Affordablé Care Act: recap and look ahead

by Cynthia Lande

Since it was signed into law over six years
ago, the Affordable Care Act has been a
top concern for employers and individuals.
In that respect, 2016 is no different than
prior years. With almost all of the new
requirements under the ACA now in
effect, it is a good time to review the rules
implemented over the past six years and
plan for the changes still yet to come.

A summary of the most significant
changes in benefits and the health
insurance industry for employers and
individuals since 2010 follows.

2010

Market Reforms: Some of the first changes
to take effect upon enactment of the ACA
in 2010 were new requirements relating to
the types of insurance policies that can be
issued and restrictions insurers can place
on insureds. They included:

* Coverage for adult children up to

age 26;

* Coverage for individuals with

pre-existing conditions;

* Prohibition on annual and lifetime

limits; and

* Coverage of preventive services

without cost-sharing.’

Small Business Tax Credit: Certain small
businesses with fewer than 25 full-time
employees are eligible for tax credits
offsetting the cost of employee health
insurance. Beginning in 2010, the maxi-
mum credit amount was 35 percent of the
employer’s share of employee coverage.

2011

Medical Loss Ratio: Beginning in 2011,
at least 80percent (85percent in the case
of certain employer-sponsored plans) of
the cost of health insurance premiums
must be spent on health care services.
Insurance companies must report wheth-
er their policies meet this requirement.
If an insurance policy fails to meet this
requirement, the insurance company must
rebate a portion of the premiums paid to
customers.

2012

Summary of Benefits and Coverage: Group
health plans and insurers must provide
participants, on an annual basis, a
summary of benefits and coverage that
explains in plain language the benefits
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and coverage provided under the plan.

W-2 Reporting: Certain large employers
must report the total cost of employ-
er-sponsored health coverage provided to
each employee and the employee’s family.
This includes the portion paid by the
employer and the portion paid by the em-
ployee. This requirement does not change
the rules that allow employees to exclude
the value of employer-provided health
coverage from their taxable income. The
cost of coverage reported on the employ-
ee's W-2 is merely informational.

2013

Notice of Health Insurance Exchange and
Premium Tax Credit: Employers are required
to notify employees at the time of hiring
of the existence of the exchanges and the
availability of premium tax credits for pur-
chasing health insurance on the exchang-
es. The Department of Labor issued model
notices that employers can use to meet this
requirement. At the same time, the Depart-
ment of Labor revised the model COBRA
election notice to provide information
about health insurance available through
the Health Insurance Marketplace.

Medicare Tax: Taxpayers must pay an
additional tax of 0.9% on wages, com-
pensation, or self-employment income in
excess of $200,000 ($250,000 for married
taxpayers filing a joint return).

Health FSA Limits: Beginning in 2013,
individual health FSA contributions are
limited to $2,500 per year (indexed on an
annual basis).

2014

Health Insurance Exchange: In 2013,
individuals could begin purchasing
health insurance on the Health Insur-
ance Marketplace for calendar year 2014.
Individual health insurance purchased on
the Health Insurance Marketplace is made
more affordable by tax credits available
to individuals between 100 percent and
400 percent of the Federal poverty line
who do not have access to other affordable
coverage. The credits are advanceable, so
individuals can use the credits to offset the
cost of coverage throughout the year rather
than waiting until they submit their tax
returns. The credits are also refundable, so
they can benefit taxpayers with little or no
taxable income.

Individual Mandate: Beginning in 2014,
individuals must have health coverage or
pay a penalty. The penalty is the greater
of the applicable flat dollar penalty or
percentage of household income. The flat
dollar penalty for 2016 is $695 per person
in the family (divided in half for individ-
uals under the age of 18), up to a maxi-
mum of $2,085. For 2016, the percentage
of household income penalty is 2.5% the
taxpayer’s household income. A taxpayer’s
penalty is limited to the average national
bronze plan premium.

Small Business Tax Credit: Beginning in
2014, the small business tax credit (de-
scribed above) increased to a maximum
of 50 percent of the employer’s share of
employee coverage.

2015

Employer Mandate: Beginning in 2015, the
employer mandate will apply to all employ-
ers with at least 100 full-time employees, in-
cluding full-time equivalents. For 2015 only,
employers with 50-100 full time employees,
including full-time equivalents, are not
subject to the employer mandate. Employ-
ers subject to the employer mandate must
offer all full-time employees coverage that
is affordable and provides minimum value.
Coverage is affordable if the employee’s cost
of employee-only coverage does not exceed
9.5%* of the employee’s household income.
Coverage provides minimum value if the
policy pays at least 60 percent of covered
costs. Failure to offer coverage, or offering
coverage that is not affordable or does not
provide minimum value, could subject
employers to penalties.






