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Is Health Care Reform Really Affordable?

By Megan Boiarsky and John Einstein
Like it or not, the Patient Protection and Affordable Care Act of 2010 (“PPACA”) is now law. The almost-2,500-page, 22-lb. text doesn’t even include regulations to implement it, but for now, employers should arm themselves with information about the Act’s implications. PPACA’s provisions take effect gradually over the next 10 years. Fortunately, certain programs such as the Small Business Tax Credit, the Early Retiree Reinsurance Program, and the Individual High Risk Pool that may help offset the cost of implementation.

First, employers must determine whether their plan is “grandfathered” to know which rules and timelines will apply to them. Grandfathered plans are those that existed on March 23, 2010 - they are exempt from many of the reform provisions; non-grandfathered plans were created or “changed” after March 23, 2010. There are unanswered questions over what changes a plan. You should consult with your agent or carrier to determine which timelines apply to your plan. The following is a general summary of key changes expected in the coming months and years:

2010:

General Plan Changes: Plans cannot deny coverage to children under 18 due to preexisting conditions, and, as a general rule, children must be allowed to stay on parents’ plan until age 26.* Plans must provide preventive care at no cost - this requirement also extends to renewed grandfathered plans. Plans are also prohibited from placing a lifetime maximum on the dollar value of coverage (and, after 

2014, will be prohibited from annual limits). New plans must allow employees to select their own primary care doctor and cannot require a woman to obtain special permission from a carrier before seeing an OB/GYN. 

Small Business Tax Credit: The first phase of tax credits become available for employers with 25 full-time employees whose average wages are less than $50,000, if the employer pays at least 50% of the employees’ health insurance costs. This credit is available for tax years 2010 through 2013, and is for up to 35% of premiums paid (25% for tax-exempt employers). 

2011:

Large Employer Auto-Enroll: Employers with 200+ employees must enroll all employees automatically and allow for opt-out from plan participation. Employers will also be required to disclose the value of coverage and benefits on each employee’s W-2.

Health care accounts: Federal Simple Cafeteria Plans become available to small businesses, eliminating the burden of creating tax-free health savings accounts (HSAs). This will make it easier for businesses to offer HSAs, which allow employees to pay for some medical out-of-pocket costs with pre-tax dollars. 

Wellness grants: Businesses with less than 100 employees who institute wellness programs can obtain grants between 2011 and 2015 (or until the funding is exhausted). 

CLASS Act: This government-run, long-term care program will become available. 

2012:

Comparative Effectiveness Fee: Effective with the first plan year ending after September 30, 2012, nominal per-participant fees will be payable by plan sponsors and self-insured plans. 

2013:

Elimination of Deduction for Employer Part D Subsidy Eliminated: This applies to employers who maintain prescription drug plans for retirees eligible. 

Required Notice of Health Insurance Exchanges to Employees: Employer must provide employees with specific information about impending Insurance Exchanges.

2014:

Insurance Exchanges open: Insurance Exchanges will assist in providing individuals and small businesses with alternatives to traditional employer plans. While this is not the “government option” mentioned in the heated political debate, the exchanges are intended to provide smaller businesses and individuals with greater leverage to acquire insurance. Qualified businesses purchasing insurance through the state-run exchanges can take a 50% deduction for premium costs for 2 years (35% for tax-exempt entities). 

General Plan Changes: Plans cannot deny coverage due to preexisting conditions beginning January 1, 2014.

Mandated Coverage and Reporting: Companies with 50 or more full-time employees must provide health coverage or pay a $2,000 annual per-worker fee after the first 30 employees (the “play-or-pay” fine). Most employers will also have to report who pays costs; the name of each employee and dependent; the number of fulltime employees; length of waiting period; the monthly premium of lowest cost option; and other data. 

Cadillac Tax: Plans that provide above-average benefits may be assessed a 40% nondeductible tax on defined “excess benefits”. 

Interestingly, the legislation exempts tanning salons and “construction firms” with 5 or less workers from the 2014 requirements. Cleanup legislation is certain to come, and the development of regulations is anticipated, all against the backdrop of court action challenging the constitutionality of forcing states to implement PPACA.

In sum, PPACA requires advance planning on the part of businesses to determine what is in the best interest of a company and its workforce. Employers should engage their agents, trade associations, or local chambers of commerce now, rather than in 2013, to evaluate potential costs. For more information about PPACA, please contact Megan Boiarsky, John Einstein, or your CPM attorney. 

*Ohio law now mandates inclusion of qualifying dependent children up to age 28, effective August 1, 2010, and subject to enrollment limitations. A qualifying dependent child must be unmarried, a resident of Ohio or enrolled at an accredited institution of higher education, and not eligible for Medicare or Medicaid.
