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The Affordable Care Act:
2016 and Beyond

Spring 2016

Today’s Focus:

2016 Concerns

— Plan Sponsor Responsibilities
— Fees and Filings

Lessons from 2015 Employer Reporting
— Planning for 2016 Reporting

¢ Cadillac Tax

— Preparing for 2020




Thanks to Obamacare,
I'm no longer trapped in my job.

My parents are thrilled.
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Plan Sponsor Responsibilities

Annual Employer Size Determinations

— Calendar year, FTE and FTEE determinations
¢ Pay or Play Status

* Plan Restrictions

— 90 Day Waiting Period Limitation

— In-Network, Out-of-Pocket Maximums

— The “new” minimum value

— Continuing additions to USPSTF “A” and “B” list of
preventive services

Plan Sponsor Responsibilities

Updated Notices
— COBRA
— Summary of Benefits and Coverage

EEOC and GINA Wellness Rules
Focus on Health Care Plan Cyber Security
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Fees & Filings

* W-2 Reporting
* PCORI Fee
¢ Transitional Reinsurance Fee (Final Year!)

HPID — temporarily suspended

Complexity Scale




Lessons from ACA Employer Reporting

¢ ACA requires certain employers to report health plan
information to the IRS regarding coverage they may or may
not offer to their employees.
— All fully-insured and self-funded Applicable Large Employers (ALEs)
— All self-funded small (non-ALE) employers

¢ Reporting for the 2015 calendar year delayed

1/13/2016

Lessons from ACA Employer Reporting

* “B” Series Forms: To report certain information to the IRS and
taxpayers about individuals who are covered by minimum
essential coverage using IRS forms 1094-B and 1095-B. This is
an informational return aimed at providing employees with
proof they have met the “Individual Mandate” requirement.

e “C” Series Forms: Applicable Large Employers (ALEs) report
using IRS forms 1094-C and 1095-C. This is both an
information return for “Individual Mandate” purposes as well
as an “Employer Mandate” compliance return.

Lessons from ACA Employer Reporting

* Match employee SSNs and employer TIN on W-2 and 1095.
* Know your employer size.
* Understand and manage your measurement periods:

— Choosing the right measurement period

— Counting variable hour employees correctly

— Processing new and terminated employees each month

— Managing breaks in service

* Oversee your reporting data all year.
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Cadillac Tax — What?

One of the most significant revenue provisions of the ACA
Delayed until 2020

Tax is a 40% non-deductible excise tax on high-cost health
coverage

Tax applies to the amount by which the monthly cost of an
employee’s applicable group health plan coverage exceeds a
specified annual threshold

The original thresholds (2018) were $10,200 for self-only
coverage and $27,500 for other than self-only coverage

Cadillac Tax — Why?

Cadillac Tax has two separate purposes

Raising revenue to offset the cost of health care reform; and
Reducing the demand for high-cost coverage by making it
more expensive thereby inducing insurance carriers and plan
sponsors to control health care costs




Cadillac Tax— Who?

¢ Applies to “applicable employer-sponsored coverage”

— Coverage under a group health plan

— Coverage made available to an employee by an employer

— Coverage which is excludable from gross income under IRC § 106 (or

would be if it was employer-sponsored coverage)
¢ Applies to both grandfathered and non-grandfathered plans
¢ Applies to employer-sponsored coverage regardless of
whether the employee or the employer pays for the coverage

* Applies to on-site medical clinic coverage
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Cadillac Tax — Who?

¢ Applies to governmental employer-sponsored group health
plans

¢ Special rules for self-employed individuals

¢ Applies to employers offering coverage to employees; the
term “employees” includes:
— Active employees
— Any former employees
— Any surviving spouses
— Any other individual with primary coverage under the plan

Cadillac Tax— Who?

¢ Three general exceptions to coverages subject to the tax:

— Coverage listed under Code § 9832(c)(1) such as long-term care,
accident-only, workers’ compensation, automobile med-pay, etc.;

— Coverage for fully-insured stand-alone dental or vision benefits;

— Independent non-coordinated coverage if payment is not excludable
from the employee’s gross income (after-tax coverage for specified
disease or illness and hospital indemnity)

¢ There are different threshold limitations for individuals in
high-risk professions including those in law enforcement, fire
protection, longshoremen, mining, etc.




Cadillac Tax — How Much?

¢ In the simplest terms (using 2018 thresholds):

Self-only coverage — If the cost of the health plan for 2018 equals $12,000
per individual with self-only coverage, the plan will pay an excise tax of
$720 per covered employee with self-only coverage:

$12,000 - $10,200 = $1,800 (above the $10,200 threshold)

$1,800 x 40% = $720
Other than Self-only coverage — If the cost of the health plan for 2018
equals $32,000 for other than self-only coverage, the plan will pay an
excise tax of $1,800 per covered employee with other than self-only
coverage:

$32,000 - $27,500 = $4,500 (above the $27,500 threshold)

$4,500 x 40% = $1,800
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Cadillac Tax — How Much?

¢ The amount of the tax must be determined in aggregate for all

individuals covered under the applicable plan

For self-funded plans, the cost of the employer-sponsored

coverage is determined using one of the two valid methods

for calculating applicable COBRA premiums;

* Employers must aggregate all applicable coverages together
to determine amount owed, including FSAs, HRAs, etc.

— For FSAs — use sum of employee’s salary reduction contributions plus
the cost of any reimbursements in excess of the contributions

— For HSAs, HRAs — use the sum of employer contributions

Cadillac Tax — How Much?

¢ The excess benefit thresholds are subject to 3 separate
adjustments:

— One-time health cost adjustment percentage (2018 only?) tied to
increase in the cost of providing health coverage to federal employees
between the passage of the law (2010) and its implementation (2018);

— Cost of living increase (calendar years after 2018?)

— Age and gender adjustment (may apply in calendar years after 2018?)
again tied to the federal employees’ health benefit plan




* Each coverage provider is responsible for its applicable share

Cadillac Tax — Who Pays?

of the tax:
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If Coverage Is:

The Coverage Provider Is:

Health Insurance

Insurer

FSA, HRA, HSA or MSA
Contributions

Employer

Self Funded Group Health

Plan Administrator (i.e., Plan

Plan Sponsor)
Plan Administrator (i.e., Plan
Sponsor)

Any Other Coverage

Cadillac Tax — Penalties

¢ Failure to correctly calculate the tax can result in a penalty.

¢ The entity who miscalculates the tax must pay 100% of the
additional tax owed plus interest due from the original due
date to the date paid.

¢ Penalties may be waived if it is determined that the
miscalculation was due to a reasonable cause and not willful
neglect and corrected within 30 days.

Questions?

¢ MedBen can help!
— Caroline Fraker
— cfraker@medben.com
— 740-522-7386
— www.medben.com
— @MedBenTPA




