit plans offering disability benefits to 
provide additional procedural protections to claimants. 
 
Background 
Section 503 of the Employee Retirement Income Security Act (ERISA) generally requires 
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employee benefit plans that provide disability insurance benefits to provide written 
notice to any participant or beneficiary whose claim for disability insurance benefits has 
been denied, and to provide the claimant a full and fair 
process for review of the claim denial. 
 
New Procedural Protections 
A final rule, effective January 18, 2017, adds certain procedural 
protections to these requirements by, among other things, 
protecting claimants from conflicts of interest, increasing 
transparency, and ensuring claimants have a fair opportunity 
to respond to the evidence and reasoning behind a claim denial.  
The new rule also ensures that protections for disability claimants 
parallel protections under the Affordable Care Act (ACA) that 
already apply when workers file claims for group health benefits.  
The new protections apply to all ERISA disability benefit 
claims, whether the claim arises under a welfare plan (e.g., a 
long-term or short-term disability plan) or a qualified retirement 
plan. 
 
The final rule includes the following changes in requirements for 
claim processing: 

• Benefit denial notices must include a statement that the 
claimant is entitled to receive, upon request, the 
entire claim file and other relevant documents. 

• Plans will be prohibited from denying benefits on appeal 
based on new or additional evidence or rationales not 
included when the benefit was denied at the claim stage 
(unless the claimant is given notice and a fair opportunity 
to respond). 

• Plans must avoid conflicts of interest by ensuring claim 
adjudication is designed to ensure the independence and 
impartiality of the persons involved in making the decision. 

• If plans do not adhere to all claims processing rules, the 
claimant is deemed to have exhausted administrative 
remedies under the plan (thus generally resulting in the 
claim or appeal being deemed denied on review, allowing 
the claimant to pursue a court claim), unless the violation 
was the result of a minor error and other specified 
conditions are met. 

 
A summary of additional changes can be found by clicking here.  
The changes in the claims procedure process are generally 
applicable to disability benefit claims submitted on or 
after January 1, 2018
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Click here to read the full text of the final rule. 
 
Additional resources include a DOL Fact Sheet and a DOL News Release. 
 

New Guidance on Applicability of ACA's Market Reforms to 
Family HRAs 
 
Non-Compliant HRAs May Be Subject to Significant Penalties 
The US Departments of Labor, Health and Human Services, and Treasury have 
published new FAQs clarifying how family HRAs (HRAs available to reimburse the 

medical expenses of any employee's spouse and/or dependents) 
can be integrated with other group health plan coverage to 
satisfy the market reforms of the Affordable Care Act (ACA). 
 
Background 
With the exception of qualified small employer HRAs, retiree-
only HRAs, and HRAs consisting solely of excepted benefits, 

HRAs are considered group health plans that do not comply with the group market 
reform provisions of the ACA.  Thus, stand-alone HRAs and HRAs used to purchase 
individual market coverage may be subject to a $100 per day excise tax per 
applicable employee, unless they are properly "integrated" with an underlying group 
health plan in accordance with agency guidance, as modified by IRS Notice 2015-87. 
 
Q&A #4 of Notice 2015-87 clarifies that an HRA available to reimburse the medical 
expenses of an employee's spouse and/or dependents (a family HRA) may not be 
integrated with self-only coverage under the employer's non-HRA group health plan.  
As a result, questions have arisen regarding the integration of a family HRA in cases in 
which the employee is enrolled in self-only coverage and the employee's spouse and 
dependents are enrolled in a non-HRA group health plan sponsored by the spouse's 
employer. 
 
New Guidance 
The new FAQs make clear that a family HRA may be integrated with: 

• A non-HRA group health plan sponsored by the employer of the 
employee's spouse that covers all of the individuals covered by the family HRA, 
so long as that non-HRA group health plan otherwise meets the applicable 
integration requirements (referred to as a "qualifying non-HRA group health 
plan").  For this purpose, an employer may rely on the reasonable 
representation of an employee that the employee and other individuals 
covered by the family HRA are also covered by another qualifying non-HRA group 
health plan. 

• A combination of coverage under other qualifying non-HRA group health 
plans, provided that all of the individuals who are covered under the family HRA 
are also covered under other qualifying non-HRA group health plan coverage.  For 
example, a family HRA covering an employee, spouse, and one dependent child 

https://www.gpo.gov/fdsys/pkg/FR-2016-12-19/pdf/2016-30070.pdf�
https://www.dol.gov/sites/default/files/ebsa/about-ebsa/our-activities/resource-center/fact-sheets/final-rule-strengthens-consumer-protections-for-workers-requesting-disability-benefits-from-erisa-employee-benefit-plans_0.pdf�
https://www.dol.gov/newsroom/releases/ebsa/ebsa20161216�
https://www.dol.gov/sites/default/files/ebsa/about-ebsa/our-activities/resource-center/faqs/aca-part-35.pdf�
http://webapps.dol.gov/elaws/ebsa/health/glossary.htm?wd=Excepted_Benefits�
https://www.cms.gov/CCIIO/Programs-and-Initiatives/Health-Insurance-Market-Reforms/index.html�
https://www.cms.gov/CCIIO/Programs-and-Initiatives/Health-Insurance-Market-Reforms/index.html�
https://www.dol.gov/agencies/ebsa/employers-and-advisers/guidance/technical-releases/13-03�
https://www.irs.gov/pub/irs-drop/n-15-87.pdf�


MARCH 6, 2017   

  4 
The information and materials herein are provided for general information purposes only and are not intended to constitute legal or other advice or opinions on any specific matters, 
nor are they intended to replace the advice of a qualified attorney, plan provider or other professional advisor. This information has been taken from sources which we believe to be 

reliable, but there is no guarantee as to its accuracy. In accordance with IRS Circular 230, this communication is not intended or written to be used, and cannot be used as or 
considered a 'covered opinion' or other written tax advice and should not be relied upon for any purpose other than its intended purpose. 

may be integrated with the combination of (1) the employee's self-only coverage 
under the non-HRA group health plan of the employee's 
employer, and (2) the spouse and dependent child's coverage 
under the non-HRA group health plan of the spouse's employer, 
provided that both non-HRA group health plans are qualifying 
non-HRA group health plans. 
 

Click here to read the FAQs in their entirety. 
 
 

3 ACA Facts for Small Employers 
 
"Pay or Play", Information Reporting, and More 
The Internal Revenue Service is reminding small employers about three key provisions of 
the Affordable Care Act (ACA) that may or may not affect them: 

1. Pay or Play: Employers with fewer than 50 full-time equivalent employees 
are not subject to the employer shared responsibility ("pay or play") provisions. 
 

2. Information Reporting: All employers - regardless of size - that provide self-
insured health coverage must file information returns with the IRS and furnish 
statements to responsible individuals about each person enrolled in coverage.  The 
deadline for filing with the IRS is February 28, 2017 (or March 31, 2017, if filing 
electronically).  The deadline for furnishing to the responsible individual is March 
2, 2017, which is a 30-day extension from the original due date of January 31. 
 
 

3. Small Business Health Care Tax Credit: Employers with fewer than 25 full-
time equivalent employees may be eligible for the Small Business Health Care 
Tax Credit.  Among other requirements, these employers are generally eligible for 
credit if they cover at least 50% of their full-time employees' premium costs, and 
the coverage is purchased through a Small Business Health Options Program 
(SHOP) Marketplace. 
 

For more information, please visit the IRS's Affordable Care Act Tax Provisions for Small 
Employers webpage. 
 

DOL Adjusts Labor Law Penalties for 2017 
 
The US Department of Labor (DOL) has published a final rule adjusting for inflation the 
civil monetary penalties assessed for violations of a number of federal labor laws.  The 
rule increases penalties for employers that do not comply with certain requirements 
under the federal Fair Labor Standards Act (FLSA), the Family and Medical Leave Act 
(FMLA), the Employee Retirement Income Security Act (ERISA), and the Occupational 
Safety and Health Act (OSH Act), among other laws.  The increases generally apply to 
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civil penalties assessed after January 13, 2017, whose associated violations occurred 
after November 2, 2015. 
 
Key Penalty Increases 
Penalty increases that may be of particular interest to employers include: 

• FLSA Requirements.  Repeated or willful violations of the FLSA's minimum 
wage or overtime pay requirements are subject to a penalty of up to $1,925 per 
violation (formerly $1,894); 

• FMLA Posting.  Willful violations of the FMLA's posting requirement are subject 
to a penalty not to exceed $166 for each separate offense (formerly $163).  (Note: 
Covered employers must post this general notice even if no employees are 
eligible for FMLA leave); 

• Employer CHIP Notice.  Failure to provide employees with an Employer 
Children's Health Insurance Program (CHIP) Notice is subject to a penalty of up 
to $112 per day per violation (formerly $110); 

• SBCs.  Failure to provide a Summary of Benefits and Coverage (SBC) is subject to 
a penalty of up to $1,105 per failure (formerly $1,087); 

• Form 5500.  Failure or refusal to file an annual report (Form 5500) with the DOL 
is subject to a penalty of up to $2,097 per day (formerly $2,063); and 

• OSH Act Posting.  Violations of the OSH Act's posting requirement are subject to 
a maximum penalty of $12,675 for each violation (formerly $12,471). 

 
Click here to read the final rule, which features additional penalty increases, in its 
entirety.  The DOL's summary chart also highlights many of the changes. 
 

IRS Renews Warning About Form W-2 Scam Targeting 
Payroll and Human Resources Departments 
 
Scam Targets Taxpayers' Personal Information 
The Internal Revenue Service (IRS) has renewed its 
warning about an email scam that uses a corporate 
officer's name to request employee Forms W-2 (and 
other sensitive employee information) from company 
payroll or human resources departments. 
 
Background 
The W-2 scam first appeared last year.  Cybercriminals tricked payroll and human 
resources officials into disclosing employee names, Social Security Numbers (SSNs), and 
income information.  The thieves then attempted to file fraudulent tax returns. 
 
The IRS has already received new notifications that the email scam is making its way 
across the nation for a second time.  The IRS urges company payroll officials to 
double check any executive-level or unusual requests for lists of Forms W-2 or 
SSNs. 
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https://www.gpo.gov/fdsys/pkg/FR-2017-01-18/pdf/2017-00614.pdf�
https://www.dol.gov/whd/resources/cmp.htm�
https://www.irs.gov/pub/irs-pdf/p4524.pdf�


MARCH 6, 2017   

  6 
The information and materials herein are provided for general information purposes only and are not intended to constitute legal or other advice or opinions on any specific matters, 
nor are they intended to replace the advice of a qualified attorney, plan provider or other professional advisor. This information has been taken from sources which we believe to be 

reliable, but there is no guarantee as to its accuracy. In accordance with IRS Circular 230, this communication is not intended or written to be used, and cannot be used as or 
considered a 'covered opinion' or other written tax advice and should not be relied upon for any purpose other than its intended purpose. 

 
Phishing Schemes 
This phishing variation is known as a "spoofing" email.  It will contain, for example, the 
actual name of the company chief executive officer (CEO).  In this variation, the "CEO" 
sends an email to a company payroll office or human resources employee and requests a 
list of employees and information, including SSNs. 
 
The following are some of the details that may be contained in the emails: 

• Kindly send me the individual 2016 W-2s (PDFs) and earnings summary of all W-
2s of our company staff for a quick review. 

• Can you send me the updated list of employees with full details (names, SSNs, 
dates of birth, home addresses, and salaries)? 

• I want you to send me the lists of W-2 copies of employees' wage and tax 
statements for 2016.  I need them in PDF file type - you can send them as 
attachments.  Kindly prepare the lists and email them to me ASAP. 

 
Additional Information 
The IRS, state tax agencies, and the tax industry are engaged in public awareness 
campaigns (for both taxpayers and tax professionals) to encourage businesses to do more 
to protect personal, financial, and tax data.  IRS  features additional steps you can take 
to protect your business. 
 

New Executive Order Calls for Minimizing Economic 
Burden of ACA 
 
President Trump has signed an executive order calling upon federal administrative 

agencies to minimize the economic burden of the Affordable 
Care Act (ACA), pending repeal of the law.  Until further 
guidance is issued or legislation is signed, however, all 
ACA requirements remain in effect, including penalties 
for noncompliance. 
 
In addition to making clear that the Trump administration 

seeks the prompt repeal of the ACA, the executive order specifically calls upon agencies 
to exercise authority and discretion to: 

• Waive, defer, grant exemptions from, or delay the implementation of any ACA 
provision or requirement that would impose a fiscal or regulatory burden on 
states, individuals, health care providers, health insurers, and medical device and 
product producers (including fees, taxes, and penalties); 

• Provide greater flexibility to states, and cooperate with them in implementing 
health care programs; and 

• Encourage the development of a free and open market for the offering of health 
care services and health insurance. 

 

https://www.irs.gov/individuals/taxes-security-together�
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The executive order must be implemented in a manner consistent with applicable 
law, including the Administrative Procedure Act, which requires an extended review of 
and public comment on any federal rules which may be proposed as a result of the 
executive order. 
 

New Expiration Date for Health Insurance Exchange 
Notices is February 28, 2017 
 
Model Notices Previously Expired on January 31, 2017 
The US Department of Labor's Employee Benefits Security Administration (EBSA) has 
extended the effective date of its model Health Insurance Exchange Notices through 
February 28, 2017.  Previously, these model notices expired on January 31, 2017.  No 
other changes have been made to these notices. 
 
Click here to access the model notices with the new expiration date.  Please note that 
there are separate notices for employers that do and do not offer a health plan. 
 
These model notices are the most current versions provided by EBSA.  For 
further guidance regarding these notices, please contact EBSA at 1-866-444-3272. 
 

Reminder: ACA Information Reporting Deadlines 
Approaching 
 
Certain Employers Required to Electronically File Returns 
Employers subject to the Affordable Care Act's (ACA) information reporting 
requirements are reminded that the deadlines to file and furnish Forms 1094 and 1095 
are quickly approaching.  The reporting deadlines in 2017 are for reporting information 
on the 2016 calendar year, and are as follows: 

• Applicable large employers (ALEs) - generally those with 50 or more full-
time employees, including full-time equivalents - must file Forms 1094-C 
and 1095-C with the IRS no later than February 28, 2017 (or March 31, 2017 if 
filing electronically).  ALEs must also furnish a Form 1095-C to all full-time 
employees

• Self-insuring employers that are not considered ALEs, and 

 by March 2, 2017 (which is a 30-day extension from the original due 
date of January 31). 

other parties 
that provide minimum essential coverage, must file Forms 1094-B and 

B
1095-

 with the IRS no later than February 28, 2017 (or March 31, 
2017 if filing electronically).  These entities are also required to 
furnish a Form 1095-B to "responsible individuals

 

" (may be the 
primary insured, employee, former employee, or other related 
person named on the application) by March 2, 2017 (which is a 
30-day extension from the original due date of January 31). 

 

https://www.dol.gov/agencies/ebsa/laws-and-regulations/laws/affordable-care-act/for-employers-and-advisers/coverage-options-notice�
https://www.dol.gov/agencies/ebsa/�
https://www.irs.gov/uac/About-Form-1094-C�
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Electronic Filing Requirements 
Reporting entities filing 250 or more Forms 1095-B or Forms 1095-C must 
electronically file them with the IRS.  Additional information on electronic filing can be 
found on the IRS ACA Information Returns (AIR) Program webpage. 
 

Reminder: Medicare Part D Online Disclosure 
to CMS Due March 1, 2017 for Calendar Year 
Plans 
 
Online Form for Employers Offering Prescription Drug 
Coverage to Medicare Part D-Eligible Individuals 
The Medicare Modernization Act requires employers that provide 
prescription drug coverage to Medicare-eligible individuals to 
complete the Online Disclosure Form to the US Centers for Medicare 
& Medicaid Services (CMS) to report whether such coverage is creditable prescription 
drug coverage.  Creditable coverage means that the coverage is expected to pay, on 
average, as much as the standard Medicare prescription drug coverage. 
 
This disclosure is required annually, no later than 60 days from the beginning of a 
plan year - typically March 1st for calendar year plans - and at certain other times. 
 
Additional Disclosure Requirements 
Under the law, employers whose group health plans offer prescription drug coverage also 
must provide a written notice to all Medicare-eligible individuals disclosing whether such 
coverage is creditable.  This disclosure must be provided annually prior to October 15th, 
and at various other times as required under the law.  Click here for more information. 
 
 
 
 
 
 

https://www.irs.gov/for-tax-pros/software-developers/information-returns/affordable-care-act-information-return-air-program�
https://www.cms.gov/Medicare/Prescription-Drug-Coverage/CreditableCoverage/CCDisclosureForm.html�
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