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The ACT and its Complexities
• The Act’s requirements, amongst many, include:
– Contrary to popular belief, it does not require any employer
to provide health insurance
– A dependent’s coverage may extend until age 26
– Does not require large employers to offer coverage to
spouses
– Prohibits lifetime $ limits
– Pre-existing condition limitations no longer allowed
– Waiting periods of over 90 days for coverage eliminated
– Preventative care, covered at 100 percent
– Medicaid expansion for those up to 133 percent of federal
poverty level
– The law will impact small employers too...
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The ACT and its Complexities
(cont’d)
• Regulations are forthcoming on a regular basis
– Much more than what can be communicated within
this presentation
– 20,000 pages of regulations and growing….

• Considerations for Employers
– Impact still largely unknown but employers shouldn’t
anticipate lower costs as a result of the law
– CBO estimates number of individuals obtaining
coverage through their employer will drop 3 million by
2019
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A Common Question
• The Act’s individual mandate does require all to
have health insurance, unless:
– You are part of a religion opposed to acceptance of
benefits from a health insurance policy
– You are an undocumented immigrant
– You are incarcerated
– You are a member of an Indian Tribe
6
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Top 10 Most Important Things
Every Non-Profit and
Governmental Entity should
know about the ACA
(Amongst many things to know….)
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#1: What Does the Individual
Mandate
Mean?
The ACA mandates that it is up to the individual
to assure they have minimally essential
coverage, which means (an individual must have
any or a mix of the following):

1)
2)
3)
4)
5)
6)
7)

Pay an Excise Tax

Medicare
Medicaid or the Children’s Health
Insurance Program (CHIP)
TRICARE ( for service members,
retirees, and their families)
The veteran’s health program
OR
A plan offered by an employer
Insurance bought on your own that
is at least at the Bronze Level
A grandfathered health plan in
existence before the health reform
law was enacted

* Expect employees to place pressure on
employer’s to provide coverage

These excise taxes will be indexed in
future years.

#2: What Does the Employer
Shared Responsibility Mean?
• Large employers may be subject to an excise tax if

• At least one full-time employee whose household
income is between 100 percent and 400 percent of
the federal poverty level receives a premium tax
credit for exchange coverage
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#3: Who is a “Large Employer”
Under the ACA?
• Any employer with 50+ full-time equivalent
employees
– Need to factor in both full-times and variable timers
– 30-hour rule
– Seasonal employees
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#4: How Will the Act be “Paid
For?”
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Medicare Tax Increases
• Medicare tax increases – effective 1-1-13
– “High Income Medicare tax”
• additional 0.9 percent Medicare tax on earned income

– “Net Investment Income Medicare tax”
• 3.8 percent Medicare tax on unearned income
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“Play or Pay Penalty” for Not
Offering Minimally Essential
Coverage; Effective 2015

Shared Responsibility Excise Taxes on large employers IRS code Section
4980H(a)
•
•
•

$52 Billion in taxes anticipated to be collected in these taxes
Impacts Employers with 50 or more FTE employees
Is triggered if an eligible employer does not offer “minimally essential
coverage.”
– Coverage is unaffordable
– Does not provide a minimal value of coverage

•
•
•
•

The excise tax will be triggered if one employee receives an “appropriate”
premium tax credit or cost sharing subsidy from the Exchange
The penalty is in the form of a $2,000 annual excise tax for each FTE in
excess of 30 (does not include FTE’s generated by variable timers)
The tax will go up annually
Relatively low cost = encouragement to discontinue coverage? Or is it a
bait & switch?
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“Play or Pay Penalty” for Not
Offering Minimum Essential
Coverage {Section 4980H(a)}
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“Play and Pay Penalty”;
Effective 2015
Shared Responsibility Excise Taxes on large employers IRS code
Section 4980H(b)
• Impacts Employers with 50+ FTE employees

• Is triggered if an eligible employer offers coverage that is either:
– Unaffordable, or
– Does not provide a minimal value of coverage

• The penalty is in the form of a $3,000 annual excise tax for each
FTE who enrolls in the Exchange and receives a subsidy
• The tax will go up annually
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“Play and Pay Penalty” for Providing
Unaffordable Coverage or Coverage that
Does Not Provide Minimum Value {Section
4980H(b)}
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PCORI Fees
•

PCORI Fees
–
–

•

Plans subject to the fee:
–
–
–
–

•

Patient Centered Outcome Research Institute
For calendar year end plans, filing and payment due 7-31-13

Medical insurance (whether fully insured or self funded) plans
Prescription drug plans
Health reimbursement accounts (HRAs)
Retiree – only health plans

Plans exempt from the fee:
–
–
–
–
–
–

Separately insured dental or vision plans
Self-inured dental or vision plans, if subject to separate coverage elections and employee
contributions.
Expatriate coverage provided primarily for employees who work and reside outside of the U.S.
Health savings accounts (HSAs).
Most flexible spending accounts (FSAs).
Employee assistance programs (EAPs), wellness programs and disease management programs
that do not provide “significant benefits in the nature of medical care or treatment.”
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#5: Small Employer Health
Insurance Tax Credits: 2 Phases of
this Credit
•

General Purpose of the Credit

– This tax credit is designated to help small employers afford the cost of
providing health insurance to their employees

•

Phase 1
– The employer may receive a credit of up to 35 percent of the employer’s
contribution to health insurance coverage.
– To qualify, an employer must:
1.
2.
3.

•

Cover at least 50 percent of cost of health insurance for employees;
Not have more than 25 full-time equivalent employees; and
Have annual wages of less than $50,000, phase out of credit starts at $25,000 in
wages

Phase 2
– On January 1, 2014, the credit will increase to 50 percent of the employer’s
cost of health insurance costs, but you must buy insurance on the
Exchange to get this credit.
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#6: The Health Insurance
Marketplace/Exchange
•

Health Insurance Marketplaces / Exchanges
– Open enrollment
– Plans go into effect

•

October 2013?
January 2014

Small employers: Small Employers Health Options Program (i.e., the
“SHOP” program)
–
–
–
–

Open to all small businesses in 2014
Must have 50 FTEs or less
In 2014, employer chooses one insurance product for all employees
In 2015, employer picks the metal level, employees choose the insurance
product
– In 2016, SHOP expands to businesses with up to 100 FTEs
– In 2017+, States have option to expand SHOP eligibility to large groups

•

Small employers must purchase insurance on SHOP to be eligible for Small
Business Tax Credits
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#6: The Health Insurance
Marketplace/Exchange (cont’d)
• Essential Health Benefits:
1.
2.
3.
4.
5.

Ambulatory Patient Services
Emergency Services
Hospitalization
Maternity and Newborn Care
Mental Health & Substance Use Disorder Services;
Behavioral Health Treatment
6. Prescription Drugs
7. Rehabilitative and Habilitative Services and Devices
8. Laboratory Services
9. Preventative Wellness Services and Chronic Disease
Management
10. Pediatric Services, Including Oral and Vision Care
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#6: The Health Insurance
Marketplace/Exchange (cont’d)
•

Platinum
88-92 percent AV

•

Gold
78-82 percent AV

• ACA uses “Metal Levels” to
standardize insurance products
offered on exchange to
individual and small group
markets
– Based on actuarial values

•

Silver
68-72 percent AV

•

Bronze
58-62 percent AV

• The percentage of total average
costs for covered benefits that a
plan will cover
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#7: What are the Measurement,
Administrative, and Stability
Periods All About?
• What is the Measurement Period?:

– It is a period of time at least 3 months, but not more than
12 months - the employer picks the length of time
– It is how an employer ascertains if you are a “large
employer”
– It is how an employer determines who needs to be offered
affordable and minimally essential health insurance
coverage, or face Excise Tax
• (e.g., Assessable Payment, or penalty)

• What is the Administrative Period?:
– The period of time (up to 90 days) after the Measurement
Period. This is the time when eligible employees are
registered for coverage.
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#7: What are the Measurement,
Administrative, and Stability
Periods All About? (cont’d)
• What is the Stability Period?
– The period of the time after the Measurement and
Administrative periods
– Must be greater than the Measurement period “plus”
one month or 12 months
– This is the time when coverage is offered for those
determined eligible
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#7: What are the Measurement,
Administrative, and Stability
Periods All About? (cont’d)
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#8: Can I Classify My Workers
as Independent Contractors?
• Very likely no
• ACA does not define employee, but common law
definition / classification of employee applies
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#9: Can I Lease Employees to
Circumvent the Act?
• Yes, but leasing entity will very likely be subject to
the ACA
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#10: Other Employer
Considerations
Health Insurance Marketplace Notice
• An employer is required to provide notice of the availability of the
Exchange, informing employees that:
1.
2.
3.

The existence of the Marketplace;
That employees may be eligible for a subsidy under the
Marketplace if the employer’s share of the aggregate cost of
benefits is less than 60percent; and
That if the employee purchases a policy through the Marketplace,
he or she will lose the contribution to any health benefits offered
by the employer

• Notice must be provided to each employee at the time of hiring
– Within 14 days of hire

• For existing employees, the notice must be give no later than
October 1, 2013
• Consequences for not providing notice?
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#10: Other Employer
Considerations (cont’d)
• Prohibition on Annual Limits
– Beginning in 2014, annual limits on the dollar value of benefits
for any participant or beneficiary will no longer be allowed
– However, group health plans may still place annual or lifetime
limits on specific covered benefits that are not essential health
benefits

• Prohibition on Excessive Waiting Periods
– Group health plans and a health insurance issuer offering group
or individual health insurance coverage are prohibited from
applying any waiting period that exceeds 90 days
– Waiting Period = the period that must pass before coverage
begins for an employee or dependent who is otherwise eligible to
enroll under the terms of a group health plan
– Check your plan!

© 2013 Rehmann

#10: Other Employer
Considerations (cont’d)
Two Types of Employee / Wellness Programs Allowed Post 2014
1.

Health Contingent Wellness Programs
– Activity Only – must perform or complete an activity related to a
health factor
– Outcomes Based – must attain or maintain a specific health
outcome.
– Alternative required
– Reward cannot exceed 30percent of the cost of coverage; rewards
for tobacco allowed to add an additional 20 percent

2.

Participatory Wellness Programs
– Available to all employees regardless of health status
– No alternative required
– No limit on potential reward employee can receive
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Emerging Employer Tactics to
Combat PPACA
• Drop coverage if employees can qualify for government
subsidies/Medicaid, especially if won’t trigger penalties
(employee’s eligible for Medicaid = No Excise Tax)
• Drop all workers to part-time (below 30 hours) to avoid
penalties
• Drop spousal coverage
• Offer replacement compensation/benefits and tell employees
to purchase their own coverage or pay individual penalty.
Employer may incur the Excise Tax. Increase in wages to
employees may impact their ability to obtain cost subsidies on
the Exchange.
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What Should Employers Do?
• Develop a Strategy
• Create a Compliance Plan
• Monitor Regulatory Environment
• Form a Team of Trusted Advisors

© 2013 Rehmann

Thank you!
Don McAnelly, CPA, ABV, CGMA
Phone:
(989) 799-9580

Email: don.mcanelly@rehmann.com
www.rehmann.com

Michael P. James, JD, MBA, CSSGB
Phone:
(517) 377-0823
(313) 237-7300

Lansing
Detroit

Email: mjames@fraserlawfirm.com
www.linkedin.com/in/MichaelJamesLaw

© 2013 Rehmann

