Midyear Benefit Changes &
Life-Event Compliance

Concept Overview: Midyear benefit changes are tightly
regulated to protect the integrity of pre-tax elections, ensure
fairness, and maintain consistent eligibility throughout the plan
year. IRS and HIPAA rules define when employees may add or
remove coverage outside Open Enrollment. Consistent processes
help prevent adverse selection, claim disputes, and compliance
failures. Public employers who follow these rules minimize
administrative errors and strengthen plan integrity.
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Common qualifying life events include:

* Marriage or divorce

« Birth, adoption, or placement for adoption
* Loss or gain of other health coverage

+ Death of a spouse or dependent

+ A dependent turning age 26

+ Court-ordered coverage changes (QMSCO)
« Significant change in employment status

* Medicaid or CHIP eligibility changes

IRS rules (Treas. Reg. 81.125-4) outline when pre-tax elections may
be modified, while HIPAA (29 C.F.R. 82590.701-6) requires
employers to allow midyear enroliment when specific events
occur.
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Why this Matters for Districts &
Municipalities

District Perspective

Districts experience frequent staffing
changes and dependent updates, especially
during the academic year. Inconsistent
documentation or missed deadlines can
lead to coverage of ineligible dependents,
payroll mismatches, and employee disputes

Municipal Perspective

Cities and counties often have decentralized
reporting processes, particularly in public
safety. Delayed communications and
inconsistent coding can result in billing drift,
eligibility errors, and audit findings

Clear, consistent procedures protect

budgets, employees, and compliance
standing

TOGETHER WE'RE US

Campusbenefits.com
866-433-7661
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Case Study:

Alpha School District & Beta Municipality

Alpha School District

(Alpha School District faced growing challenges in
managing midyear benefit changes due to high
turnover and inconsistent submission practices.
Employees were often assisted quickly, but
documentation verification and deadline
enforcement were inconsistent. These informal
processes created discrepancies between HR, payroll,
and carrier files. Leadership recognized that a

\structured, policy-based workflow was necessary.

Key Issues Identified

e Verbal life-event updates accepted without
documentation

¢ Dependent additions delayed 45-60 days

¢ Payroll deductions adjusted before carrier
enrollment

e Dependents left enrolled after divorce or age-out
events

Impact on the District

e Section 125 compliance concerns

¢ Missed HIPAA enrollment windows

¢ Billing adjustments and inconsistent eligibility
records

What Alpha School District Implemented

¢ Required documentation uploads

¢ Automated 30/60-day deadline alerts

¢ Monthly reconciliation of HR, payroll, and carrier
files

Outcome

Alpha School District saw a marked improvement in
accuracy and compliance after standardizing
documentation and timing. HR also reported fewer
disputes and more efficient issue resolution.

Beta Municipality

p
Beta Municipality discovered that multiple
departments—including police, fire, and utilities—
were processing benefit changes independently of HR.
This produced delays, incorrect reinstatement coding,
and late dependent removals. The resulting
inconsistencies contributed to claim denials and
billing disputes. City leadership determined that all
midyear updates must be centralized within HR.

Key Issues Identified

e Department-initiated updates bypassing HR
¢ Incorrect reinstatement coding

¢ Delayed dependent terminations

¢ Inconsistent application of age-26 removals

Impact on the City

¢ Billing mismatches across carriers
¢ Claims denied due to inaccurate enrollment data
¢ Auditor findings citing documentation gaps

What Beta Municipality Implemented

e HR-controlled approval process
¢ Standardized documentation requirements
¢ Automated dependent age-out procedures

Outcome

Beta Municipality experienced a significant reduction
in billing and claims errors after centralizing life-event
processing. Departments also reported fewer
backdated corrections and smoother administrative
workflows.

Alpha School District and Beta Municipality are a representative name used by Campus Benefits to illustrate actual cases drawn from real experiences.

All identifying information has been anonymized for educational purposes.
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Administration & Workflow Analysis Lessons Learned:
Quick Takeaways
Public employers frequently encounter:

* Delayed or verbal reporting of life events /’ \
+ Departmental bypass of HR controls Q

* Carrier and payroll systems updated at different times K /

* Missed IRS/HIPAA deadlines

* Ineligible dependents remaining enrolled Consistency is
more impactful

Campus Benefits’ independent, carrier-neutral support helps ensure than speed

consistent alignment across HR, payroll, and carrier systems.
Fast updates without

documentation almost always
create downstream issues

4

Employee
Aligned Data,
Fewer Errors

Compliant,

Payroll, HR, and carriers
must operate from
synchronized records to
avoid claim denials and
premium errors

Appeals work
bestwith facts

Carrier Payroll

Clear communication of

Closing Insight & Lessons Learned deadlines and expectations
reduces employee frustration

Midyear benefit changes require clear documentation, timely reporting, and and limits appeals,

strict adherence to IRS and HIPAA rules. Centralizing updates through HR- grievances, or escalations

and ensuring that all departments follow the same submission pathways-
dramatically reduces administrative strain, prevents inconsistent records,

and protects employees from unintended coverage gaps. When public
employers standardize deadlines, enforce documentation requirements, ‘ am
BENEFITS

and consistently reconcile data, they create a measurable reduction in billing

drift and eligibility disputes. These improvements also strengthen audit TOGETHER WE'RE US
readiness and reinforce employee confidence in the accuracy of their Campusbenefits.com
benefits. 866-433-7661
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Legal & Educational Notice

This case study has been prepared for educational purposes only. All individual and organizational names have
been anonymized to protect the privacy of those involved. Each insurance claim is unique, and variations in facts,
timing, and documentation can materially affect the outcome. The examples and quotations of policy language
contained herein are illustrative only; policy provisions may differ between plans and may be revised over time.
Final determinations regarding eligibility, coverage, and payment are made solely by the insurance carrier
administering the policy. Nothing in this publication constitutes legal advice, and readers should consult their own
legal counsel regarding specific questions or circumstances.

© 2026 Campus Benefits. All rights reserved. No portion of this document may be reproduced or distributed
without the express written permission of Campus Benefits.

IRS Section 125 Requirements

+ Elections are locked for the plan year unless a permitted event occurs. (IRC §125(d)(1))

* Any change must be consistent with the event and supported by documentation.

+ FSA and dependent-care elections follow the same restrictions.

HIPAA Special Enroliment Rights

« Birth, adoption, marriage, and loss of other coverage trigger mandatory midyear enrollment rights. (29 C.F.R.
§2590.701-6).

+ Most events require action within 30 days; Medicaid/CHIP events allow 60 days.

ACA & Governmental Employer Considerations

+ Accurate full-time classification required for ACA affordability and reporting. (26 U.S.C. 84980H).

« Governmental plans remain exempt from ERISA under 83(32) but must follow IRS, HIPAA, ACA, and state
administrative rules.
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C o M P A s s The following document is for your organization’s
administration to better understand the Compass

COMPANION | sttt promronsater

This Benefit Signals issue is paired with an employee-facing Campus Benefits Compass guide that translates this
topic into clear, practical steps for staff. The Compass piece helps employees understand what to do, when to
act, and which documents they need, reducing confusion and preventing avoidable errors. Districts and
municipalities can distribute the Compass piece during onboarding, open enrollment, or whenever employees
experience a qualifying event.

/

( HOW TO USE THIS COMPASS GUIDE )

Step 1: Download the Compass companion piece separately
Step 2: Fill in your contact information so employees know who to reach out to with questions.
Step 3: Distribute the piece to your employees in whatever format works best for your organization.

¢ Share it with employees when they report a life event or request a midyear change.
¢ Include it in onboarding packets for new hires to set expectations early.
e Use it as a consistent reference tool to ensure employees follow required steps and deadlines.

* If you would like a more customized piece tailored to your specific organization, please email
together@campusbenefits.com.

Legal & Educational Notice

This publication is provided solely for educational and illustrative purposes; all
examples and scenarios have been anonymized to safeguard privacy. Benefit
programs differ by plan design, carrier contract, state law, and local administrative
practice, and nothing herein should be interpreted as legal, tax, or compliance advice. Cammrﬁ
All determinations regarding eligibility, coverage, and claims are made exclusively by N

the applicable carrier, administrator, or governing authority. Readers should consult
their own legal, tax, or audit advisors before taking action based on this material.

Circular 230 Disclosure: Any U.S. federal tax information contained in this publication
is not intended or written to be used, and cannot be used, for the purpose of avoiding Scan or click the QR code to
tax penalties under the Internal Revenue Code or promoting, marketing, or

recommending any transaction or matter addressed herein. access the Compass Companion
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