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Howitt Benefit Services is pleased to provide you with periodic updates on benefit trends and legislative
updates. As part of our valuable services, we want to ensure that you are in compliance and well-
informed of the ongoing changes in our industry.

In this BenAlert:

- 2008 Annual Report Form Due April 30, 2009
- Eligible Employees Change

- Employer Expenditure Rate Changes

- Annual Salary Exemption Change

Healthy San Francisco Update

2008 Annual Reporting Form Due April 30, 2009

As you know, the Health Care Security Ordinance (Healthy San Francisco) requires for-profit employers with
20 or more employees (and nonprofits with 50 or more employees) to spend a minimum amount on health
care for covered employees and to report on these expenditures annually. On January 15, 2009, San
Francisco’s Office of Labor Standards Enforcement (OLSE) released an updated Annual Reporting Form (ARF)
to be completed by covered employers by April 30, 2009. Attached are the Annual Reporting Form
Instructions and Form.

Covered employers have the choice of completing the online PDF (see above) or the ARF mailed to them by
OLSE. The online ARF must include the employer’s Business Account Number, Ownership Name, and Mailing
Address or face possible penalties and other corrective action.

Eligible Employees Change

As of January 1, 2009, employees need only to work 8 hours per week in San Francisco to be eligible for
Healthy San Francisco benefits upon completion of 90 calendar days of employment.
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INSTRUCTIONS FOR THE HCSO ANNUAL REPORTING FORM

The Health Care Security Ordinance (HCSO) requoegrofit employers with 20 or more employees
(and nonprofits with 50 or more employees) to spenainimum amount (set by law) on health care for
Covered Employees and to report on these expeediamnually, using the Annual Reporting Form
(ARF). The HCSO is enforced by the Office of Latandards Enforcement (OLSE).

Employers with fewer than 20 employees are not cored by the HCSO
and should_notreturn the ARF.

For more information on the HCSO and the Annualdriépg Form go tavww.sfgov.org/olse/hcso

GENERAL |NSTRUCTIONS

This year’s Annual Reporting Form (ARF) is avaialdom our website as a “fillable PDF,” allowing
employers to open the document, type in their ansvileen print, sign, and return the form. Therfas
also mailed to employer&Employers that download and return the ARF from our website do_not
need to complete or return the ARF received by mail

The data you provide on the ARF will be electrotjcecanned. To ensure accuracy in the scanning
process, we encourage you to type your answemsithgr opening the PDF from our website and filling
in your responses using the computer, or using@nyiter. If you must write in your answers, pkeas
useblack ink, stay insidehe boxes provided for your responses, and paat yumbers similar to
these:

1234567890

Confidentiality of Data Provided: Data collected from the ARFs may be released plybhc
aggregate form; however, this office will treatividual data as confidential to the extent provitgd
law.

Annual Reporting with Quarterly Breakdowns: The ARF must be submitted only once per year,
however, your answers for most of the lines onfibrisy should be broken down for each quarterly
period. Quarter 1 includes the period from Jantiaigugh March of 2008; quarter 2, from April
through June of 2008; quarter 3, from July thro8gptember of 2008; and quarter 4, from October
through December of 2008. Generally, a quartesistsof 13 weeks.

Reporting Deadline: To avoid penalties and other corrective acticovéZed Employers must return
the ARF by April 30, 2009. Please do meturn the form to our City Hall address; instgaldase mail

it to Post Office Box 7378, San Francisco, CA 3#Y¥378, as indicated at the top of the ARF and the
purple return envelope provided in your mailing.



LINE-BY-LINE INSTRUCTIONS

Business Account or Certificate Number: Every registered San Francisco business ownersisijah
unique six-digit business account or certificatenber, which should be pre-printed on your formor(F
more information regarding business registratid@age visit www.sfgov.org/BusinessRegistration or
call Taxpayer Assistance at 415-554-4400.)

» If your business account number does not appegownform, be sure to type or print it in the
space provided.

For Businesses in the Same “Control Group”: Only one ARF shall be filed for all entities witlthe
same “controlled group of corporations” (as defif@dpurposes of income tax filing). Please fiét

circle in completely € rather than x o) if you are filing this form on behalf of sevemitities in the

same “control group,” and enclose the blank ARKgHe other entities in the same envelope.

» Leave this circle blank if you are nfiling on behalf of businesses in the same “cdrgroup.”

All members of a “controlled group of corporatior{a’s defined for purposes of income tax filing) are
considered one employer under the Ordinance, ardnglloyees of each entity must be counted to
determine the size of the employer. Employeeausirtesses that are not incorporated are counted as
working for one employer if the businesses are undemmon control. For purposes of this Ordinance,
"under common control" means either (a) one pefsalividual, estate, or trust) has at least an 80
percent ownership interest in each of the busisessd€b) two to five persons hold more than a 50
percent ownership interest in each of the busirsesse

Line A: This question is to determine whether you are e@a Employer.
¢ You must include all employees anywhareluding those working outside of the geographic
boundaries of San Francisco, in this number.
* Owners who perform work for compensation for theibess are considered employees and must
be counted as such.
* For businesses employing a fluctuating number gfleyees during a quarter, please review
Frequently Asked Question (“FAQ”) #14, availablenatw.sfgov.org/olse/hcso.

If you are a for-profit business employing 20 orrsmemployees per week or a nonprofit business
employing 50 or more employees per week, you &ewered Employer and must complete the rest of
the ARF and return it by April 30, 2009 to Posti®é#fBox 7378, San Francisco, CA 94120-7378.

If you are not a Covered Employer, stop here, and do not return the form!
Lines B-E: Lines B-E should include only those enlpyees who meet the definition of a Covered
Employee under the HCSO.Covered Employees are those who have been employatieast 90

calendar days and, after completing this 90-caledds eligibility period, have worked at least 10 o
more hours per week in San Francisco in 2008.
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For employees whose work hours fluctuate from weekeek, please review FAQ #20, available at
www.sfgov.org/olse/hcso.

If you had no Covered Employeesin any quarter in 2008, enter zero, sign the form, and submit it to the
OLSE by April 30, 2009.

Line B1: Enter the number of Covered Employees (see ierigdrove). Do nohclude employees
exempt from coverage under the HCSO; you will idelthose employees in Line B2. Exemption
categories are explained in the instructions foelB2 below.

Line B2: Enter the number of employees who meet the Cdveneployee criteria above, but are
exempt from coverage under the HCSO because thegttaone or more of the five categories of
exempt employees. For more details, see FAQ #@®aRegulation 3.2, available at
http://www.sfgov.org/olse/hcso

Line C: Calculate and enter the total number of “hours’p@aicll Covered Employees. Hours paid
includes both hours worked and hours for which Cesd=mployees were entitled to be paid, such as
paid time off, vacation, sick leave, and holidaysto 172 hours per month or 516 hours per quarter per
employee. (For full-time employees, you may et#? hours per month or 516 hours per quarter, rathe
than calculating actual hours paid.)

Line D: Enter the total amount of health care expendityoeismade on behalf of Covered Employees
in 2008 in whole dollars.

» Include_allhealth care expenditures made on behalf of yowefea Employees, including dental
and vision benefits, even if the total amount edsgbe minimum amount required under the
Ordinance.

» Include health care expenditures made for depesddryour Covered Employeesybu intend
for those amounts to be counted towards the minireaith care expenditure required under the
Ordinance. (For more information regarding depaehtenefits, see Regulation 4.2(D),
available at www.sfgov.org/olse/hcso.)

» Do notinclude commas or cents.

» Do notinclude any health care contributions or expemdgumade by employees.

Employers with self-insured plans (as defined mitistructions for Line E2) may use either the
COBRA equivalent rate for the 2008 plan year (miaog administrative fees) or the actual expenditure
amounts.

Line E: In each of the categories listed in this sectioneiethe number of Covered Employees for
whom you provided the benefits listed. Count e@okiered Employee only once per quarter. If you
made more than one type of health care expendiuie Covered Employee, count that employee in the
category in which the largest or greatest dollaoam of spending was made.

Line E1: Enter the total number of Covered Employees whomemolled in group health insurance
coverage. Include in this category any employeesvhom you made contributions to a Taft-Hartley
plan pursuant to a collective bargaining agreeroennion contract.

Line E2: Enter the total number of Covered Employees egdlah your self-insured group health plan.
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A self-insured, or self-funded, group health gkwone in which the employer assumes the finamiskl
for providing health care benefits to its employe8elf-insured employers pay for their employees’
health care expenses as they are incurred, réthepiaying a fixed premium to an insurance carrier.
Such employers must abide by federal laws goversgtiginsured or self-funded plans.

Line E3: Enter the total number of Covered Employees erdafiea health/medical reimbursement,
spending, or savings account that was administeyedthird-party vendor (e.g., Health Reimbursement
Arrangement, Health Savings Account, Medical Flex®Bpending Account, etc.)

Line E3(a): Enter the total dollar amount of funds that yoad available to your Covered Employees
listed in Line E3 over the entire plan year viaealth/medical reimbursement, spending, or savings
account administered by a third-party vendor. Ettite amount in whole dollardp not include

commas or cents.

Line E3(b): Enter the total dollar amount of funds that youv&@ed Employees listed in Line E3 were
reimbursed during the plan year via a health/médambursement, spending, or savings account
administered by a third-party vendor. Enter the amban whole dollarsgo not include commas or

cents.

Line E4: Enter the total number of Covered Employees forwlyou provided direct reimbursement
or made direct payments for health care expen3édss category includes any health spending acsount
that were self-administered, in other words, th@aaot was administered internally by the employer.

Line E4(a): Enter the total dollar amount of funds that you madailable to your Covered Employees
listed in Line E4 over the entire plan year vieeH-administered health spending account. Enter th
amount in whole dollargjo not include commas or cents.

Line E4(b): Enter the total dollar amount of funds that yowdpauit for your employees’ health care
during the plan year, through for example, reimbéorents to your Covered Employees or direct
payments to your employees’ health care providerter the amount in whole dolladg not include
commas or cents.

Line E5: Enter the total number of Covered Employees formwlyou made payment for the City
Option, which includes botHealthy San Francisco and the Medical Reimbursement Accounts
administered by SHPS.

Line E6: If you made any other health care expendituresetralb of your Covered Employees, enter

the total number of Covered Employees for whom yauale such expenses and describe how you made
the expenditure in the space provided. If yourl@axation does not fit in the space provided, please
provide your explanation on a separate page.

Final Step: Sign and date the form, then mail it to Post OfBoex 7378, San Francisco, CA 94120-
7378. To avoid penalties and other correctiveoactieturn the ARF by April 30, 2009.
Thisnoticeisintended to provide general information and does not establish policy or offer legal adviceregarding the Health Care Security Ordinance, Chapter 14

of the San Francisco Administrative Code. If you have any questions about your obligations under the ordinance, please visit www.sfgov.or g/olse/hcso, call(415)
554-7892, or email HCSO@sfgov.org.

Para asistencia en Espariol, llame al (415) 554-7892 IEEA%5R F%% (415) 554-7892

Page 4



HOWITT BenAlert Health SF Update, February 2009—Page 2

Employer Expenditure Rate Changes

Beginning January 1, 2009, the health care expenditure rate for employers with 20 to 99 employees is
$1.23/hour; for employers with 100 or more employees, the rate is $1.85/hour. Employers should begin
using the 2009 rate to calculate the minimum expenditure for the first quarter of 2009 (which would include
hours paid from January 1, 2009 through March 31, 2009).

January 1,

Business Size April 1, 2008 2009

Large (100+ employees) $1.76/hour $1.85/hour

Medium (20-99 employees) $1.17/hour $1.23/hour

Small (1-19 employees Not covered Not covered

Annual Salary Exemption Change

Pursuant to Regulation 3.2(A)(1), an employee who is a manager, supervisor, or confidential employee and
who earns at or above an annual salary limit is exempt from coverage under the Healthy San Francisco.
OLSE has increased the annual salary exemption for 2009 to $80,397 or $38.65/hour from $76,851 for 2008.
Please review Regulation 3.2(A)(1) (see Page 8) for a detailed definition of a manager, supervisor, or
confidential employee.

*kk Ak

Howitt Benefit Services (HOWITT) is not an attorney firm and HOWITT is not giving legal advice or
interpreting the Internal Revenue Code. This update is published as an information source for our
clients and colleagues. It is general in nature and not a substitute for legal advice or an opinion on a
particular case.

Copyright © 2008 Alfred B. Fowler, Attorney at Law. All Rights Reserved. Reprint with permission only.
This legislative update is published as an information source for our clients and colleagues.
Itis general in its nature and is no substitute for legal advice or opinion in any particular case.
mike @abferisa.com

IRS Circular 230 disclosure: To ensure compliance with requirements imposed by the IRS, we inform you that any tax
advice contained in this communication, unless expressly stated otherwise, was not intended or written to be used,
and cannot be used, for the purpose of ( i) avoiding tax-related penalties under the Internal Revenue Code or (ii)
promoting, marketing or recommending to another party any tax-related matter(s) addressed herein.

HOWITT Benefit Services ¢ License# 0532506

SERVICES THAT EXCEED YOUR EXPECTATIONS







P.O. BOX 7378
San Francisco, CA 94120-7378

Business Account Number

FOR ASSISTANCE: Refer to the enclosed instructions, visit
http://mww.sfgov.org/olse/hcso, or call (415) 554-7892

Covered Employers must complete all of the questions below. Failure to do so
shall constitute a violation of § 14.3(b) of Chapter 14 of the SF Admin. Code.
Violators shall be subject to penalties and other corrective action.

O

1st Quarter:
January to March 2008

2nd Quarter:

For each quarter, enter the following information: April to June 2008

3rd Quarter:
July to September 2008

4th Quarter:
October to December 2008

B1

Number of Employees Employed per Week (anywhere): O 20-49 QO 100-499

NOTE: Employers with 19 or fewer employees are NOT covered

by the HCSO and should NOT complete or file this form. O 5099 O 500+

O 5099 QO 500+

O 2049 QO 100-499

O 20-49 O 100-499
O 5099 QO 500+

O 20-49 O 100-499
O 50-99 O 500+

Total Number of "Covered Employees": Do not count
employees exempt from coverage under this law; see
instructions for more details.

B2

Total Number of Employees Exempt From Coverage
Under the HCSO, including those who have signed Voluntary
Waivers

Total Number of Hours Paid to All Covered Employees: Hours paid includes both hours worked and hours for which covered employees were entitled
to be paid wages, such as paid vacation hours, paid time off, and paid sick leave hours, but not exceeding 172 hours/month or 516 hours/quarter.
3rd Quarter

1st Quarter 2nd Quarter

4th Quarter

1st Quarter 2nd Quarter

Total Amount of Health Care Expenditures Made for All Covered Employees (in whole dollars; do not include commas or cents)
3rd Quarter

4th Quarter

Breakdown of Health Care Expenditures Made by the Employer: Count each covered employee only once per quarter; if your b
than one type of health care expenditure for an employee, count that employee in the category in which the largest health care exp

usiness made more
enditure was made.

E1l

Number of Covered Employees enrolled in group
health insurance coverage

E2

Number of Covered Employees enrolled in

self-insured group health plan. Please review the
instructions to determine if your plan meets the

definition of a self-insured plan.

E3

Number of Covered Employees enrolled in
health/medical reimbursement, spending, or savings
account administered by a third party vendor

E3(a)

Total annual dollar amount of funds made available to Covered Employees for 2008 -- how much
the employer made available via third-party health/medical reimbursement, spending, or savings
accounts (in whole dollars; do not include commas or cents)

E3(b)

Total annual dollar amount of reimbursements made to Covered Employees for 2008 -- how much
employees were reimbursed via third-party health/medical reimbursement, spending, or savings
accounts (in whole dollars; do not include commas or cents)

E4

Number of Covered Employees for whom the
employer provided direct reimbursement or made
direct payments for health care expenses

E4(a)

Total annual dollar amount of funds made available to Covered Employees for 2008 -- how much
the employer made available for direct reimbursements or payments

E4(b)

Total annual dollar amount of funds spent for Covered Employees for 2008 -- how much Covered
Employees were reimbursed and/or how much was paid directly by the employer for Covered
Employees' health care expenses (in whole dollars; do not include commas or cents)

ES

Number of Covered Employees for whom payment
was made for the City Option (includes both Healthy San

Francisco and the City's Medical Reimbursement Account)

E6

Other: (describe):

By submitting this report the above-named employer certifies the following: (1) that the information on this reporting form is correct; (2) that all compensable hours paid to the employees who performed work in the
geographic boundaries of the City and County of San Francisco during the period covered by this report are reported herein; (3) that this report, whether or not signed in the space provided below, is being
submitted by the employer or duly authorized representative of the employer. Under the laws of the State of California, | declare under penalty of perjury that | have read the foregoing and that it is true, correct,
and complete to the best of my knowledge and belief.

_ SIGN HERE

DATE

, 2009

3664
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