





following: 1) information on the receipt, including date and amount, of
the former employee's 35% share of the premium; 2) copies of any
invoice or other proof of payment made to an insurance carrier for
insurance for the COBRA recipient; 3) information concerning the
qualifying event that enabled the individual to receive the COBRA
subsidy under the Stimulus Act; and 4) a record of the amount of subsidy
reimbursed with respect to each covered employee.

An employer can also receive a payroll tax credit for the amount of its
reimbursement. Local governmental entities should contact their
payroll providers for assistance in receiving the payroll tax credit.
Additionally, the IRS website contains directions for employers on
applying for the payroll tax credit. Employers will only be eligible to
receive the subsidy reimbursement or payroll tax credit for a qualifying
event that occurs in the period beginning September 1, 2008 and
ending December 31, 2009. Therefore, it is anticipated that subsidy
reimbursement eligibility will end during the fourth quarter of 2010.
Because the IRS has indicated that it will not extend the deadlines for
filing the required paperwork for the subsidy reimbursement or payroll
credit, employers must keep good records to guarantee compliance
and receipt of funds pursuant to the Stimulus Act.

HIPAA

The Stimulus Act implemented major revisions to the Health Insur-
ance Portability and Accountability Act ("HIPAA") to improve the secu-
rity and privacy of patient records. Because fire protection districts
which provide emergency medical service are covered entities under
HIPAA, it is important to learn the new regulations. ~Fortunately, the
new regulations do not represent a vast change in how most covered
entities protect a patient's protected health information ("PHI"). Fol-
lowing are the key amendments to HIPAA affecting emergency service
providers.

First, the Stimulus Act expands the requirements of business associates
for covered entities under HIPAA. Specifically, the Stimulus Act modified
the HIPAA Privacy Rule to include compliance by business associates
of covered entities. As a result, business associates must protect the
confidentiality of all PHI obtained while operating on behalf of a covered
entity. Most covered entities, however, already require their business
associates to safeguard PHI in this manner as part of a business
associate agreement. In addition, business associates now have the
same duty as a covered entity to report any known violations of the
Privacy Rule by a covered entity with which it has a business associate's
agreement. The original rule only placed a duty on covered entities to
report violations.

Next, the Stimulus Act amended the notice requirements for a "breach”
in the release of PHI. Previously, a covered entity did not have to notify
a party of an unwarranted release of PHI unless it determined that the
notification was necessary to mitigate damages to the individual. Now,
a covered entity must notify any individual who it reasonably believes
has his or her PHI disclosed in violation of the Privacy Rule.
Unintentional disclosure of PHI, however, is not defined as a breach by

the amendments.
continued on page 7
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NoRTHERN ILLINOIS ALLiANCE OF FIRE ProTECTION DISTRICTS

PRESENTS:

ILuinois AssociaTioN oF FIRe ProTecTioN DisTRICTS
Apvancep TrusTee Training Parts 1 & 3

Administration Training and Trustee Qualification
The IAFPD has developed a 3-Part Trustee Qualification Program as
part of the implementation of PA 95-0799 (effective 1/01/09). The Office
of the State Fire Marshal has approved the IAFPD Program under
PA 95-0799, which allows additional compensation for paid trustees
who complete the program. The program curriculum covers organization
and administration, finances, procurement and legal liability, personnel
and human resources. Trustees who complete all three parts of the
program will qualify (subject to local appropriation) to receive an
increased payment of up to 50% of their regular trustee's compensation.

Training Session Schedule
7:30 am - Registration
8:00 am - Noon - Training Program

PART 1 - Organization and Administration of the
Fire Protection District
October 17, 2009 - Frankfort FPD - Frankfort, IL
(Exact location to be determined)

PART 3 - Personnel and Human Resources
September 12, 2009 - Deerfield-Bannockburn FPD
500 Waukegan Rd, Deerfield, IL

Visit our website www.niafpd.org to print out a registration form.
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Since our last writing, the general tone with respect to the economy has
improved. The largest banks in the system received better than expected
marks from the regulatory stress tests. Mixed but mildly encouraging
news in retail sales, housing, jobs-related data and inventories all hinted
that the recession may be bottoming out. Equity markets rallied sharply
off the early March lows generally increasing by over 30 percent. With a
little more optimism in the air, it took little time for the attention to turn
from the current recession to the potential for run-a-way inflation.

The ballooning of our national debt is certainly worthy of our concern
given the implications for inflation. Recent inflation fears have certainly
contributed to a substantial rise in yields for securities with longer
maturities. The yield on the 10 Year Treasury Note has increased from
just a little over 2.00% at year-end to 3.65% at this writing. Remember,
Federal Reserve policy directly influences short-term interest rates. The
end result is a yield curve that is currently fairly steep, a desirable
circumstance for an economy trying to get back on its feet.

Although the longer end of the yield curve is discounting inflation down
the road, we expect short-term rates to remain lower for some time.
First, the Fed (who is meeting at this writing) certainly does not want to
derail any foundation that is building for economic recovery. Additionally,
the economy as it sits today contains a lot of slack. It appears that we
have plenty of room to grow before inflation talks need to get serious.

As we have noted previously, lllinois Fire Protection Districts, as a matter
of investment policy, invest the majority of their assets in short-term fixed
income securities. The following yield comparisons are an average of
selected current offerings at the time of this writing.
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Treasury u.sS. Certificates
Notes Gov't Agency of Deposit
1 Year 0.46% 1.05% 1.05%
2Years 1.12% 2.35% 2.10%
3Years 1.72% 2.65% 2.80%
5Years 2.66% 3.65% 3.55%

Little has changed in our assessment of short-term alternatives. For
those districts that can afford a little maturity risk, the incremental
yield is meaningful. Agency and Certificate of Deposit yield spreads
remain attractive relative to Treasuries.

As always, we encourage lllinois Fire Protection Districts to adopt a
managed portfolio approach for reserve funds. Portfolios should be
designed with proper consideration given to investment time horizon,
current liquidity needs, diversification, safety and legal constraints.
Please feel free to contact us directly should you have any questions.

"The information in this article is obtained from sources believed to be reliable. Information
in this article is the opinion of the author and should not be construed as investment advice
or a guarantee of future returns.
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We had a most productive session, but, as is always the case, the
General Assembly did not get to all we proposed. | will summarize our
successes, one disconcerting set-back, and things still in the process.
But first how the assembly did (or did not) do it's work.

As time got close to June 1, 2009, we saw a slowing of work being
done on the two chamber floors. Ethics legislation and tax increase
took all the oxygen in the rooms, and then set fire to increasing hard
feelings on the last two days. Therefore, very little was done except for
the members to sit and wait to see if the tax agreement was possible.

One of our bills (SB2180) got caught on this flypaper, and it will now be
passed in the fall veto session. Itis to eliminate the sale and use of toy-
like lighters. | am confident this will pass.

Other successes of note:

HB 38  Creates the no-interest fire station loan fund

HB 77  Clarifies our right to honor fallen fire personnel with the
flag being lowered

HB 242 Adds a COL provision to the debt extension levy

HB 666 Raises fees for service to non-residents by 50%

HB 667 Allows increase of 3 member board from 5 by ordinance,
not referendum

HB 669 Reduces chiefs' m-plate fees to same as all other
m-plates

HB 2592 Sets new fees for the fire prevention fund from vehicle
code convictions and arson Inspections

HB 2669 Emergency service reimbursement

SB 1353 Allows for the further training of retired chiefs and
firefighters

Bills still in the process:

HB 542  Medicaid - ambulance service rates

HB 650  Continuing insurance privileges

HB 665 Change rate ceiling limit to 0.6%

HB 670  Salary limit for district trustees for large districts goes to
$4,000

SB 328 Residential building codes

SB 1255 Fire district early funding from TIFS

SB 2180 Previously mentioned toy lighter bill

Speed bumps:
HB 587  Unfortunately, creates labor boards to spend foreign fire
tax dollars

We continue to work on housing inspections in college towns,
notice of train crossing closing to small districts, refunds on in-
surance costs for long-term catastrophic disability pensions, and
many other topics. Lots got done. Still lots to do. Thanks for our
members very devoted help, and for our wonderful Springfield
staff.
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The new regulations require that the notice be sent without
unreasonable delay - no later than 60 days after the discovery of the
breach - via first-class mail to the individual. In addition, the notice
must state the date of the breach, the type of PHI disclosed due to the
breach, the steps an individual must take to protect oneself as a result
of the breach, and the steps the covered entity is taking to investigate
the breach. Further, if the breach involves the release of the PHI of 500
or more individuals, notice must be provided to media outlets and the
Department of Health and Human Services. The only exception to the
notice requirement is for a breach due to a law enforcement disclosure
of PHI. In the case of a law enforcement breach, the notification can
be delayed if the notice would impede a criminal investigation.

Finally, the Stimulus Act alters the disclosure rules for the release of
PHI by covered entities. Under the previous rule, a covered entity was
not required to report the release of PHI if the release was for the
purpose of treatment, payment or operational purposes. Under the
new rule, a patient can prevent a covered entity from releasing PHI for
payment and operational purposes. Thus, if a covered entity receives
a request from a patient not to release his or her PHI, the entity can
release the PHI for treatment purposes only.

The new regulations also alter the time period during which an individual
can receive an accounting of the release of his or her PHI by a covered
entity. Previously, an individual could receive an accounting for the
release of PHI for a period of six (6) years prior to the date of the request.
Releases for treatment, payment or operations, however, were exempt
from the accounting. Now, an individual can only receive an accounting
for the three (3)-year period preceding the date of the request. The
new accounting, however, must include all releases including those
made for treatment, payment, or operational purposes.

Health Insurance Dependency

The lllinois General Assembly took action to ease the financial strain of
providing health insurance to dependents. Public Act 95-958, approved
in September of 2008 established new requirements for dependent
health insurance coverage in lllinois. In addition, the Act adds two new
sections to the lllinois Insurance Code (215 ILCS 5/1 et seq.) concerning
health insurance for dependents. Although, both new sections of the
Act are summarized in this article, the section expanding dependent
health insurance coverage will have a greater effect on fire protection
districts.

Dependent student leaves of absence

Under new Section 356z.11 of the Insurance Code, health insurance
policies delivered, issued, or renewed after June 1, 2009 must continue
to provide coverage for dependent college students who can only enroll
part-time because of catastrophic injuries or illnesses. Additionally,
coverage must continue for college students who take medical leaves
of absence because of catastrophic injuries or illnesses.
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The statute does place some limitations on this continued coverage
requirement, and all of a given policy's terms and conditions will apply
to the continuation of dependent student coverage. Additionally, the
continuation of coverage is limited to a maximum of 12 months. Under
the statute, the continued coverage "shall terminate 12 months after
notice of the iliness or injury or until the coverage would have otherwise
lapsed pursuant to the terms and conditions of the policy, whichever
comes first." Finally, dependent students are required to provide
physicians' certifications of the need for part-time status or medical
leaves of absence.

Expanded dependent coverage

New Section 356z.12 adds several provisions to the Insurance Code,
which establishes expanded age limits for dependent coverage.
Specific age limitations apply to unmarried military veteran dependents
and all other unmarried dependents. This new section also creates
requirements for dependent health insurance enrollment periods, as
well as specifying other requirements related to expanded dependent
coverage.

New age limitations

Health insurance policies amended, delivered, issued or renewed after
June 1, 2009 must not terminate coverage or deny the election of
coverage because of a dependent's age, before the dependent's 26th
birthday. For unmarried military veteran dependents, coverage cannot
be terminated or denied before the dependent's 30th birthday. It is
important to note the new statutory language only prohibits termination
or denial of coverage because of a dependent's age. Other limitations
imposed under a given policy are not impacted by this requirement.
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To be eligible for coverage until age 30, a military veteran dependent
must (1) be an lllinois resident; (2) have served as a member of the
active or reserve components of any of the branches of the Armed Working Hard For Your Success.
Forces; and (3) have received a release or discharge other than a

Rkt J. Mathsan

dishonorable discharge. Military veteran dependents are required to Eifth T Bk
submit an approved form to the insurer stating the date of release from = Wik Prasident
. 232 5 Rierside Plaza 33d F
service. Chicaga, IL BDE0S
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Section 356z.12 also details the requirements and limitations for initial ek

and annual enrollment periods. Regarding initial enroliment, policies .M

amended, delivered, issued or renewed after June 1, 2009 must allow RSN

a 90-day enrollment period for eligible dependents. A policy's normal BN TSIt 0 ko S Yook o S e N Mo
enroliment terms will apply after that initial 90-day enroliment period.
According to the lllinois Division of Insurance, eligible dependents may
not be excluded during an initial 90-day enrollment period because of
creditable coverage issues, continuous coverage issues, or breaks in DAVID F. FREY
coverage. Also according to the Division of Insurance, the initial 90- E A dail ]
day enrollment provisions apply from June 1, 2009 through May 31,
2010.
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Insurers are required to provide notice of the new dependent coverage AIR ONE
requirements at the time of application or enrollment, in the certificate EQUIPMENT, INC.,
of coverage, and in a semi-annual notice delivered to the insured. s R ‘-;..-;. el Vo (447 245500
Finally, although the dependent student coverage required under South Elgin, 1L 60177-2637  Tul Feee B s
Section 356z.11 applies only to students, Section 356z.12 states Website R ———
enrollment in an educational institution is not a requirement for
dependent health insurance coverage.

Conclusion
Although these laws may appear confusing at first glance, most fire
protection districts will only need to make minimal changes to their McClure and Associates

rules and regulations to become compliant. In addition, both the
Internal Revenue Service and the lllinois Division of Insurance websites
have excellent materials concerning the new laws. As always, any
questions concerning these laws should be directed to your district's
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atiomey. Brian Ciarrachi 2067 Burlington Avenue
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