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Presenter Notes
Presentation Notes
Introduce self and HCSO team at OLSE. This presentation will be very technical and is aimed at brokers/employers who are already familiar with the HCSO and are reviewing their 2022 costs to match up w/ ESR. If you’re looking for a more general compliance overview, this webinar is NOT recommended; we have other resources available for that. We are only addressing 2022 health plan analysis. We will not be discussing 2023 expenditures or 2023 compliance.



Agenda

2Office of Labor Standards Enforcement      QUESTIONS: EMAIL hcso@sfgov.org

HCSO Background

Rules for Self-Funded Plans

Calculating Average Expenditures for 2022

Making Top-off Payments

Best Practices

1

2

3

4

5

Presenter Notes
Presentation Notes
Maura: AGENDAFirst, laying out the presentation format:We will talk about the HCSO background, rules for self-funded plans, how to calculate expenditures. Then my colleague Janet will talk about how to make top-off payments. Then I’ll go over some best practices. To ask questions, email the hotline(OR on webex, you should see a Q&A box. If you don’t see it, click on the three dots and the very bottom right of the screen). General questions will be handled during the webinar if time allows.  Detailed or individual questions will be handled afterwards. We will have our email address on various slides throughout the presentation in case you forgetHAND OFF TO JANET. 
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Office of Labor Standards 
Enforcement (OLSE)
OLSE enforces an array of San Francisco 
labor ordinances, including Citywide 
laws and laws specifically for City 
contractors, lessees, and grantees.  

Family 
Friendly

Paid 
Parental 
Leave & 

Lactation

Health Care 
Security 
(2008)

Consideration 
of Salary 
History

Minimum 
Wage, Paid 
Sick Leave

OLSE has investigative authority & 
enforcement power, and offers 
technical assistance for employers.

https://sf.gov/olse/

Fair 
Chance

Formula 
Retail 

Employee 
Rights

Office of Labor Standards Enforcement

Public Health 
Emergency 

Leave
Covid-related 

Ordinances

3

Presenter Notes
Presentation Notes
JANETWe have a technical assistance hotline (phone & email) for every law we enforce. It’s always better for an employer to contact us with questions, you won’t be penalized for calling. And if you realize you’ve been out of compliance with a law, we can talk you through how to address is. NOTE THAT CITY WEBSITE HAS BEEN UPDATED. PLEASE CHANGE OLD BOOKMARKS. AT THE END OF THE PRESENTATION WE WILL SHOW THE NEW WEBSITEs. IF YOU CANNOT FIND PRIOR RESOURCES, CALL OLSE FOR HELP. 






HCSO Background
• The Health Care Security Ordinance (HCSO) requires covered employers to 

make health care expenditures for covered employees at a specific rate.  
• 2022 Large Employer rate was $3.30/hour. (For a full-time employee, this 

equates to $567.60/mo, $1,702.80/Q, $6,811.20/yr).
• Large employers are those with 100 or more employees worldwide. 
• HCSO Rules changed in 2017 with respect to how OLSE evaluates 

expenditures under self-funded insurance plans. The new Rules prohibited 
Cobra rates from being used as a stand-in for the employer spend.

• Full text of HCSO Rules available at Understanding the Health Care 
Security Ordinance | San Francisco (sf.gov)
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Presenter Notes
Presentation Notes
JANETHCSO IS A SPENDING REQUIREMENT. Not an insurance requirement, but one way to comply is by spending money on insurance. Verbally mention that medium rate was $2.20 but that given it’s usually large employers who have self funded plans, this presentation and all the examples will be focused on the large employer calculations. Our URL is listed here, and when you’re on our homepage you’ll see a link to “Citywide labor laws,” which you can click on to get to all our materials on the Health Care Security Ordinance (screenshare if possible)—USE SCREENSHARE TO SHOW NEW WEBSITE, HOW TO FIND HCSO PAGE, HOW TO LINK TO THE AG, RULES, ETC

https://sf.gov/information/understanding-health-care-security-ordinance





Remember, all other provisions of HCSO still 
apply!!!

•Quarterly spending deadlines still apply to 
employees who are covered by the HCSO and 
are:
•Enrolled in fully-funded health plans;
•Choose not to enroll in your company’s 
insurance;

•Are not eligible for your company’s insurance.
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Presenter Notes
Presentation Notes
JANETExample for first bullet: large employer. Employer has three compliance mechanisms: (1) fully-funded Kaiser HMO (2) self-funded PPO plan; (3) City Option payments for those not enrolled in insurance. Employer still has to make sure they satisfy the spending requirement on a quarterly basis for those employees!!!! ONLY those enrolled in the self-funded plan can go through the annual analysis!!NOW I’LL TRANSFER TO MAURA TO GIVE AN OVERVIEW OF CALCULATION INSTRUCTIONS

mailto:hcso@sfgov.org


Overview: Rules for Self-funded Insurance

1) Using the COBRA premium rate to calculate required health care 
expenditures has not been permitted since 2018

2) For self-funded plans in which the employer pays claims as they 
are incurred, the employer may calculate the health care 
expenditures on an annual basis;

3) If the employer’s annual spend fell short of the HCSO 
expenditure rate, the employer must make “top-off” payments 
for employees enrolled in these plans by the end of February of 
the following year.
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Presenter Notes
Presentation Notes
JANETRemember, HCSO is a spending requirement—if employer is trying to save money by using a self-funded plan, they still have to comply with the spending requirement—there’s an inherent tension there. We will try to talk you through it. 1. The SF BOS amended the HCSO several times to clarify that all HCEs under the law need to be monies actually spent, paid irrevocably to a 3rd partyThe law requires employers to look at monies actually paid out.OLSE published new Rules on this topic in October of 2017, which OLSE began enforcing for calendar year 2018.One impact of the new rules said that SF employers could no longer use the COBRA rate to calculate HCEs, since that’s just an estimated value of a plan.2. For the types of self funded plans in which the employer pays employee claims as they occur – on a rolling basis – the calculation of HCEs is done on an annual basis, rather than the rolling basis actually 3. For those plans where the calculation of expenditures is done on an annual basis, if the employer has a shortfall, additional payments can be made up to the end of February. So we’re now in the time period where you are looking at expenditures for calendar yr.  2022 and seeing if you need to make any additional expenditures by the end of next month (Feb 2022). 






Self-Funded Insurance Plan Calculations 
HCSO Rule 5.9

• 5.9(b): employer pays claims as they are incurred 
 the employer may look at the annual spend
 Note: for employees enrolled in traditional insurance plans, or employees 

who are not enrolled in the company’s insurance, the regular quarterly 
deadlines still apply. 
 How does the employer assess the annual “cost” of the plan?
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Presenter Notes
Presentation Notes
MAURANote that two basic types of self-insured/self-funded plans where employers still pay fixed monthly premiums to a third party that are addressed in the HCSO Rule 5.9 5.9(a)  functions very much like a fully funded plan. If the employer pays ONLY fixed monthly premiums to a third party and the payments do not vary based on the employees’ claims, then that employer needs to look at expenditures on a quarterly basis. We raise this since it’s written into the rules, but we rarely see plans like this so won’t address it further. Most plans fit into 5.9(b). 

https://sf.gov/sites/default/files/2022-12/HCSO%20Rules%20Correction%20FINAL%20Posted%2010%2010%202017%20v2.pdf





Uniform Health Plans

• See Rule 5.8 and FAQ D9.
• Employers are only permitted to 

average expenditures for employees 
enrolled in a uniform health plan.

• Uniform health plan = uniform benefit 
design.

• Employers typically offer a “menu” of 
different plan offerings. Each “menu 
item” has a different cost.

8
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Presenter Notes
Presentation Notes
MAURAReminder—many employers follow the HCSO’s “uniform coverage calculation” rules so they can average expenditures among their workforce. These rules apply in self-funded or fully funded plans.This is a good option where the employer is participating in an age-banded program, where the employer may be spending more than the HCSO requires on older employees, but is under-spending for younger employees. The employer has the option of averaging its expenditures and may find that it can satisfy the expenditure requirement.Also helps when you have a wide range of costs. Premature triplets example. Self-funded plans will need to use these rules too. 

https://sf.gov/sites/default/files/2022-12/HCSO%20Rules%20Correction%20FINAL%20Posted%2010%2010%202017%20v2.pdf
https://sf.gov/reports/august-2021/hcso-administrative-guidance-0#page-title





Uniform Health Plans: Example

• Expenditures may only be 
averaged when the benefit 
design is the same.

• Different plans must be 
averaged separately. Examples:
 HMO plan cannot be averaged 

with PPO plan.
 Aetna plan cannot be averaged 

with Cigna plan.
 Kaiser Bronze cannot be averaged 

with Kaiser Silver.

Office of Labor Standards Enforcement

Health Plan Menu
Kaiser HMO Silver:
• Costs e’er $3.25/hr does not 

comply w/ HCSO

Kaiser HMO Bronze:
• Costs e’er $2.95/hr does not 

comply w/ HCSO)

Blue Shield PPO plan:
• Costs e’er $3.63/hr complies with 

HCSO

Anthem PPO plan:
• Costs e’er $3.94/hr complies w/ 

HCSO
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Presenter Notes
Presentation Notes
MAURAEmployer must calculate the value of each plan separately. It cannot combine overall spending. Example: e’er should NOT say: “ALL IN, OUR TOTAL COMPANYWIDE HEALTH CARE SPENDING WAS $XXX.” cannot combine costs of the Cadillac health plan offered to company executives with the low-cost Minimum Essential Coverage plans offered to low-wage employees. Very common for health plans to have wildly varying costs—some that comply w/ HCSO and some that do not. 






Average Expenditure Calculation: Step 1
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Plan Cost 
(claims, 

premiums)
(for that Plan)

Employee 
share of 

cost (for e’ees
enrolled in that 

Plan)

Total 
Employer 
Spend (for 

that Plan)

*Employer spending does NOT include premium contributions from employees! 
You MUST subtract employee share of cost from amounts spent by employer. 

Note that different tiers likely have different costs for employees.

Presenter Notes
Presentation Notes
MAURAThe basic calculation we’re going to be looking at is this. We’ll go into more detail in the next slides. Remember if you have employees paying toward the cost of the plan, those are not employer expenditures. ONCE YOU BACK OUT EMPLOYEE COSTS, IT’S POSSIBLE THAT THE EMPLOYER HASN’T EVEN SPENT ANY MONEY—THE COST WAS BORN COMPLETELY BY THE E’EES THROUGH THEIR PREMIUMS!

mailto:hcso@sfgov.org





Average Expenditure Calculation: Step 2
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Total 
Employer 

Spend* (for 
that Plan)

Total Hours 
Payable 
(for e’ees

enrolled in that 
Plan)

Average 
Hourly 

Expenditure 
Rate (for that 

Plan)

*Employer cost does NOT include carrier refunds to employers!

Presenter Notes
Presentation Notes
MAURAThe basic calculation we’re going to be looking at is this. We’ll go into more detail in the next slides. Remember if you have employees paying toward the cost of the plan, those are not employer expenditures. REFUNDS—money or credits given back to the employer—also do not account towards the spend, which we’ll address elsewhere. Remember you’re calculating each plan separately. So here you’ll do PPO spend, divide by hours of e’ees enrolled in PPO, equals average hourly expenditure for that PPO plan. Then you look at the HDHP plan.  Look at the HDHP spend, divided by hours of e’ees enrolled in HDHP plan, equals average hourly expenditure for HDHP plan. 

mailto:hcso@sfgov.org





Calculation Notes – Employer Costs

• Count only claims paid in 2022 (not claims incurred).  
• Claims paid for dependents enrolled in the plan may also be 

included, assuming those claims are paid by the employer. 
• Remember, if employees pay premiums, you must subtract 

those dollar amounts from the claims.
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Presenter Notes
Presentation Notes
MAURABullet #1: If there are claims incurred in 2022 but not yet paid, they don’t count; however, if they are paid later on in 2022 then they can count towards 2022 calculations. Example of employee going to ER on New Years Eve and bill hasn’t been paid yet.  

mailto:hcso@sfgov.org





Calculation Notes – Included Expenses:
• What is a “claim”?  Amounts paid directly to medical providers. Also 

includes expenditures that qualify as tax-deductible medical expenses 
under I.R.S. Publication 502, sec. 213—as well as medical care, 
services or goods having substantially the same purpose or effect. 
(See Rule 5.11 and Admin. Guidance E.5)

• Some types of reasonable fees may be included as expenditures; for 
example, stop loss insurance. 

• Other fees cannot be included as expenditures; for example, 
consulting fees, or fees associated with compliance with other laws.

• Contact OLSE for more information regarding which fees are acceptable.

13Office of Labor Standards Enforcement

Presenter Notes
Presentation Notes
MAURAAdd a statement here regarding fees. - Stop loss insurance cost is OK to include- Anything that counts as a tax-deductible medical expense in IRC is OK. Examples of fees that are NOT acceptable: the cost of mailing the 1098C form to e’ees, etc. it can be very nuanced—just call our hotline. It’s helpful if you have a description of the product from the vendor. If you have only a vague description like “wellness program,” we will need more information to assess it. 

https://sf.gov/sites/default/files/2022-12/HCSO%20Rules%20Correction%20FINAL%20Posted%2010%2010%202017%20v2.pdf
https://sf.gov/reports/august-2021/hcso-administrative-guidance-0#page-title-01





Calculation Notes—Refunds:

• If employer receives a refund of any type for a “good claims year,” 
the amount refunded may not be included in the expenditure 
calculation (it’s not “money spent” if you end up getting it back!).  

• If employer receives a refund, or confirmation of the refund amount, 
prior to end of Feb., simply subtract that amount from the “claims” 
amount.

• If employer receives a refund after it’s done the Feb. calculations, it 
must do a second round of top-off payments to the HCSO-covered 
employees after it knows the refund amount.
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Presenter Notes
Presentation Notes
MAURARemember, under the HCSO all expenditures must be made irrevocably. So if an amount is paid but then later refunded to an employer, it’s not an irrevocable expenditure. Refunds can play out in different ways—either an employer has a premium amount that’s later refunded, or prepays a certain dollar amount for claims and gets a refund if there are fewer claims than expected.  Sometimes the timing of getting a refund from a carrier doesn’t match up with the HCSO deadlines. So if a refund is issued and the underlying amount had previously been presumed to be an irrevocable expenditure, the amount must be returned to employees in order for the employer to remain compliant.  top offs are discussed in more detail later in the presentation. 






Calculation Notes – Geography and Max Hours
• Employer can opt to average total costs and total hours for:

A. all employees in the plan (nationwide), or

B. all “Covered Employees” (San Francisco only) in the plan, or

C. Expenditures for all employees in the plan nation-wide and an 
estimated hours per employee of 172 hours per month.  

• Note: HCSO requires expenditures for a maximum of 172 Hrs./Mo. So, a 
full-time employee will have 2064 hours in a year (not 2080). 
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Presenter Notes
Presentation Notes
MAURAThree options for this calculationA. Most frequently used�B. C. Some employers have said that it’s not possible to match up employees in a particular SF uniform health plan with the total hours for those individuals. In that case, you can assume all employees are FT  If Options A and B are not feasible b/c the employer cannot match employees in a particular plan with their hours, the may use total expenditures for # e’ees enrolled, divided by 2064 hours per employee to get an estimate of hours









Calculation Notes – Time Frame
• To be compliant, the employer must demonstrate that “the preceding 

year’s average hourly expenditures meet or exceed that year’s
expenditure rate.” (Rule 5.9(b)).

• OLSE interprets Rule 5.9(b) to mean that a self-funded health plan 
may comply when the employer pays claims as they are incurred, and 
that calendar year’s average hourly expenditures meet or exceed that 
calendar year’s expenditure rate. This is addressed on OLSE’s website 
under Administrative Guidance D10. 

• For example, in early 2023, when employer assesses the cost of its 
2022 plan, it must determine whether the 2022 average hourly 
expenditures met or exceeded the 2022 expenditure rate.
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Presenter Notes
Presentation Notes
MAURA

https://sf.gov/reports/august-2021/hcso-administrative-guidance-0#page-title
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Self-Funded Calculation Example
Option A: Nationwide Average 
Acme Corp has 350 employees enrolled in the self-funded plan. 300 are 
full-time and 50 are part-time employees working 20 hrs/week.
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Total Claims Paid 
by Employer 

Total Payable Hours Average Hourly
Expenditure

Compliance

$1,700,000 300 FT employees 
(x2064 hrs) and 50 PT 
employees (x1032 hrs) = 
670,800 hrs

$1,700,000 / 670,800 
Hrs. = $2.534 per Hr. 
(round to $2.53)

$2.53 per hour falls 
short of the 2022 
Large Employer rate 
of $3.30. 

Do NOT count 
employee’s share of 
premium (subtract it if 
needed)

Include paid vacation hours, 
sick time, etc. (172 Hr. /mo. 
maximum)

Calculation: 
Total Claims Paid / Total 
Payable Hours

Employer must make 
additional expenditures of 
$.77 per Hour Payable to 
each employee covered by 
the HCSO.

Office of Labor Standards Enforcement

Presenter Notes
Presentation Notes
MAURA






Self-Funded Calculation Example
Option B: Covered Employee-only Average 
25 SF employees enrolled in the plan are all covered by the HCSO.
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Claims Paid by 
Employer for SF 
Employees

SF Payable Hours Average Hourly
Expenditure

Compliance

$155,000 25 Employees x 2064 
Hrs. = 51,600 Hrs.

$155,000 / 51,600 Hrs. 
= $3.003 per Hr. (round 
to $3.00)

$3.00 does not meet the 
2022 Large Employer rate 
of $3.30. 

Do NOT count 
employee’s share of 
premium (subtract it if 
needed). 

Include paid vacation 
hours, sick time, etc. (172 
Hr./mo maximum)

Calculation: 
Total Claims Paid / Total 
Payable Hours

Employer must make 
additional expenditures of $.30 
per Hour Payable to each 
employees covered by the 
HCSO

Office of Labor Standards Enforcement

Presenter Notes
Presentation Notes
MAURAGenerally, nearly all your SF employees are going to be “Covered Employees,” but see the OLSE website for more detail about who is covered by this law. 






Self-Funded Calculation Example
Option C: Employer can’t isolate SF claims, and can’t match up 
nationwide hours with nationwide enrollment info.  
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Claims paid for all 
employees enrolled 
nationwide

Use 2064 annual
payable hours 
(172/mo)

Average Hourly
Expenditure

Compliance

$4,100,000 claims 
paid for 950 
employees enrolled

950 employees 
enrolled x 2064 Hrs. = 
1,960,800 Hrs.

$4,100,000 / 
1,960,800 Hrs. = $2.09 
per Hr.

$2.09 does not meet the 
2022 Large Employer rate 
of $3.30. 

*Total # employees 
enrolled during calendar 
year, regardless of length 
of enrollment. 

Use 2064 figure as a stand-
in since e’er does not know 
actual payable hours for 
enrollees.

Calculation: 
Total Claims Paid / Total 
Payable Hours = hourly rate

Employer must make additional
expenditures of $1.21 per Hour 
Payable to each employees 
covered by the HCSO

Office of Labor Standards Enforcement         QUESTIONS: EMAIL hcso@sfgov.org

Presenter Notes
Presentation Notes
MAURA 
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Next Step: Account for Other Health Care 
Expenditures by Employer

• Dental
• Vision
• HSA Contributions (employer only)
• Other irrevocable spending for Health Care Services

Example: Self-funded medical plan is valued at $2.94/hr. 

20Office of Labor Standards Enforcement

Anna is enrolled only in the 
medical plan.

Beth is enrolled in the medical plan 
and the dental plan valued at 

$.12/hr

Carlos is enrolled in medical, dental, and 
got HSA contributions of $.85/hr. 

$3.30 - $2.94 = hourly shortfall 
of $.36 for Anna

$3.30 - $2.94 - $.12 = hourly shortfall
of $.24 for Beth

$3.30 - $2.94 - $.12 - $.85 = no shortfall 
for Carlos (employer exceeded the 

spending requirements)

Presenter Notes
Presentation Notes
MAURA
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QUESTIONS SO FAR? 

Office of Labor Standards Enforcement

Presenter Notes
Presentation Notes
This is how you account for a variety of different spends. NOW THAT WE’VE TALKED YOU THROUGH CALCULATING THE VALUE OF YOUR PLANS. Any questions so far? Remember unanswered questions will be individually addressed after the webinar. After Q&A:NOW THAT YOU’VE CALCULATED VALUE OF PLANS, IF ANY OF THEM FELL SHORT OF $3.30, YOU’LL NEED TO MAKE TOP OFFS TO THE SAN FRANCISCO EMPLOYEES. SO NOW I WILL HAND IT BACK TO JANET WHO WILL TALK ABOUT TOP OFF PAYMENTS



Self-Funded Insurance Plan Top-offs

• If average expenditures fall short of the required amount for 
2022, the employer must make “top-off” payments by 
February 28, 2023.  

• See HCSO Rule 5.10(3):
If an employer with a self-funded/self-insured plan fails to make the required 
Health Care Expenditures during a calendar year, that employer shall have 
until the last day of February of the following calendar year to “top off” the 
expenditures and find another way to spend the required amount on behalf 
of the Covered Employees. 
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Presenter Notes
Presentation Notes
JANET

https://sf.gov/sites/default/files/2022-12/HCSO%20Rules%20Correction%20FINAL%20Posted%2010%2010%202017%20v2.pdf





Self-Funded Insurance Plan Top offs:

Who to make top-off payments for:
• Only employees covered by the HCSO (meaning—working in San 

Francisco).  
• Even if average expenditures were calculated using a nationwide average, 

top-off payments are owed only to the SF employees.

• Payment shall be made on a pro rata basis based on the 
employees’ payable hours during the calendar year. 

• Former employees should also get top-off payments.
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Presenter Notes
Presentation Notes
JANET






Calculating the Top-off Payment: Example
• Nationwide, Acme Employer has 200 full-time 

employees & 50 part-time employees who all 
work 20hrs per week. All are enrolled in the 
same self-funded medical plan. 

• 10 full-time employees and 5 part-time 
employees work in San Francisco and are 
covered by the HCSO.  

24Office of Labor Standards Enforcement

• After completing the uniform coverage calculation, Acme determines 
that its nationwide average hourly expenditure in 2022 was $2.94/Hr. 

• This is $0.36/Hr. less than the $3.30/Hr. expenditure requirement for 
Large Employers in 2022.

Presenter Notes
Presentation Notes
JANETTalk through bullets. We are using the same scenario from the prior slides, about Acme Corp. Now that Acme has calculated the value of its plan, what are the employer’s next steps? The shortfall is nationwide, but ONLY THE SAN FRANCISO WORKERS ARE COVERED BY THE HCSO. So out of the 250 Acme employees on the plan, only the 15 employees in San Francisco are entitled to top-offs 






Calculating the Top-off: Example A
(employer calculated a $.36/hr shortfall)

Payable Hrs
in 2022 per 
Employee

Shortfall/person Employees in 
SF covered by 
the HCSO

Total Top-Off Payment 
Due

Part time 86 hrs x 12 
mo. = 1032

$0.36/hr x 1032 hrs
= $371.52/person

5 5 x $371.52 = $1,857.60

Full time 172 hrs x 12 
mo = 2064

$0.36/hr x 2064 hrs
= $743.04/person

10 10 x $743.04 = 
$7,430.40
$9,288.00 in top off 
payments owed to SF 
workforce

25Office of Labor Standards Enforcement            QUESTIONS: EMAIL hcso@sfgov.org

Presenter Notes
Presentation Notes
JANET
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Self-Funded Insurance Plan Top offs:

How to make top-off payments:
1. Deposits to the employee’s Health Savings Account; or
2. Deposits to the SF City Option program for the 

employee; or
3.  Some other form of irrevocable expenditure.

• Ensure top-off payments can be distinguished from 
expenditures made for 2022.

• OLSE does not manage the SF City Option. Visit 
http://sfcityoption.org.

26Office of Labor Standards Enforcement

Presenter Notes
Presentation Notes
JANETEmployees enrolled in medical insurance will be eligible for the Medical Reimbursement Account (MRA) program and can use your payment to offset their costs for premiums and other out of pocket medical expenses. 

http://sfcityoption.org/





Top-offs with refunds
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• Prior example: at the end of 2022, Acme Co. calculated a $.36/hr
shortfall and made top-offs accordingly by Feb 28, 2023.

• However, in May 2023, Acme receives a refund from its carrier. 
Acme recalculates the value of its self-funded plan and determines 
the true shortfall was $.89/hr. 

• Employer must now pay the remaining $.53/hr shortfall within 30d.
Feb 2023 topoff June 2023 topoff

Part time: $0.36/hr x 1032 hrs = 
$371.52/person x 5 PTEs = $1,857.60

Part time: $.53/hr x 1032 hrs = $546.96/person
x 5 PTEs = $2,734.80 

Full time: $0.36/hr x 2064 hrs = 
$743.04/person x 10 FTEs = $7,430.40

Full time: $.53/hr x 2064 hrs = 
$1,093.92/person x 10 FTEs = $10,939.20

$9,288.00 in top offs made to 15 e’ees $13,674.00 in additional top offs made to 
same 15 e’ees

Presenter Notes
Presentation Notes
JANETWithin 30d of getting the calculated amount of the refund. (if the refund is just credited into the next year and not actually paid out, the 30d stems from when you get the dollar amount calculated from the carrier)






Top-off payments are not part of the 
value of the plan!

Example: Employer calculates the value of the Plan at $2.73/hr in 
order to comply, employer must make top-offs of $.57/hr.  Only the 

combination of the Plan with the timely top-off gets employer to the 
$3.30/hr required for compliance.  But the value of the plan itself is 

only $2.73.  

28Office of Labor Standards Enforcement
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Reminder: remote work

• The definition of “Covered Employee” under the HCSO stems on where the 
work is performed. 

• If an employee previously worked at a job site in SF, but now works 
remotely from home, look at where the employee lives. If she lives in SF, 
she is still a Covered Employee.  If she does not live in SF, she is no longer a 
Covered Employee.  

• Conversely, if an employee previously worked at a job site outside SF, but 
now works remotely from home inside SF, she is now a Covered Employee 
even though she hadn’t been previously.

• If an employee is entitled to a top-off payment, but worked in SF part of 
the year and outside SF for part of the year, her topoff is based on her 
payable hours only (payable hours is reflective of work performed in SF)
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Other requirements: recordkeeping
• Annual reporting—April of each year
• Employers must keep records for 4 years.  (Rule 7.2)
• Self-funded employers should keep records of the following:

• Calculation for expenditures of the self-funded plan(s);
• Underlying data (record of claims paid, enrollment records, etc).
• Calculations for determining the amount of the top-off payments;
• Underlying data used to calculate the individual top-off payments 

(employee payroll records)
• Copies of communications to employees regarding the top-off 

payments.
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Presentation Notes
JANETAll employers have a recordkeeping requirement, but what does this mean in the context of a self-funded employer? Make a comment about how they can reduce the likelihood of an audit if they have these records and can provide them to e’ees or OLSE upon request. SWITCH BACK TO MAURA
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Best Practices for Self-Funded Employers
NUMBER 1: COMMUNICATE WITH YOUR EMPLOYEES

(If you don’t, they think you’re not complying with the HCSO!)

• Inform employees that they’re enrolled in a self-funded plan.  
Start this communication during open enrollment and in 
advance of significant benefits transitions (ie, switching from 
fully-funded to self-funded).

• Tell employees (current & former):
• what the average spending was on the self-funded plan, 
• the dollar amount of the top-off payment, 
• and where the payment will be made.

• Consider using the Sample Letter on OLSE’s website. 
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MAURA. Give them the spiel about all the hotline calls we get simply bc e’ers don’t communicate. Give example of employees not understanding why their benefits differ from their peers. 






Best Practices for Self-Funded Employers
If the payment is being made to the City Option 
program:

• Employer must inform employees the contribution has 
been made;

• Questions about the City Option should be directed to the 
City Option program, not OLSE.

• Employer inquiries: (415) 615-4492; employerservices@sfcityoption.org
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Best Practices for Self-Funded Employers
NUMBER 2: HAVE A KNOWLEDGEABLE POINT PERSON

(If you don’t, OLSE may think you’re not complying with the HCSO!)

• Employees are likely to have questions regarding why they 
are/are not getting a top-off payment.

• If employees cannot get their questions answered by their 
employer or benefits administrator, they are likely to contact 
OLSE.

• If OLSE also cannot get questions answered in a timely 
manner, the employer is likely to be audited. 
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MAURA Give the example of a compliant employer who outsources their HR hotline and has all benefits inquiries routed to someone at an 800 number who knows nothing about the law.






Best Practices for Self-Funded Employers
NUMBER 3: BE PROACTIVE GOING FORWARD

• If you expect to have a large shortfall at the end of 2023, you can avoid 
a large payment in February 2024 by making top-off payments 
throughout the year. 

• This is not required, but can help the employer spread out payments 
over time rather than being surprised at the end of the year.

• If you had a large shortfall for 2022, you may want to examine the 
employee share of cost.  If that decreases, more people enroll,  
employer spending increases, and shortfall may be smaller next time. 

• See the examples on instruction form. 
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MAURA Stress that this method is voluntary, it is not required, but we’ve gotten feedback and from employers and brokers that this has helped them manage the size of the Feb payment. Especially for e’ees who are enrolled only in a dental plan. 






• Sign up for OLSE updates (note: San 
Francisco passes new labor laws every 
year!)

• OLSE HCSO Website
• Self-funded instructions & examples
• Rules & Administrative Guidance
• Sample letters to employees

• Email us: HCSO@sfgov.org
• Call us: (415) 554-7892
• Remember: if you have compliance 

problems, we can give you advice. 

HCSO Resources
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For more information on the HCSO, please visit our website, sign up for updates, attend our monthly webinar, email and/or call us. PLEASE NOTE MOST CITY WEBSITES WERE UPDATED IN LATE 2022. YOU MAY NEED TO CHANGE BOOKMARKS. SCREENSHARE SO THEY CAN SEE HOW TO GET TO THE HCSO AG ETC. DO A SCREENSHARE TO SHOW NEW WEBSITE AND HOW TO FIND AG, ETCOur office offers technical assistance and an employer hotline for each of these laws.  We encourage employers to call us with questions and we can talk you through the laws and any concerns you have about your compliance. 

https://signup.e2ma.net/signup/1950943/1936532/
https://sf.gov/information/understanding-health-care-security-ordinance
mailto:HCSO@sfgov.org
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If we have time. Unanswered questions will be individually answered w/in 48h (approximately)/ 
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