The Patient Protection and Affordable Care Act of 2010
By Fred Fischer, Benefits Director, CFP, Inc.
On March 23, 2010, the President signed the Patient Protection Act into law and on March 30, 2010, the Reconciliation Act was signed into law.    The new law (2600 pages!!!) requires all individuals to obtain health care coverage by 2014 to avoid paying penalties.  Individuals enrolled in an employer health plan will satisfy this coverage requirement. Individuals who do not have coverage through an employer health plan will be able to shop for health plans in a state sponsored “health insurance exchange” (the source of many of the current lawsuits by individual states).   Employers that do not offer coverage will generally be subject to a penalty, and even employers that offer coverage will be subject to a penalty if the coverage does not meet certain requirements and an employee opts out of such coverage.

Employer-sponsored plans that were in effect on March 23, 2010, are grandfathered indefinitely from many of the requirements of the Health Care Acts. Spouses, dependents, and new employees may continue to enroll in such plans until regulations are created.  The regulations are supposed to clarify the definition of a “Grandfathered Plan” and what employer/carrier changes may terminate that designation. Some of the following key items of the Health Reform Act may affect employer sponsored plans whether their plans are grandfathered or not. 
For 2010, the major changes for employers are:

1) A Small Employers Tax Credit may be available for businesses with fewer than 25 employees and average wages of less than $20,000.  Eligible employers can receive a tax credit of up to 35% of the employer’s contribution toward the employee’s premium.  The credit will be computed along with the employer’s year end income tax return.  Different rules apply to non-profit organizations.

2) Medicare Beneficiaries who hit the pharmacy “donut hole” will be eligible for a $250 rebate in 2010, and subsequent year’s drug coverage expense will go down.
3) There is a provision for partial reimbursement to employers who are providing insurance for retirees over age 55 who are not yet eligible for Medicare.

4) Effective for Plan years starting after September 23, 2010, there will be; (a) No pre-existing condition exclusions for children under age 19; (b) No lifetime plan limits; (c) No rescission of health coverage, except for fraud; (d) Adult children medical coverage as dependents until age 26 whether they are married on single; (e) Cost sharing obligations for preventive services will be prohibited.

Other Law Changes effective in subsequent years include:
Penalties:      Although the Health Care Acts do not require employers to provide health insurance coverage, failure to provide coverage may subject them to penalties beginning in 2014. Employers with 50 or more full-time employees that do not offer a health plan will be penalized $2,000 for each of their full-time employees if at least one of them obtains subsidized coverage through a health insurance exchange. However, the first 30 full-time employees do not count towards the penalty. Employers with 50 or more full-time employees that provide a health plan will still be subject to penalties if: (i) the employee’s share of the premium for such plan exceeds 9.5% of the employee’s income, or such plan does not cover at least 60% of the costs for covered services under the plan; (ii) one of their fulltime employees opts out of their plan; and (iii) the employee gets subsidized coverage through a health insurance exchange. The employer penalty equals the lesser of: (i) $3,000 for each employee who obtains subsidized coverage, or (ii) $2,000 for each full-time employee.  The Health Care Acts, beginning in 2014, will generally penalize employers for failing to provide their employees with health care coverage. While most large employers provide such coverage, they may have workers classified as independent contractors who the IRS may classify as employees. This classification issue, an IRS targeted enforcement issue, may effect employers under the Health Care Acts. 
Reporting Compliance:     Health plans will be required to file informational returns reporting: (i) whether coverage is offered to employees; (ii) the waiting period for coverage; (iii) the name, address, and tax ID number for each full-time employee; and (iv) the months during which each full-time employee was covered under the plan. The reporting is due January 31 of the following calendar year. Additionally, employers must provide written notice to employees, at the time of their hiring, of the availability of the health insurance exchanges and a description of the services provided. These requirements become effective in 2014. Beginning for the 2011 tax year, employers must also include the value of health benefits received by employees on their W-2 forms.

Coverage Summary:     By March 23, 2012, a coverage and benefits “Summary” must be developed and provided to applicants and enrollees. U.S. Depart. of Health and Human Services will develop standards for the summary. It must include information regarding covered benefits, exclusions, cost sharing, and continuation.

Notice of Modifications:      Health plans must notify participants 60 days prior to the effective date of any material changes to coverage that are not reflected in the most recent Summary. The effective date of this requirement is unclear, though sometime on or after March 23, 2012 would be a reasonable prediction given the effective date of the Summary requirement.

Medicare Payroll Tax:       Effective for tax years beginning 2013, the amount of an individual’s wages that exceeds $200,000 ($250,000 for couples filing a joint return) will be subject to a 0.9% Medicare payroll tax increase.

Medicare Part D Expenses:     Employers who maintain prescription drug coverage for their Medicare Part D eligible retirees will no longer be able to deduct an amount equal to the federal subsidy they receive for maintaining such coverage. This becomes effective for tax years beginning in 2013.

Flexible Spending Accounts:      Effective 2013: (i) employee contributions to Flexible Spending Accounts will be limited to $2,500; (ii) the definitions of qualified medical expenses for Flexible Spending Accounts, Health Savings Accounts, and Health Reimbursement Accounts will no longer include over-the-counter medications; and (iii) the additional tax on nonqualified distributions will be increased from 10% to 20% for Health Savings Accounts and from 15% to 20% for Archer Medical Savings Accounts.

Other Provisions:      The Health Care Acts include a number of other tax implications that do not become effective in the near future. For example, an excise tax on high-cost employer-sponsored group health plans does not become effective until 2018.
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Summary:     A short summary doesn’t begin to capture all of the changes coming. We will keep you advised of effective changes as they are approaching along with planning advice for your current benefit plans. We do have several resource articles, frequently asked questions, and recorded PowerPoint presentations regarding the new law.  We will make these available to any of you by email/fax/mail.  Just contact our office and we will provide these in the most efficient manner.  If you have additional questions about the new law, feel free to call us here at CFP (866-532-0417) or by email at benefitshelp@cfpinc.net.  
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