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Notice 2022-41: Additional permitted election changes
[0r health coverage under “caleteria plans

The IRS today released Notice 2022-41 [PDF 131 KB] allowing a participant in a section 125 “cafeteria plan” to
revoke or modify, during a period of coverage, an election under the plan for family coverage under a group
health plan (other than a flexible spending arrangement (FSA)) in order for one or more family members to
enroll in a qualified health plan (QHP) through a health insurance exchange in the individual market.

Today’s notice states that it is being issued in conjunction with regulations under section 36B, which provide that
the affordability of an offer of group health plan coverage for a related individual is based on the employee’s
cost to cover the employee and the employee’s related individuals. Read TaxNewsFlash

The guidance in today’s notice is effective for elections effective on or after January 1, 2023. The notice states
that the Treasury Department and the IRS intend to modify the regulations under section 125 consistent with
the notice, and taxpayers may rely on the guidance in the notice pending further guidance.

The notice further provides that to allow the new permitted election changes under the notice, an employer
must amend a cafeteria plan to provide for these election changes. An employer must adopt the amendment on
or before the last day of the plan year in which the elections are allowed, and the amendment may be effective
retroactively to the first day of that plan year, provided that the cafeteria plan operates in accordance with the
guidance under the notice and the employer informs participants of the amendment. In addition, an employer
may amend a cafeteria plan to adopt the new permitted election changes for a plan year that begins in 2023 at
any time on or before the last day of the plan year that begins in 2024. However, in no event may an employer
amend a cafeteria plan to allow an election to revoke coverage on a retroactive basis.
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The information contained in TaxNewsFlash is not intended to be “written advice concerning one or more Federal tax matters” subject to the requirements of section 10.37(a)(2) of
Treasury Department Circular 230, as the content of this document is issued for general informational purposes only, is intended to enhance the reader s knowledge on the matters
addressed therein, and is not intended to address the circumstances of any particular individual or entity. Although we endeavor to provide accurate and timely information, there can be
no guarantee that such information is accurate as of the date it is received or that it will continue to be accurate in the future. No one should act on such information without appropriate
professional advice after a thorough examination of the particular situation.

The KPMG name and logo are trademarks used under license by the independent member firms of the KPMG global organization.
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Direct comments, including requests for subscriptions, to Washington National Tax. For more information, contact KPMG s Federal Tax Legislative and Regulatory Services Group at + 1
202.533.4366, 1801 K Street NW, Washington, DC 20006-1301.

To ribe from T lash-United States, reply to Washington National Tax.
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