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Do you remember when you were in grade school and on a
snowy winter morning you would anxiously sit around the
radio or TV waiting to hear if school would be cancelled for
the day? And the excitement you felt when you heard there
was no school for the day! On February 2nd Cedar Falls, as
well as most of us, had a snow day. We all knew it was coming so it was no big
surprise. However, the next day Cedar Falls had a second snow day. It did not
snow very much the day before, so for me this was quite unexpected. When the
phone rang letting me know there was no school, I was so excited knowing all of
my meetings were cancelled for the day and I could get some actual work done.
The more things change, the more things stay the same.
We have all turned our calendars to 2016 and as we read and listen about the
Legislature and their discussions concerning school funding, are you beginning to
feel like Bill Murry in the movie “Groundhog Day?” Didn’t we just experience this
last year? And in 2014? As an Iowa School Business Official, we must continue to
look forward and plan for contingencies in everything from funding, to contract
language changes, to staffing changes. While we cannot directly control some or
all of the uncertainty, as leaders in our schools and communities we are looked
upon to provide direction in an ever changing environment. Thank you for your
leadership.
And while we are talking about leadership, I had the opportunity to attend the
2016 ASBO International Executive Leadership Forum. Approximately 280 ASBO
International members, including six IASBO members, attended the forum. We
were challenged in many ways, both from an organizational and personal
perspective. I would encourage each of you to consider attending this forum.
You will have the opportunity to meet school business officials from across the
country and world as you learn about leadership skills and practices.

Our winter regional meeting was a very informative session with an update on the 2016/17 school year
budget and proposed changes to the fair labor standards act. Special thanks to Lisa Oakley and Rebecca Reif
for their presentations.
Our spring conference (family reunion) and vendor show is set for March 30 & 31, 2016 at the Scheman
Center on the Iowa State University campus in Ames. I look forward to seeing you and taking in all the
professional development opportunities as well as visiting with the various vendors during the conference.

One of the takeaways I had from the Executive Leadership Forum centered on time management. Of course
the discussion centered on the work day, but it was reported that the current and next generations of
employees are putting a greater value on personal and family time. They frown on working longer than eight
hours a day. This started me thinking about the balance between my personal and work time. So, how do you
balance your time? Kenny Chesney gets to the point in his song “Don’t Blink”,
“Best start putting first things first, Cause when your hourglass runs out of sand you can’t flip it over
and start again”
Are you putting first things first? How are you balancing your time between family and work? Some days time
appears to go so slowly the day will never end. Other days you look back and ask “it was that long ago
already?” or “I thought it was just yesterday”. Being a great leader is making sure you take the time to
balance your personal and professional life. After all, your family and friends will be the ones who will stand
by you when you need it most.

Doug
Doug Nefzger
IASBO President 2015‐16
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GAME NIGHT
AT IASBO SPRING CONFERENCE
JOIN US FOR SOME FUN SOCIAL INTERACTION
WEDNESDAY NIGHT MARCH 30
ALUMNI CENTER
7:00 PM - 10:00 PM
HORS’DOEVRES ** CASH BAR

A FEW OF THE GAMES TO SELECT FROM

DOOR PRIZES EVERY HALF HOUR
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IASBO Spring Conference
Annual Meeting and Trade Show
The IASBO Spring Conference will be held Wednesday, March 30 and Thursday, March 31 at
the Scheman Center on the ISU Campus in Ames. Registration is available on the IASBO
website. All sessions except the Crackerbarrels will be eligible for SBO Authorization
Renewal Credit.
Members are encouraged to invite their Facility Directors to this conference on Wednesday to participate in sessions
created around the Facilities topics. The Trade Show is also open to Facilities people in attendance. A special Facilities
Director one day registration price of $35 is available.

Wednesday, March 30
Registration begins at 7:30 with opening comments at 8:30.
8:45-9:45 Opening General Session
Keynote speaker Colonel Art Athens, USMCR (Ret) will speak on “The Power of Integrity”. Integrity is essential
for living lives of purpose and impact and building teams founded on trust and commitment. This presentation answers
four key questions:
1.
2.
3.
4.

What do we mean by integrity?
What does integrity look like in action?
How does a leader maintain his or her integrity, particularly in challenging circumstances?
How does a leader create an organizational climate of integrity?

Trade Show Opens at 10:00 and continues until 3:30
Breakout sessions:
10:30
Public Use of School Facilities – Eric Beron, DLR Group will discuss the use of school facilities by the public safely
and securely by using simple techniques to separate the public spaces from the secured/private areas.
403b Best Practices for SBO, Linda Segal Blinn, Voya will present best practices that a school district may implement
for the school district’s 403(b) plan to align internal controls with IRS regulations.
Crackerbarrel – Shared Business Managers
11:00
Exchange Insurance Purchasing, Brian Huinker, Midwest Benefits will answer the following questions: How can
education about Iowa’s health insurance exchange benefit your employees and community? How does the exchange
process work? Who are the best candidates? What are the negatives with the exchange? How can the exchange benefit
your health plan?
11:15
OSHA Requirements, Mike Whitmore, OSHA will discuss mandatory reporting/recording requirements under the
OSHA recordkeeping standard.
11:30
Lunch is available from 11:30 – 1:30
Crackerbarrel – Small School
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11:45
403b Best Practices for SBO, Linda Segal Blinn, Voya will present best practices that a school district may implement
for the school district’s 403(b) plan to align internal controls with IRS regulations. This session is repeated from 10:30.

12:30
ACA Cadillac Tax Strategies, Monica Schermier, American Fidelity - Many employers are understandably
overwhelmed by the magnitude and dynamic nature of the Patient Protection and Affordable Care Act (ACA). This
educational seminar will explore the provisions of the ACA that impact employers as well as answer frequently asked
questions about the rules. We will also help identify resources available for those who would like additional information or
assistance. Topics included during the presentation: The Employer Mandate Internal Revenue Code Sections
6055/6056 reporting Next steps on the Excise Tax on High Cost Plans (Cadillac Tax)
Crackerbarrel - Large School
Solar/Wind Power, Ron Peeler, Ahlers Law – will address legal issues related to a school’s authority to finance and
contract for solar and wind power. Options related to equipment acquisition and financing and issues related to leases,
lease-purchases, power purchase agreements and competitive bidding will be examined.

12:45
Technology Infrastructure, Craig Park, The Sextant Group, This program explores emerging pedagogies and enabling
technologies and the related planning, design, infrastructure and budgeting issues that institutions, planners, architects,
and designers face in designing contemporary buildings for education.

1:00
Retirement Planning, Steve Harder, Horace Mann, will share information on how to select a financial advisor, how to
answer questions from staff and a review of the retirement pieces for those employed in Iowa schools

1:30
Crackerbarrel – Medium School
1:45
ACA Cadillac Tax Strategies, Monica Schermier, American Fidelity - Many employers are understandably
overwhelmed by the magnitude and dynamic nature of the Patient Protection and Affordable Care Act (ACA). This
educational seminar will explore the provisions of the ACA that impact employers as well as answer frequently asked
questions about the rules. We will also help identify resources available for those who would like additional information or
assistance. Topics included during the presentation: The Employer Mandate Internal Revenue Code Sections
6055/6056 reporting Next steps on the Excise Tax on High. This session is repeated from the 12:30 session.

2:00
How to Have Crucial Conversations at Work, Greg Robinson, ISU Professor - During this session, participants will
gain insight into how best to deliver important information, based on the selection of greatest hits learned from various
authors and researchers who have studied this area of communication. Needless to say, this will be done with the use of
humor so that participants will feel safe to relax, listen, . . . and possibly share with a neighbor what they have learned,
both here and at home!
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Safety in Schools, John Whitlock, BLDD Architects - Your primary mission is to educate students and prepare them for
the future, but providing a safe environment for both your students and staff is a necessity as well. But how do you prepare
for security threats without creating an environment reminiscent of a prison? Our school safety and design experts will
walk you through the history of school violence and how code requirements affect school design, discuss how simple
design adaptations can passively improve school security, and how you can train your students and staff to respond to a
security threat.

2:15
How Do You Fund Technology, Nick Lenhardt, Des Moines Public Schools - The course will provide the steps a
District needs to take to implement a digital learning environment. It will also discuss how to set up replacement
schedules, what funding sources are available, and roadblocks to implementation.

2:30
Crackerbarrel – AEA

3:30-4:30 Closing General Session:
Take This Job and Love It, Dr. Alan Zimmerman - The world of work has become more challenging. With more work,
fewer people, tighter budgets, and less time, such things as morale, energy, and attitude often take a hit.
And negativity increases. Comments such as, “It won’t work here … We’ve always done it this way… and …That’s not my
job” become more familiar.
Indeed, work-life balance may seem more like a never-gonna-happen fantasy than an ever-present reality.
The good news is you can create a positive workplace that is less stressful and more exciting … where satisfaction and
fulfillment are the rule, not the exception. You can create a lifestyle that is relatively free of stress.
You don’t have to feel stuck, helpless, overwhelmed or exhausted … even if your work schedule is highly demanding. And
you don’t have to choose between your career and your family IF you apply the simple work-life balance strategies detailed
in this program.

5:15
Fun Run/Walk – 4K beginning at Ames Middle School

7:00 – 10:00 Social Event – Game Night at the ISU Alumni
Center

Thursday, March 31
7:30 – Coffee, Rolls and other breakfast items

8:15 – ISBMA Announcements
General Sessions:
Ethics in the Workplace – Galen Howsare - Participants will
complete a worksheet prior to the session that will help them define
their code of ethics and moral quotient. Dr. Ethics will then go over
6

those results, ask questions and facilitate table conversations to further enhance their personal understanding of various
issues in the workplace that apply those principles. Participants will be encouraged to replicate this experience in their
own work environments.
GASB and You – Scott Reeser, GASB Project Manager, will take a look at recently issued financial reporting standards
for fair value, other postemployment benefits, and tax abatements as well as issues currently being deliberated by the
Governmental Accounting Standards Board.
DE Update, Jeff Berger, DE, will cover the following topics:

1.
2.
3.
4.
5.
6.
7.
8.
9.

Sales tax changes - impact on schools
State Categorical Funding, permissive uses and the law
Legislative changes
Work being done on the repeal of 2029
ESSA Reauthorization
Facilities application
New DE Address table on Portal - what data is requested
Follow up on Activity Fund regulations
Indirect costs vs. administrative cost

11:45 – 12:45 – Lunch – Mentors and Protégé’s will eat together in a separate room
12:45 – 4:45
Initial Authorization Sessions – These sessions are required for those working on their Initial SBO Authorization.
12:45-1:45
Moody’s Rating, Matt Gillaspie, Piper Jaffray - Participants will gain a better understanding of the Bond rating process,
of what can be done on a local level to improve the result of a bond rating review and of the long term impact a bond rating
may have on the overall cost of financing infrastructure improvements.
Personnel Matters & Iowa’s Sunshine Law, Charles Smithson, IPIB Executive Director, will present an overview of
the open records laws and open meetings laws with particular emphasis on issues faced by school business officials.
Corresponding administrative rules and court decisions will also be discussed. This session is intended to give
participants the tools necessary to help avoid government transparency problems.
GASB 68, Andy Nielsen, State Auditor’s Office, Participants will understand:
•
•
•

the basic concepts of reporting pension information required by GASB 68.
how to find and use the available resources to compute and report the District’s proportionate share of IPERS’ net
pension liability.
how to prepare the footnote and required supplemental information required by GASB 68.

Network Security, Cloud, Office 365 – Scott Crosby, EnCompass, General Manager. Participants will understand:
•
•
•

how to utilize cloud hosting services and will be able to implement cloud hosting services.
how to utilize office 365 and will be able to implement office 365.
how to utilize security of their technology network and will be able to implement security of their technology
network.

2:00 – 3:00
Creating Financial Dashboards, Shawn Snyder, IASB. Participants will
•
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review the important aspects of monitoring and planning district budgets.

•
•

learn how they can access and use the Financial Focus tool and communicate this information to their Board
members.
learn of other tools available to them on the IASB website.

How to Promote the SBO Position – Angie Morrison, Linn Mar CSD, Ed Chabal, Mt. Pleasant CSD, Shirley Maxwell,
Red Oak/Stanton CSD, Kristy Haxmeier, Maquoketa CSD. The course will provide participants with ideas and items to
share with their Boards, Superintendents and Community to promote the position of SBO, share their knowledge of school
finance and keep patrons better informed in regards to the District Business Office and the position of the District.
Internal Controls, Heidi Hobkirk, RSM - This session will include the basic concepts of internal controls along with
common issues in internal controls and potential ways to resolve these issues.
Accounting for Construction Projects, Kurt Subra, Heartland AEA and Calli Landenberger, North Polk CSD Participants will learn basic methods of accounting for construction projects, including construction in progress and
establishing the related fixed assets. Examples from two Iowa school districts will be used to illustrate the accounting
issues with an emphasis on general ledger and CAR reporting.

3:15 – 4:15
Communicating Financial Realities, Steve Graham and Sherry Luskey, Cedar Rapids CSD - We will draw upon our
knowledge and experience within the CR Schools in the area of Communicating Financial Realities. We will assemble an
assortment of handouts showing how we communicate financial realities to our Board, Staff and public at large.
Iowa Pupil Transportation Bid Program – Randy Bennett, DAS Purchasing Agent – This session will provide
training on using DAS Procurement web site to order Buses
How to Prepare for Audit – Heidi Hobkirk, RSM - This session will discuss how to prepare for an audit including best
practices, suggestions of information to gather throughout the year, and other tips.
Accounting for Construction Projects – Kurt Subra, Heartland AEA and Calli Landenberger, North Polk CSD Participants will learn basic methods of accounting for construction projects, including construction in progress and
establishing the related fixed assets. Examples from two Iowa school districts will be used to illustrate the accounting
issues with an emphasis on general ledger and CAR reporting. This session is a repeat of the 2:00 session.

Sodexo Education
3020 Woodcreek Drive Suite B
Downers Grove, IL 60515
Phone: 312-802-3731
Fax: 630- 810-9488
doris.timmen@sodexo.com
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New process to register SBO
renewal credits to be used at Spring
Conference.
Credit for SBO renewal will be managed with a bit higher level of
technology than the old paper and pencil on a clipboard approach. Name
tags will include a code to be scanned as attendees exit sessions. Listen for
the beep and go on your way. The name tag just needs to be visible to the
scanner (iPod) and away from glaring reflection. When you hear the
“beep” all is good. (The pic makes it look like target practice but really
works best within a couple of feet)

Thirty new SBO attended the Certified Budget session in late January to learn what is behind all the lines on the Aide &
Levy and Certified Budget forms. Patti Schroeder again presented the session.

9

3 Ways to Make Difficult People Less Difficult
"You've got to keep your dreams alive and not let the
Critics snuff them out."
Difficult people are everywhere. They're the ones who cut you off in traffic or show up in the express checkout line with
a cart full of groceries. Or they're the ones at home or on the job who zero in on your weaknesses, giving you too many
critical looks or stinging comments.
These difficult people may be a part of your daily life. They may be co‐workers who make every workday a struggle, or
they may be relatives who have a knack for ruining every get‐together.
These difficult people may even be a part of your past, but deep inside, they're still bugging you. Maybe you left home
years ago, but memories of a parent's put downs continue to haunt you. Or maybe an ex‐boss so destroyed your
confidence that you've never quite recovered.
What can you do if you're forced to interact with difficult people? You will find some of the answers in my Journey to the
Extraordinary Experience.
What can YOU do with the difficult people in YOUR life, starting right now? After all, you may not be able to avoid all the
difficult people. And you may not be able to turn every difficult person around. But there's quite a bit you can do to
make these encounters less upsetting.
1. Let Go of Your Expectations.
As author Joyce Landorf says in her book Irregular People, difficult people are deaf, dumb, and blind when it comes to
your feelings. As she puts it, these folks cannot or will not be sensitive to your emotional needs, no matter how much
you explain or beg. What's worse, they may not even be capable of giving you an apology.
So let go of your expectations. Most of the time, you won't be able to change difficult people or “clean” them up.
It's like the man who was traveling through cannibal country. He came across a cafeteria deep in the jungle. A sign on
the roof advertised the cost of each entree. There was fried missionary for three dollars, sautéed safari guide for five
dollars, and baked politician for twenty‐five dollars.
The fellow asked why the politician cost so much more than the other dishes. “Ever try to clean one of those things?”
replied the chef.
Likewise, you won't have much luck “cleaning” up difficult people. So if you don't expect too much from them, you won't
get nearly as hurt or upset when you're interacting with them.
2. Get Some Understanding of Difficult People.
You don’t have to agree with or like difficult people, but you will be better off if you understand them. You’ll be in better
shape to handle them.
So go ahead and get some more information. You can never have too much.
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One salesman learned that when he came up to a country store and saw a gentleman who was rocking back and forth
on the porch with a dog lying next to him. The salesman said, “That's a beautiful dog. Does your dog bite?”
“Nope,” said the man in the rocking chair. So the salesman reached down and patted the dog, which of course leaped
up, grabbed the man's arm, and took a hunk.
The salesman said to the man, “I thought you said your dog doesn't bite.” The man said, “He doesn't. But that's not my
dog.”
You have to get some more information and understanding of difficult people. You've got to recognize there are several
types of difficult people, each one requiring a different strategy from you.
However, no matter what kind of difficult person you encounter, in every case your goal is to change the way you
interact with them, not to change them personally.
For today’s purposes, let me suggest what you can do with one of the most common types of difficult people … the
Critic.
3. Restrain the Critic.
Critics think they're just being helpful, but in reality they're bossy, arrogant, and nitpicking. They act as though they
know it all, as they find the cloud in every silver lining. They think like author Gore Vidal, who said, “There is no human
problem which could not be solved if people would simply do as I advise.”
Without some intervention on your part, the Critic can deflate your self‐esteem and drain your energy. You need to
restrain the Critic once in a while.
Learn to deflect their arrows. Critics often say things that are quite hurtful and you may not know how to respond. You
may listen to what s/he says and then replay the conversation in your head for hours afterwards. You may go through
days of agony before you think of a good comeback.
You need a response that doesn't require much thought when you're still feeling numb from the bite of the Critic's
words. Sometimes you can stop a verbal assault by firmly saying, “Excuse me. That sounded like a put down. Did you
mean it that way?” Such a response gives the Critic a chance to rethink his/her remarks, while making them realize you
are aware of the negative emotional overtones.
In other words, you deflect the subtle manipulation. That's what one young pastor learned to do. The congregation had
had the same pastor for many years, but when he retired, the hiring committee found that the new crop of pastors had
very different ideas about a pastor's duties.
When the hiring committee finally found and signed on a bright young man to lead them, they were upset when he
started to make a lot of changes, which resulted in budget increases. One change was hiring a man to care for the
extensive church lawn and grounds.
The budget committee decided it was time for a talk and called a meeting. “We see that you have hired a man to take
care of the church grounds,” they began. “Indeed, I did,” replied the young pastor, “and he does a fine job of it too.”
“Yes,” replied the spokesman. “But we wondered if you knew that our previous pastor took care of the grounds
himself?”
“Yes, I did know that,” said the young man. “And?” prompted the spokesman.
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“And I called him,” replied the young pastor, “but he doesn't want to do it anymore.”
You can also set limits on the criticism you'll accept. For example, try saying something like this when a person is
overstepping the boundaries: “You may criticize anything I do, but don't tell me how to correct my relationship with my
brother. For right now, that's my business.”
I'm not suggesting you write off Critics and all that they say. There may be some truth or helpful insights in what they
say. I'm simply suggesting that you need to take care of yourself and put things in perspective. In other words, the
Critic's comments may be important, but ultimately what you decide to do is most important. You've got to keep your
dreams alive and not let the Critics snuff them out.
Final Thought: If you're tired of the rat race, stop associating with rats.
Copyright ©2016
Zimmerman Communi‐Care Network
800‐621‐7881
Alan@DrZimmerman.com

General Session presenter at spring 2016 Iowa ASBO conference
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Educators have a student loan debt problem that is affecting their finances, happiness,
and in some cases, making them reconsider their career.
How to deal with the considerable student loan debt in the United States is a source of
increasing debate. The average student loan debt of a 2013 college graduate was
nearing $30,000, and the total student loan debt across the country is $1.2 trillion—
second only to mortgages as a source of consumer debt.
The stress of the debt burden is wearing young people down. College graduates with high student loan
debt were less happy, more stressed, and even reported worse physical health than their peers with
lower levels of debt, according to a 2014 Gallup survey. Student loan debt is also causing new college
graduates to delay life milestones like getting married, buying a house or saving for retirement,
according to Bankrate.com, a personal finances website.
Adding to the pressure is that while the cost for a college degree continues to go up, many educators
are receiving no or minimal salary increases.
Seventy-one percent of educators agreed that
student loan debt is a primary motivator for young
teachers deciding between staying in the
profession or switching to a career that pays
better, according to a survey by Horace Mann, an
insurance and financial services provider for
educators.
Options for reducing student loan debt
Federal programs can help educators reduce their
monthly student loan payments or have portions of
their loans forgiven, but many educators aren’t
aware of these or think they don’t qualify.
For example, educators are eligible for
cancelation of up to 100 percent of a Federal
Perkins Loan if they teach special education,
math, science, foreign languages, bilingual
education or any field with a shortage of qualified
teachers as defined by a state education agency.
Teachers who spend five years working in a lowincome school are eligible for up to $17,500 of
13

their Stafford/Ford federal loans forgiven.
In addition, educators can change repayment plans to one of several based on income. Those with lower
levels of income can have monthly payments decreased.
Find information on all these programs and application forms on the Federal Student Aid Office website
at studentaid.ed.gov.
However, these programs can be tricky to navigate and aren’t the right decision for all circumstances.
As part of its commitment to helping educators plan for a successful financial future, Horace Mann
offers free workshops to explain the different programs and eligibility requirements.
To request a workshop in your district, contact Steve Harder, Horace Mann steve.harder@horacemann.com
.
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The Significance of Ethics for Military and Professional Life
(from a book by George Lucas as promoted by Diamond 6 Leadership)
Ethics is of utmost importance: ask the CEO’s of leading corporations or America’s military leaders. Yet, at the
same time, we might just as well dismally conclude that ethics is of no significance whatsoever! Just witness
the private proclamations and even more the behavior of some of those same kinds of leaders when it comes
to understanding, believing, and practicing what they preach.
Ethics is a bit like one of its key components: lying and truth-telling. No one publicly celebrates or advocates
telling lies. Everyone testifies to the importance of the Truth. Yet everyone lies, and does so often: to spouses,
children, friends, business associates, and the IRS – and usually feels that it is necessary or justified – at least
in their very own “unique and exceptional” individual case.
Is this simply hypocrisy on our part? We say one thing and do the opposite? Or is it evidence of something
even more complex.
I suggest that anyone puzzled or troubled by this apparent paradox simply try cross-examining
those who proclaim to believe in the importance of ethics, and ask them further what they
themselves understand and mean by “ethics.”
I predict that you will get a wide range of responses. Some people will quote a dictionary or
encyclopedia definition, about living a “good and honorable life,” or consistently trying to “do what is right.”
Others may cite beliefs in the inviolability of certain moral principles (such as “truth-telling,” above!), and go on
to relate these moral principles to important religious or philosophical teachings from wise men or great
leaders. Others may think that the lifelong cultivation of moral virtues and “good character” is the key to ethics.
But they will seldom cite the same religions, the same “great leaders,” or the same moral principles. They will
often disagree, in fact, on what virtues are most important (is it courage or honor, loyalty or trustworthiness?).
And this is because, finally, each person you consult will think these are all matters of highly variable personal
conviction or opinion. In fact, about the only thing that people seem to agree on is the belief that “ethics” is a
matter of personal or cultural opinions about right and wrong, and that there is little or no commonality among
or between distinct individuals or cultures other than what “ethics” itself actually is.
That view is widely held. But that does not mean it is true or accurate.
What it does mean is that those who believe it are exempt from having to search deeply for better answers or
firmer foundations for justifying moral beliefs. Instead, we are free to attribute bad behavior to the different
beliefs about ethics by others respecting what constitutes right and wrong, rather than to wonder whether they
(or we) might be mistaken about some of those beliefs. As a result, apart perhaps from self-interest, there
seems to be little in the way of a shared conception of the Good at which right moral actions should aim.
Interestingly, such views fare less well within well-defined professions, like medicine or the military. Members
of a professional community, engaged in a common enterprise like health care or defense of the nation, are
less free to “go their own ways” with respect to moral beliefs. They share a conception of the Good at which
their common professional activity aims: e.g., the health of their patients, the security of their citizens (in these
two instances). They are thus compelled, whether they wish to or not, or always realize it or not, to engage with
each other in a search for better or worse means of attaining or achieving those ends.
Assuming only a good-faith commitment to the practice of their profession, that is to say, the members of that
profession are compelled to engage with each other about the proper practice of their profession. They are led
to generate a common code of practice and ideals of best practice. And often, in reflecting upon some of the
worst tragedies and disasters that befall individual members of their profession, they are led to further specify
clearly the boundaries of acceptable professional practice, and the definition(s) of professional malfeasance.
(This is what doctors did, for example, after World War II, in what is known as the “Nuremburg Code.”)
15

But that is precisely what “ethics” itself is: the discernment, through reflection upon our practices, of both the limits
on acceptable conduct, as well as upon the standards and ideals upheld within the best practices of our profession.
Often this process involves teaching these ideals and limitations on acceptable behavior to new recruits or initiates
as an orientation to the profession, or else “publishing” them to the wider community in the form of a Code of Ethical
Conduct to help our fellow citizens know who we are, and the values for which we stand (as well as to remind and
guide our own members toward the fulfillment of these ideals).
At least in these important instances, where there is some prospect of sharing a common notion of the Good, there
is less debate about what “ethics” itself is. “Ethics” consists of a commonly-forged and widely-shared conception of
proper conduct of our lives and affairs in the wider world. In the wider world, in turn, we
rightly hold to account the physician or the soldier – or for that matter, the teacher or the
clergyman, the lawyer or the journalist – for living and practicing in accordance with the
highest ideals of their chosen professional practice, while simultaneously avoiding
transgressing the limits on acceptable professional conduct.
This is “professional ethics.” We are entitled to hold ourselves accountable for living up
to these standards, or, when required, to sit in judgment of those who fail to do so.
There is nothing self-righteous or sanctimonious about demanding that we all live according to the rules, laws, and
ideals to which we have all voluntarily agreed, and that we all have freely shared in forging.
This, in turn, offers at least a clue about what “ethics” itself consists of in the wider world: an even broader call each
and every one of us – whether doctor, lawyer, soldier, or citizen – to commit ourselves to proper, principled action,
while continuously reflecting on the better and worse ways of living well and doing Good in our world, striving always
toward the realization of the highest ideals of being a human being, as such. That is the proper understanding, and
the proper practice, of “ethics.”
George Lucas is Distinguished Chair in Ethics Emeritus at the U.S. Naval Academy, and Visiting Distinguished Research Professor at
Notre Dame University. His latest book is Military Ethics: What Everyone Needs to Know (New York: Oxford University Press, 2015).

16

Iowa ASBO at the IASB
Convention
IASBO President, Doug Nefzger, and President Elect,
Melissa Fettkether are shown getting ready to
present their session at the November IASB
conference. It was titled “Improved Worker Safety
Can Lead to Reduced Worker Comp Payuts.”

Clint Farlinger, Howard Winnishiek SBO, is shown
during his at the IASBO conference on “the Buckets
of Iowa School Finance.”

SAVE THE DATE!
The Iowa School Business Management will be holding its
Spring Academy on April 27‐29, 2016, in the Scheman Building at the
ISU Center in Ames. Sessions for Levels I‐IV will be held over the three days,
with the Graduate Level sessions held on April 28 & 29. Online registration at
http://www.education.iastate.edu/isbma.html will begin on Friday, March 11.
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Cafeteria Plan Background
A cafeteria plan is a benefit structure governed by IRS Section 125 that
allows employees to receive benefits on a pre‐tax basis. Structure of
these plans can vary from simply allowing benefits to be deducted on a
pre‐tax basis to providing employees with benefit dollars to distribute
based on individual needs. Cafeteria plans and their rules have remained
relatively unchanged for many years.
Benefit dollars provided through this structure have traditionally been
considered employer contributions towards benefits.
Cafeteria Dollars and the Employer Mandate
In December of 2015, the IRS published clarifications for how employers
should treat cafeteria dollars for Employer Mandate Affordability. These
strict rules from the IRS narrow the conditions in which these dollars
continue to be considered employer contributions.
The employer cafeteria contribution is allowed to reduce the employee
contribution if the following conditions are met:
• The employee may not opt to receive the amount as a taxable
benefit;
• The employee may use the amount to pay for minimum essential
coverage, and
• The employee may use the amount exclusively to pay for medical
care.
An employer contribution that does not meet IRS guidelines does not count as an employer contribution and does not
offset the cost of coverage for Affordability purposes.
Organizations should review their plan documents and practices to determine if employer cafeteria dollars are
considered to be employee contributions to premium. This ruling will impact Affordability most among employees
whose income is generally lower.
Transition Relief:
Because this ruling impacts Affordability for groups that provide these contributions, the IRS has provided some
transition relief that delays impact. The IRS has allowed that for plans beginning prior to 1/1/2017, employer
contributions that do not meet guidelines can continue reduce the employee’s required contributions. This relief is
provided for arrangements adopted before December 16, 2015. Transition relief is not provided to plans that
substantially increase the cafeteria contribution after December 16, 2015.
Options
Employers have several options to address this change.
No Change:
The IRS has not prohibited these arrangements going forward. Rather, the method of the Affordability
calculation will change for the plan year beginning after 1/1/2017.
Employers may keep the existing structure of the cafeteria plan and adjust how they report the cost of coverage
for employees. This option could result in fewer employees being offered ACA Affordable coverage.
Change Cafeteria Structure:
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Employers can adjust their cafeteria plan structure to comply with the IRS guidance. This option allows for a
similar plan structure, while shifting contributions to be considered employer dollars. For example, remove the
cash out option for cafeteria dollars.
Employer Paid Single Premium:
Employers that shift medical premium contributions to employer paid coverage for single premium will avoid
the impacts of these IRS rules. Single coverage employer paid premium surpasses Affordability minimum
standards. Cafeteria dollars can still be used for family coverage or other benefit options.
Considerations
While preparing to review offerings, consider the following issues:
• Review Early – Begin to review and plan for benefit changes before plan negotiations begin. Consider your
organization’s approach on benefits and how this ruling impacts your direction.
• Contract Length – Where possible, implement shorter contract lengths in order to avoid missing the Transition
Relief cut off.
• Plan Negotiation ‐ Plans may benefit from a professional negotiator to help reach an agreement that meets your
organization’s compliance needs and employee benefit needs.
• Plan Structure – How the cafeteria plan is structured may have impacts beyond Affordability. Non‐
discrimination testing, the Cadillac Tax, grandfathered status and IPERS qualified contributions may be impacted
by plan changes.
• Share Information – Provide a copy of IRS Notice 2015‐87 to Bargaining Unit contacts. These individuals likely
already know about this notice. Providing the notice directly to them can ensure their awareness and readiness
to discuss options.
• Seek Support – Utilize professional groups, legal counsel and benefit consultants to help ensure your
understanding of your organization’s specific impacts and options.
Victoria McQuerry
Perspective Consulting Partners, LLC
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Please welcome these IASBO Corporate Partners for 2015‐16
When your district is in need of services or products these vendors provide be sure
to contact them for pricing and service.
TITANIUM LEVEL PARTNERS $10,000

Kaitlin Economon
School Benefits Specialist ‐ American Fidelity
1350 East Kingsly Suite B
Springfield, Mo 65804
417.890.1087
kaitlin.economon@af‐group.com

Securities and investment advisory services offered through Voya Financial Advisors,
member SIPC
Steve Hewitt, CRPC, CRPS
Key Account Manager
909 Locust St. MS 155
Des Moines, IA 50309
Steve.hewitt@voya.com
Tel: 515‐698‐7975 Fax: 515‐698‐7974

Horace Mann
Keith Jorgensen
617 W. Stolly Park Rd
Grand Island, NE 66801
www.horacemann.com
Email: keith.jorgensen@horacemann.com
Phone: 402‐290‐3116
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GOLD LEVEL PARTNERS $5,000
National Insurance Services
Steve Ott
9202 West Dodge Road, Suite 302
Omaha, NE 68114
Email: sott@nisbenefits.com
Phone: 800.627.3660

Software Unlimited
Ryan Heine –
5015 S. Broadband Ln
Sioiux Falls, S.D. 57108
rph@su‐inc.com
605‐361‐207

Jester Ins. Services
John Seefeld
303 Watson Powell Jr. Way
Box 4779
Des Moines, IA 50309
Phone: 515‐243‐2707
Janelle Friedman ‐ jfriedman@jesterinsurance.com “Protecting Iowa schools with a no‐risk, fully‐insured program since 1974.”
John Seefeld – johnseefeld@jesterinsurance.com
www.jesterinsurance.com

AXA Equitable
Megan Jorgenson
Regional VP
www.axa.com
(763)402‐3793
Megan.Jorgenson@axa‐equitable.com

SILVER LEVEL PARTNERS $2,500
Perspective Consulting Partners
Stacy Wanderscheid
2650 ‐ 106th Street, Suite 220
Urbandale, IA 50322
Email: stacyw@perspectivecp.com Phone: 515‐251‐6375
www.PerspectiveCP.com
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Timberline Billing Service LLC
2231 NW 108th St, Ste 1
Clive, IA 50325.
Phone: 515‐222‐0827
Email:Dann.stevens@timberlinebilling.com
www.timberlinebilling.com

Piper Jaffray Inc.
Timothy J.Oswald – Deb Harmsen
3900 Ingersoll Ave. Suite 110
Des Moines, IA 50312
515‐247‐2358
timothy.j.oswald@pjc.com

SUNGARD
Phil Rickenbach – Sungard k‐12 Education
3 West Broad Street Suite #1
Bethlehem, PA 18018
866‐905‐8989
phil.rickenbach@sungardps.com

D.A. Davidson & Co.
Nathan Summers – DA Davidson & Co.
515 E. Locust St. Suite 200
Des Moines, IA 50309
nsummers@dadco.com
515‐471‐2722

http://www.davidsoncompanies.com/ficm/

ClaimAid
8141 Zionsville Rd.
Indianapolis, Indiana 46268
Contact: Brad Willkie
bwillkie@claimaid.com
317‐295‐4050 www.claimaid.com

Sodexo Education
3020 Woodcreek Drive Suite B
Downers Grove, IL 60515
Phone: 312‐802‐3731
Fax: 630‐ 810‐9488
doris.timmen@sodexo.com
InTouch Receipting
Arnold Mortzheim
4415 Pacific Highway E
Tacoma, WA 98424
arnoldm@intouchreceipting.com
Phone: 253‐922‐6077
http://www.intouchreceipting.com/
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Ahlers & Cooney, P.C.
100 Court Avenue
Des Moines, Iowa
Phone: 515.243.7611
www.ahlerslaw.com

Educator Benefit Consultants
Paige McNeil
3125 Airport Parkway N.E.
Cambridge, Minnesota 55008
Paige@ebcsolutions.com
Phone: 763‐562‐6053

Bohnsack & Frommelt LLP
9911 84th Street West
Taylor Ridge, IL 61284
www.govermentalservice.com
Sarah Bohnsack, Partner 563.343.9595 ‐ Sarah@governmentalservice.com
Mia Frommelt, Partner 913.660.3931 ‐ Mia@governmentalservice.com
Governmental Services Website

Dorsey and Whitney LLP
801 Grand Avenue, Suite 4100
Des Moines, Iowa 50309
www.dorsey.com
515.699.3273
Cristina Kuhn
Kuhn.cristina@dorsey.com

Miles Capital
1415 28TH Street, Suite 200
West Des Moines, IA 50266
www.MILES-CAPITAL.com
800.343.7084
Amy Mitchell
amitchell@miles-capital.com

BRONZE LEVEL PARTNERS $1,000
Specialty Underwriters LLC
Jose McFarland
59667 S. 20th St
Oak Creek, WI 53154
http://www.su‐group.com
mjcfarland@su‐group.com
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Will your employees be
ready for retirement?
Whether or not workers feel ready to retire may be tied to their participation in a retirement savings plan, according to
the 2015 Retirement Confidence Survey.1 In fact, the percentage of workers who felt very confident about having
enough money for a comfortable retirement doubled in the last two years for those who participated in a retirement
plan, but stayed the same for those who didn’t participate.
Unfortunately, as an employer, you can’t force your workers to contribute to a retirement plan. You can only encourage
them to participate by making sure that the options are an effective and efficient way to save. Here are a few ways you
can enhance your plan:
Add enrollment options
When it comes to enrolling and managing their retirement accounts, some participants may want in‐person, face‐to‐face
assistance, while others may be happy with help from someone over the phone. Still others may be do‐it‐yourselfers
and will want to do it all online. If there are multiple ways to enroll, it could appeal to a wider range of employees.
Offer automatic diversification
One of the hardest things for employees to do is making sure that their portfolios are diversified – especially if they’re
not familiar with the different types of investments or how they work. By offering options that are automatically
diversified, like asset allocation portfolios or target‐date funds, you put the investment decision‐making in the hands of
professional money managers, helping put your employees on the path to retirement readiness.
Give them a way to generate retirement income
How many of your employees have thought about how they’ll turn their retirement savings into retirement income? I’ll
bet the answer is, not many. Saving for retirement is important, but it’s not enough. Your plan participants need to take
the next step and figure out how much income they’ll need once they retire. One way you can help is by adding an
option to your plan that gives them a way to generate a stream of income payments in retirement that can last as long
as they live.
Provide the right education
While general investment and retirement education is important, keep in mind that different age groups will have
different needs, simply because they are at a different stage of life. For example, a 30‐year‐old may be more interested
in saving to buy a house, while a 60‐year‐old will be looking for ways to turn their savings into retirement income. By
segmenting your education efforts and messages, you may be able to better reach your employees who are in different
phases of their lives.

Offer access to financial professionals
According to a recent survey, plan participants who work with a financial professional show more positive investment
and savings behaviors and better outcomes. For example, participants who work with a financial professional are more
likely to:
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• Start saving earlier
• Contribute more to their retirement account
• Be satisfied with their plan performance
• Feel confident that they’ll reach their retirement goals
By providing access to a financial professional, you may be helping your participants feel better about their plan and
their future.

Article provided by AXA – a R.I.C. optional company
1

Source: Employee Benefit Research Institute

2

Source: AXA Enhancing Outcomes Advisor Value Study, 2015
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Securities and investment advisory services offered through
Voya Inc. Financial Advisors, member SIPC
Steve Hewitt, CRPC, CRPS
Key Account Manager
909 Locust St. MS 155
Des Moines, IA 50309
Steve.hewitt@voya.com
Tel: 515‐698‐7975 Fax: 515‐698‐7974

Voya Inc., is a proud provider of quality 403b products as a Core company
in the Iowa ASBO supported program through the
Iowa Department of Administrative Services.
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Ahlers & Cooney, P.C.
Attorneys at Law
100 Court Avenue, Suite 600
Des Moines, Iowa 50309-2231
Phone: 515-243-7611
Fax: 515-243-2149
www.ahlerslaw.com

Katherine A. Beenken
515.246.0303
@ahlerslaw.com

To:

Jim Scharff

From: Katherine A. Beenken & Conner L. Wasson
Date: February 4, 2016
Re:

Special Report for Iowa ASBO

Some districts allow employees the option of receiving cash or a contribution to the employee’s 403(b) account, in
lieu of taking the district‐sponsored health insurance coverage. The purpose of this memorandum is to address, in
general terms, the tax consequences and permissibility of providing these types of benefits in Iowa school district master
contracts, as well as to navigate potential considerations with respect to the Affordable Care Act.

Under section 403(b) of the Internal Revenue Code (“IRC or the “Code”) employees of public schools and other tax‐
exempt organizations are permitted to contribute some of their salary to a retirement savings plan on a pre‐tax basis.
Under these plans, employers are also permitted to make contributions on behalf of their employees. While
contributions to these plans are made on a pre‐tax basis, they are taxed at the time the employee withdraws funds in
retirement.

Under section 106 of the Code, amounts paid by employers for the cost of health insurance premiums for
employees is excludable from the employee’s gross income. If done in accordance with the proper procedures, these
benefits will never be taxable.

Language in master contracts permitting employees to elect whether to take cash or 403(b) contributions in lieu of
the payment of health insurance premiums presents an issue: providing employees the option to elect to take a benefit
that is never taxable (payment of health insurance premiums) instead of benefits that would be taxable now or in the
future (cash or 403(b) contributions) allows employees the option to assign income to tax‐favored benefits. This practice
is disfavored by the Internal Revenue Service and could lead to all benefits offered (cash, 403(b) contribution, or health
insurance) becoming taxable.
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However, some of these arrangements, if done in strict compliance with the Code, may be offered without adverse
tax consequences to the employee. Section 125 of the Code specifically permits employees to elect to take cash in lieu
of health insurance premium payments in what is known as a “cafeteria plan” arrangement. If the various requirements
of Section 125 are satisfied, including having a written plan document in place, employees will be allowed to choose
between a “permitted taxable benefit” (usually cash) and one or more “qualified benefits.” One of these qualified
benefits is group‐term life insurance offered pursuant to Section 106 of the Code. For purposes of this memorandum,
we are assuming the employer has established a cafeteria under Section 125 of the Code.

Generally speaking, from a tax perspective, offering cash in lieu of health insurance premiums, if done pursuant to
the requirements of Section 125, will not result in adverse tax consequences to the employee. While there are no
inherent tax consequences to employers under this arrangement, recent changes under the Affordable Care Act (“ACA”)
may impact the affordability calculation of an employer’s offering of health insurance. The ACA calculations are
discussed later in this document.

Section 125 plans generally may not be used to defer compensation. This means that 403(b) contributions are an
impermissible benefit under a Section 125 plan. Therefore, allowing employees the option of receiving a 403(b)
contribution in lieu of the payment of health insurance premiums may lead to adverse tax consequences for employees.

Any situation presenting adverse tax consequences for employees (i.e. situations where benefits become taxable
due to contract language) will require employers, even tax‐exempt employers, to make the necessary withholdings.
Failure to do so could result in penalties to the employer.

Please review the following examples to better illustrate the tax principles involved.

Example 1
Employer has established a valid cafeteria plan. Employees who elect out of health insurance may take a
set dollar amount in cash.

This practice will generally not result in adverse tax consequences if done pursuant to the requirements
of Section 125 of the Code. Districts should review their cafeteria plan documents prior to offering this
“cash in lieu of insurance” option. Additionally, considerations under the ACA may result in adverse
consequences to the employer if a penalty applies due to an offer of coverage that does not meet the
affordability standard. Please see below for more information related to the ACA.

Example 2
Employees who elect out of health insurance may have a set dollar amount placed into a 403(b) plan
account.
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Regardless of whether the employer has a valid cafeteria plan in place, this practice will result in adverse
tax consequences for both the employee and the employer (i.e., the employees who take the health
insurance will be taxed on that benefit). Employees may not be given the choice between health
insurance and a 403(b) plan. A 403(b) is not a qualified benefit under a cafeteria plan and therefore no
exception applies to allow this type of arrangement without adverse tax consequences.

Example 3
Employer has established a
valid cafeteria plan.
Employees who elect out of
health insurance may have a
set dollar amount placed into
a 403(b) plan account or may
receive a set dollar amount in
cash.

This practice could result in
adverse tax consequences
just like example 2 above.
Because a 403(b) is not a
qualified benefit under a
cafeteria plan, this practice
could invalidate the cafeteria
plan and make all benefits offered under it taxable income.

Example 4
Employer has established a valid cafeteria plan. Employees who elect out of health insurance may take a
set dollar amount in cash. An employee then elects to contribute this same amount to her 403(b) plan as
an “elective” employee contribution, by filing a salary reduction election form.

This practice is permissible if done pursuant to the requirements of Section 125 of the Code. While
contract language which specifically allows employees to contribute to directly to a 403(b) plan would
result in adverse tax consequences (see examples 2 & 3), allowing an employee to elect to decline
health coverage and accept cash instead under a Section 125 plan, only to then make a second election
to contribute the cash to her 403(b) plan would likely preserve the tax preferred status of the health
coverage and 403(b) arrangements. Again, any arrangement that allows a cash payment in lieu of an
offer of health insurance may impact the employer’s liability under the ACA.

Example 5
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Employer has not established a cafeteria plan; or the employer’s plan is not compliant with Section 125.
Employees are offered health insurance or cash in lieu of health insurance.

This practice of offering cash in lieu of insurance without a valid cafeteria plan in place is generally not
permissible unless the employer is treating both the offer of health insurance and the cash option as
taxable benefits and understands that an employee’s election of nontaxable benefits results in gross
income to the employee.

In addition to the tax implications for employers and employees involved with these compensation options, ACA
regulations addressing Section 125 plans have additional implications on the cost to employers who offer cash in lieu of
health insurance premiums. As a general matter, an offer of cash in lieu of insurance, known as an “opt out” payment, is
considered an opportunity cost for employees who select the offer of health insurance. Therefore, when calculating the
“affordability” of an offer of health insurance, employers who offer cash to employees who opt out of health insurance
must calculate the lowest‐cost premium, plus the amount of the cash opt‐out payment, and use that number on line 15
of Form 1095‐C indicating the cost to employees to accept the offer of health insurance.

A second arrangement available to some employees is when the employer provides money to the employee through
a cafeteria plan, known as a flex benefit. We understand that some cafeteria plans are funded through a combination of
salary reduction and flex credits. IRS Notice 2015‐87 was issued late in December 2015 and provides criteria that must
be followed if the employer intends to use the employer flex contributions to help offset the cost of health insurance to
the employee for the ACA affordability calculation. If the cafeteria plan arrangement meets the new conditions, defined
as a “health flex contribution,” above, the employer‐provided cash could reduce the calculation of the employee’s cost
of health insurance, rather than increase that cost if the employer offered cash opt‐out payments. Through a Q & A
format, the Notice addresses the question of how employer flex contributions to a cafeteria plan are taken into account
for purposes of determining whether an employer has made an offer of affordable minimum value coverage. Notice
2015‐87, Q.8, available at https://www.irs.gov/pub/irs‐drop/n‐15‐87.pdf.
Under a § 125 cafeteria plan, the employee’s enrollment in a group health plan generally is funded by
salary reduction but may also be funded by employer flex contributions. Whether these employer flex
contributions reduce the amount of an employee’s required contribution depends on the nature of the
available flex contribution. Specifically, the amount of the employer contribution reduces the
employee’s required contribution if the amount constitutes a “health flex contribution” …
… a health flex contribution [is an amount] (1) the employee may not opt to receive [] as a taxable
benefit, (2) the employee may use the amount to pay for minimum essential coverage, and (3) the
employee may use the amount exclusively to pay for medication care, within the meaning of § 213.
… for example, [] if an employer flex contribution that is available to pay for health care is also available
to pay for any non‐health care benefits under the § 125 cafeteria plan (such as dependent care or group
term life insurance), that contribution is not a health flex contribution and, as a result, does not reduce
the required employee contribution. Similarly, an employer flex contribution that is available to pay for
health care but also could be received as cash is not a health flex contribution and does not reduce the
employee’s required contribution.
Id. Consider the following when presented with offers of health insurance tied to any other benefit, such as a 403(b)
contribution, a cash opt‐out, or an employer flex contribution on the employee’s behalf:
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•

Employees may face adverse tax consequences if given the option between taking cash or a 403(b) contribution
in lieu of health coverage, or if given the option of taking a 403(b) contribution in lieu of health coverage with no
option for cash. Employees may be asked to file amended personal income tax returns and may be subject to
payment of income taxes on the amount of the 403(b) contribution or the health coverage, as well as interest
for the late filing.

•

Employees who elect out of health insurance and receive a taxable cash opt‐out payment will generally not face
adverse tax consequences so long as the cash election is done in strict compliance with Section 125 of the Code.
However, the offer of cash in lieu of insurance may still impact the employer’s liability under the ACA.

•

Unlike cash “opt‐out” arrangements that may increase the cost of an employee contribution for health
insurance, some districts instead provide employees who are enrolled in the district’s health insurance
additional cash through a cafeteria plan that can be used for medical or non‐medical expenses, including group
term life insurance or dependent care reimbursement. This arrangement creates a different ACA concern for
employers because employer contributions to a cafeteria plan will only reduce the employee’s required
contribution for health insurance if certain restrictions are in place to limit how the employer’s flex contribution
can be used.

•

Employers who improperly allow an election to a 403(b) as part of a cafeteria plan have a current and ongoing
risk of facing tax consequences. Employers may look to the collective bargaining process to resolve the 403(b)
concern. Employers should be mindful of the potential for future ACA consequences, depending on how a
revised health insurance arrangement is structured, when addressing the 403(b) concern.

Notice 2015‐87 provides transition relief for coverage
for plan years beginning before January 1, 2017 that are
currently in place: an employer flex contribution that is not
sufficiently limited to meet the definition of a “health flex
contribution,” but that may be used toward the amount the
employee is otherwise required to pay for the health
coverage, may be treated as reducing the amount of an
employee’s required contribution for 2015 reporting. Id.
Transition relief is not available to flex contribution
arrangements offering non‐health benefits that are adopted
after December 16, 2015, or that substantially increases the
amount of the flex contribution after December 16, 2015.
The IRS will assume a flex contribution arrangement is
adopted after December 16, 2015 (and therefore not eligible
for transition relief) unless one of the following conditions
are met:
1. The employer offered the flex contribution
arrangement (or a substantially similar flex
contribution arrangement) for a plan year including
December 16, 2015;
2. A board, committee, or similar body or an authorized
officer of the employer specifically adopted the flex
contribution arrangement before December 16,
2015; or
3. The employer had provided written communications
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to employees on or before December 16, 2015 indicating that the flex contribution arrangement would be
offered to employees at some time in the future.
Employers will be allowed for reporting, on 2015 at least, to disregard an employer’s non‐health flex contribution for
purposes of Form 1095‐C. The IRS is requesting that employers ignore a non‐health flex contribution in the calculation of
an employee’s required contribution so as not to impact the employee’s eligibility for a premium tax credit. The IRS
instructs employers to wait and see if the IRS contacts the employer about a potential ACA penalty as a result of an
employee’s use of a tax credit before explaining that transition relief applies.
In a somewhat surprising, yet welcome, move, the IRS is applying the same transition relief to currently existing
arrangements that allow opt‐out payments to employees who receive cash as an incentive for not enrolling in the
employer’s group health insurance. As with the non‐health flex contributions, employers may disregard this opportunity
cost to employees and need not increase the employee’s required contribution for purposes of the affordability
calculation. The IRS will assume an opt‐out arrangement is adopted after December 16, 2015 (and therefore not eligible
for transition relief) unless one of the following conditions are met:
1. The employer offered the opt‐out arrangement (or a substantially similar opt‐out arrangement) with respect to
health coverage provided for a plan year including
December 16, 2015;
2. A board, committee, or similar body or an authorized
officer of the employer specifically adopted the opt‐out
arrangement before December 16, 2015; or
3. The employer had provided written communications to
employees on or before December 16, 2015 indicating that
the opt‐out arrangement would be offered to employees
at some time in the future.
Internal Revenue Bulletin: 2015‐52, December 28, 2015, A.9. As
districts continue to negotiate master contracts, districts should
consider whether proposed changes will alter the district’s ability
to claim transition relief.
As a reminder, IRS Notice 2016‐4 extends the due dates for
applicable large employers and other reporting entities to file 2015
information reporting required by the ACA. Large employers are
still required to file information returns and otherwise comply with
the ACA, but the due date for providing Form 1095‐B and Form
1095‐C to individuals moved from February 1, 2016 to March 31,
2016. The due date for filing Form 1094‐B and Form 1095‐C with
the IRS is further delayed. Large employers who are filing by mail
now have until May 31, 2016 to file reporting returns, and those
who are filing electronically have until June 30, 2016 to submit
reporting forms online.1
1

You had originally asked for guidance pertaining to penalties arising under the ACA’s Cadillac Tax. The Cadillac Tax is a nonrefundable excise tax
of 40% paid by the coverage provider. The tax will be imposed on “high value” health plans, currently defined as those that have an annual
coverage cost in excess of $10,200 (or $27,500 for families). See IRS Code § 49801. The IRS has been slow to provide guidance on the application of
the Cadillac Tax, and no proposed or final regulations have been issued. Notice 2015‐52, issued July 30, 2015, is the most recent Notice describing
the Tax, but employers cannot rely on the notice in defense of a subsequent penalty under the Cadillac Tax.
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Penalties for violating a part of the IRS
Code vary depending on the specific violation.
Generally, the IRS will collect the amount of the
tax that was not properly withheld plus
statutory interest, and, on a case‐by‐case basis,
may also assess a penalty. Penalties associated
with the ACA are designed to be predictable so
that employers who choose the “pay” rather
than “play” option can budget for the tax
liability as a result of failing to comply with the
requirements of the ACA.

Information about the “pay” or “play”
options, including potential penalties, are
described more completely in an IRS Q&A:
http://www.irs.gov/Affordable‐Care‐
Act/Employers/Questions‐and‐Answers‐on‐Employer‐Shared‐Responsibility‐Provisions‐Under‐the‐Affordable‐Care‐
Act#Calculation.
This memorandum is drafted to provide general guidance on the issues discussed herein only. It is not intended
to determine the tax effects of any specific contract provision. Employers with questions or concerns should consult
legal counsel or a tax advisor regarding any questions related to the particular language included in a contract.

This memorandum provides guidance available as of February 1, 2016. Future guidance, especially with respect
to the treatment of non‐health flex contributions and opt‐out agreements, is anticipated in the coming months.
Subsequent Treasury and IRS regulations may invalidate all or part of the statements included in this memorandum.
Districts should consult legal counsel or a tax advisor to ensure they are utilizing the most updated information available.
01209152‐1\15587‐010

Because no proposed or final regulations pertaining to the Cadillac Tax are available, we hesitate to provide a “best guess” analysis. However, we
remind employers that due to the budget agreement (Consolidated Appropriations Act of 2016) passed by Congress in December 2015, the Cadillac
Tax is delayed until 2020. H.R. 2029‐796, available at https://www.congress.gov/114/bills/hr2029/BILLS‐114hr2029enr.pdf (pg. 796). It was
originally slated to go into effect in 2018, and the delay may alleviate some concerns with negotiating multi‐year collectively bargained
agreements.
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Do you pay District
obligations via electronic
transfer from District bank accounts?
If so, are the funds “pushed” by the SBO
or “pulled” by the vendor?
District payables flowchart
1. If pay everything with a paper check
a. After regular board meeting for audit and approval
i. Continue current check preparation
practice
b. Some obligations are paid prior to regular board
audit and approval
i. Board resolution per 279.30 in place
ii. Continue current check preparation
practice
2. If pay selected obligations via “pushed” electronic fund
transfer
a. After regular board meeting for audit and approval
i. If SBO initiates electronic fund transfer
1. Continue current practice
b. Some obligations paid prior to regular board audit and approval
i. Board resolution per 279.30 in place
ii. Vendor statement reconciled for approved amounts due
iii. SBO transfers approved amount to designated bank account to be “pushed” to vendor by SBO
on payment due date
3. If electronic fund transfer is processed by vendor “pulling” from a district account
a. Vendor statement is available prior to payment due date
i. Vendor statement reconciled for approved amounts due
ii. Establish separate account at financial institution designate only for amounts to be “pulled” by
vendor
iii. SBO transfers approved amount to designated bank account to be “pulled” by vendor on
payment due date
b. Vendor statement is NOT available prior to payment due date
i. Communicate with vendor for district receipt of statement in sufficient time to provide
appropriate reconciliation
ii. When accomplished pursue 3a above
iii. If NOT accomplished either convert to payment by traditional check or discontinue business
with that vendor as under no circumstance are funds to be made available for vendor “pulling”
prior to reconciliation for audit and approval prior to payment of public funds
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Are Early Retirees on Your Health Insurance Plan?
They May Have Better Options on Healthcare.gov
February 11, 2016
By Steve Ott
Do you offer early retirees (under 65) the option to continue coverage on your employer-sponsored health
insurance plan after retirement? If so, both your retirees and the school district could greatly benefit by
exploring the new options now available. With the Affordable Care Act (ACA), these employees may have
access to more suitable and affordable plans without pre-existing condition exclusions.
The True Cost of Retiree Health Insurance

Many school district administrators are not aware that
early retirees can be a significant cost driver on
premiums. It’s called Implicit Rate Subsidy (see Figure
1). The true age-related cost for a typical early retiree’s
health coverage is more than average due to health
conditions as people age. Hence, the younger
member’s premium ends up being higher to subsidize
these costs.
By providing viable – and often more suitable – health
insurance choices for retirees, retirees may choose to
leave your group plan. And when they do, claims
reduce and the district may experience substantial
savings.

Figure 1

How the ACA Changes Things for Schools

Prior to the ACA, there were few viable alternatives to the group health plan for retirees. If they purchased an
individual plan, they faced high premiums and pre-existing condition exclusions. Retirees also faced the risk of
being dropped, up-charged or denied coverage due to health conditions.
Since the ACA went into effect, however, there are more health insurance options than ever before. Now there
are affordable coverage options, choice in coverage levels (Bronze, Silver, Gold or Platinum plans), no denials
or upcharges based on health history, and insurance carriers cannot deny coverage based on pre-existing
conditions.
How it Works

Instead of continuing to keep retirees on the group plan, the school district can deposit the dollar equivalent of
the annual employer contribution into a Retiree HRA (Health Reimbursement Arrangement). The HRA deposits
are made into individual accounts on behalf of and controlled by the retiree, and are completely tax-free for
both the district and participant. When retirees receive the funds, they are no longer restricted to one plan
option, and can pay for plans on www.healthcare.gov or on any plan of their choice (including the employer
group plan if there is a contractual obligation).
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Please note that when taking the Retiree HRA approach, it’s important to seek advice from experienced
advisors who know all the ins and outs of the Retiree HRA
plans to be sure you are in compliance with the ACA.
Administering the plans incorrectly can be costly and may be
accompanied by penalties.
Also worth noting is that when a retiree seeks coverage
through www.healthcare.gov, they may become eligible for a
premium tax credit, otherwise known as a government subsidy.
Because HRAs are tax-free, retirees are not allowed to have
access to both an HRA and the tax credit (considered “doubledipping”). A participant, can, however, voluntarily choose to
suspend the use of the HRA funds if the potential tax credit is
higher. For example – if the premium tax credit is $900 and
they only have $400 left in their HRA account, it would make
sense to suspend use of the HRA in favor of the credit for that
period of time.
How Retirees React to the Change

The thought of leaving the perceived safety of employerprovided coverage to pursue a different plan may make
employees feel apprehensive at first. But encouraging them to
review all their options is actually empowering them to make
better, more informed health insurance purchasing decisions.
Education is key. Ask your broker about educational workshops
and one-on-one advice they can provide for your retirees to
educate them on their choices.
~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~
Steve Ott is a Regional Vice President of
National Insurance Services and a
licensed insurance agent and registered
representative with Series 6 and 63
securities licenses. He values hard work
and determination – traits he learned
while growing up on a farm in central
Nebraska and later from participating in
collegiate sports. Living life with integrity,
doing the right thing and giving back are
core principles instilled by his parents
and several mentors. Steve specializes
in Life Insurance, Disability Insurance,
Special Pay, HRAs and 403(b)s for
school districts, cities and counties in
Nebraska, Iowa, Kansas and Missouri.
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COUNSEL’S CORNER
By: Katherine A.B. Beenken
Ahlers & Cooney, P.C.

Treatment of COBRA Continuation Coverage
Under the Affordable Care Act
Under the Affordable Care Act (“ACA”), individuals may be subject to a federal tax penalty if they do not have
compliant health insurance. Employer‐provided group health insurance may be available to individuals, but what
happens when that employer‐provided coverage is no longer available? Employees who experience an involuntary loss
in employer provided health insurance generally have a choice over whether to purchase insurance through a state or
federal “Marketplace,” or to obtain insurance by enrolling in COBRA continuation coverage. The following information
discusses available guidance as it relates to the intersection of COBRA and the ACA. Please note that the federal
government is continually rolling out regulations and other guidance documents that may alter the future application of
the information contained in this Counsel’s Corner.

An individual’s choice in these situations could be driven by a number of factors, including ability to receive
coverage through a spouse’s plan, comfort with the employer’s group health plan, and cost. The cost factor could be
impacted by the availability of federal subsidy to purchase health insurance on the public exchanges, also known as a
Marketplace. However, federal subsidies are not available to those who actually enroll in COBRA. Furthermore, an
individual’s eligibility to utilize a special enrollment period to find coverage through the Marketplace is only available if
the individual has experienced a qualifying event, for example, termination and loss of employer‐sponsored insurance.
Individuals who use a special enrollment period to find coverage through the Marketplace could experience over a
month delay before the Marketplace coverage would go into effect. At the same time, enrolling in COBRA forecloses the
individual’s ability to utilize a special enrollment period for the Marketplace. If a special enrollment period is not
applicable, individuals would need to wait until the next fall’s Open Enrollment Period to shop the Marketplace.

Employees may arrange to use COBRA to fill in a gap in coverage when an employee knows in advance that they
will lose coverage under the employer‐sponsored group plan. An employee may elect COBRA coverage, forgoing a
potential Marketplace subsidy until the next Marketplace enrollment period. Alternatively, an employee could first apply
for Marketplace coverage due to the qualifying event, for example termination, that opens a Marketplace special
enrollment period. After submitting the Marketplace application, the employee could elect COBRA, which is retroactive
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to the date of the loss of employer group insurance. The employee would then need to terminate COBRA coverage after
the Marketplace coverage began.

With all these variables, some employers may be wondering how exactly to report employee activity on ACA
employer reporting forms. IRS guidance from September 2015 clarified that the offer of COBRA coverage is only
reported on the employer’s reporting Form 1095‐C, Part II, if the former employee actually enrolls in the COBRA
coverage. Even where a former employee’s spouse or dependent elects COBRA coverage, but the former employee does
not, the family’s coverage should not be reported on Form 1095‐C, Part II.

As of February 15, 2016, if a former employee does elect COBRA coverage for any part of the calendar year,
indicator codes on Line 14 of Form 1095‐C, Part II should reflect the type of COBRA coverage the former employee
actually elected. This approach is different than how an employer would report offerings of employer group health
insurance to the employee. For example, if the former employee had the opportunity to elect COBRA coverage for
herself, her spouse, and her dependents, but she instead enrolls in coverage that covers only the former employee, and
not spouse or dependents, the Line 14 indicator code should reflect the chosen coverage: 1B (single coverage). When
the former employee elects family coverage through COBRA, the Line 14 indicator code would reflect that employee
choice: 1E (single, dependent, and spouse coverage). Line 15 should reflect the COBRA premium for the lowest cost self‐
only coverage providing minimum value offered to the employee. Line 16, then, would be 2A for a terminated employee
that is enrolled in COBRA continuing coverage.

In our examples we discussed COBRA reporting when a former employee lost coverage due to termination at
some point during the calendar year. There are a variety of other scenarios where an employee may qualify for COBRA,
including loss of employer‐sponsored coverage due to a reduction in hours, or due to a planned retirement. Many of
these scenarios are unique to the individual employee, making a broad statement about appropriate reporting practices
impractical. School districts should work with their insurer, human resources director, or legal counsel to address the
specifics of a particular employee situation.

Employers are strongly encouraged to carefully read the IRS Instructions for Form 1095‐C when completing the
filing, and to review available Q&As, including this Q&A originally published in September 2015, and other IRS guidance
documents that may provide examples of different scenarios and further clarify the ACA reporting distinction for
different employee decisions. Please note that as of February 22, 2016, the IRS removed its responses to questions 16
and 17, regarding Reporting Offers of COBRA Coverage, and replaced its answers with the statements: “The answer to
this question is currently being revised. Please check back later for the updated response.” As of February 25, 2016, no
revision has been published.

This Counsel’s Corner is intended to be a brief overview of COBRA continuation coverage and the crossover with
employer and employee compliance with the ACA. It is not intended to address any other application or requirement of
COBRA or the ACA. If you have any questions about the employer shared responsibility provision of the ACA, or about
the offering of COBRA continuation coverage, please contact legal counsel.
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Iowa ASBO Dates to remember:
March 30‐31, 2016 IASBO Annual Meeting & Trade Show, Scheman Center in Ames, Iowa

April 27‐29, 2016 Iowa School Business Management Academy

June 28, 2016 School Business Bootcamp for new SBO

September 23–26, 2016 ‐ ASBO Intl ‐ Phoenix, Arizona

October 36, 2016 IASBO New SBO Orientation, Meadows Conference Center, Altoona, Iowa

October 27‐28, 2016 ‐ fall conference, Meadows Conference Center, Altoona, Iowa

March 29‐30, 2017 Annual Meeting & Trade Show, Scheman Center in Ames, Iowa

May 10‐12, 2017 Iowa School Business Management Academy

September 22–25, 2017 ‐ ASBO Intl ‐ Denver, Colorado

Oct 31 – Nov 1, 2017 (T‐W) ‐ fall conference, Meadows Conference Center, Altoona, Iowa

September 21–24, 2018 ASBO Intl ‐ Kissimmee, Florida
Iowa’s Ed Chabal installed as ASBO Intl Vice‐President????

October 25–28, 2019 ASBO Intl ‐ National Harbor, Maryland (immediately south of D.C.)

October 2–5, 2020 ‐ ASBO Intl ‐ Nashville, Tennessee
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