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November 1, 2016 

 

IRS Issues Final Regulations Regarding “Limited Duration” Coverage and 

Other Excepted Benefits under Obama Care 

The Departments of the Treasury, Labor and Health and Human Services have finalized 

regulations regarding the definition of short-term, limited-duration insurance for purposes of the 

exclusion from the definition of individual health insurance coverage. They have also clarified 

the standards for travel insurance and supplemental health insurance coverage to be considered 

under the “excepted” benefits rule. These final regulations apply to group health plans and 

health insurance issuers beginning on the first day of the first plan year (or, in the individual 

market, the first day of the first policy year) beginning on or after January 1, 2017. 

Short-term, Limited-Duration Insurance 

Short-term, limited-duration insurance is designed to fill temporary gaps in coverage when an 

individual is transitioning from one plan or coverage to another. This coverage is not subject to 

the Patient Protection and Affordable Care Act (PPACA) Market reforms. Under the temporary 

regulations previously in place, short-term, limited-duration insurance is defined as a contract 

that must expire less than 12 months after the original effective date of the contract. The new 

final regulations change the definition of short-term, limited-duration insurance so that the 

coverage must be less than three months in duration. The duration of the contract takes into 

account any extensions that may be elected by the policyholder either with or without the 

issuer’s consent. 

The final regulations also add a requirement that a notice must be prominently displayed in the 

contract and in any application materials provided in connection with enrollment in such 

coverage with the following language: THIS IS NOT QUALIFYING HEALTH COVERAGE 

("MINIMUM ESSENTIAL COVERAGE") THAT SATISFIES THE HEALTH COVERAGE 

REQUIREMENT OF THE AFFORDABLE CARE ACT. IF YOU DON’T HAVE MINIMUM 

ESSENTIAL COVERAGE, YOU MAY OWE AN ADDITIONAL PAYMENT WITH YOUR 

TAXES. 

The revised definition of short-term, limited-duration insurance applies for policy years 

beginning on or after January 1, 2017. 

Supplemental Policies as Excepted Benefits 

Supplemental benefits are excepted (from the market reform rules) if they are provided under a 

separate policy, certificate, or contract of insurance and are Medicare supplemental health 

insurance (also known as Medigap), TRICARE supplemental programs, or “similar supplemental 

coverage provided to coverage under a group health plan.” One requirement to be similar 

supplemental coverage is that the coverage “must be specifically designed to fill gaps in primary 

coverage, such as coinsurance or deductibles.” 

 



_________________________________________ 

1825 Hamilton Ave, San Jose, CA 95125      Phone: 408-408-568-0649     E-mail: info@cmanational.org 

The final regulations provide that, if group or individual supplemental health insurance covers 

items and services not included in the primary coverage, the coverage will be considered to be 

designed “to fill gaps in primary coverage,” if none of the benefits provided by the supplemental 

policy are an essential health benefit (EHB) in the State in which the coverage is issued. Thus, if 

any benefit provided by the supplemental policy is either included in the primary coverage or is 

an EHB in the State where the coverage is issued, the insurance coverage would not be 

supplemental excepted benefits. 

Travel Insurance as Excepted Benefits 

Travel related insurance is treated as excepted benefits if the coverage is for personal risks 

incident to planned travel, which may include, but are not limited to, interruption or cancellation 

of a trip or event, loss of baggage or personal effects, damages to accommodations or rental 

vehicles, and sickness, accident, disability, or death occurring during travel, provided that the 

health benefits are not offered on a stand-alone basis and are incidental to other coverage. For 

this purpose, travel insurance does not include major medical plans that provide comprehensive 

medical protection for travelers with trips lasting six months or longer, including, for example, 

those working overseas as an expatriate or military personnel being deployed. 

To learn more about these changes and how they may impact you and your organization we 

recommend you contract your health care provider. 

 

 
DISCLAIMER 

 

    This material is presented with the understanding that the author is providing basic information only, and 

assumes no liability whatsoever in connection with its use.  Tax laws are constantly changing, are subject to 

differing interpretations, and the facts and circumstances in any particular situation may not be the same as those 

presented here.  Therefore, we urge you to do additional research and make sure that you are fully informed and 

knowledgeable before using the information contained herein. 

 


