


Disclaimer: 

 
This presentation is intended to convey general information and is not 
an exhaustive analysis. This information is subject to change as 
guidance develops.  

 

WizdomTree Benefit Solutions does not provide legal or tax advice. 







Patient Protection and Affordable Care ACT 
 

 Law was enacted in 2010. 
 

 One of the law’s most controversial features is the individual mandate 
which requires most individuals to purchase a minimum amount of 
healthcare coverage through state enacted medical exchanges. 
 

 In June, 2012, the Supreme Court upheld the constitutionality of the 
Affordable Care Act, including the individual mandate, based on the 
Government’s right to tax. 
 

 With President Obama’s re-election, the law is here to stay. Employers 
must be prepared. 
 

 Certain provisions of the Act have already taken effect. 



Provisions Already in Effect 
 

 Dependent children are covered until the child reaches the age of 26. 
 

 Individuals cannot be denied coverage, if under age 19, for pre-existing 
conditions (this provision will be extended to adults beginning in 2014). 
 

  You have the right to designate any primary care provider in the network. 
 

 Cannot rescind health plan coverage except for fraud or misrepresentation 
and employee has right to appeal. 
 

 Employers must report on an employee’s 2012 W-2 forms (to be 
distributed in 2013) the value of health benefits it provides the employee.  
These benefits, however, will not be counted towards income for 
employees.  This only applies to employers who 250 W-2 forms for the 
preceding calendar year.  



Individual Mandate 
 

 U.S citizens and legal residents must have health insurance ( minimum 
essential coverage) or pay a tax 
 

 Tax is the greater of the following: 
 

• In 2014: $95/adult ($285/family) or 1% of household income 
 

• In 2015: $325/adult ($975/family) or 2% of household income 
 

• In 2016: $695/adult ($2085/family) or 2.5% of household income 
 

• Adjusted for inflation thereafter 
 

• Tax will not exceed national average cost of Bronze level plan 
 

 Exceptions: religious beliefs, undocumented workers, financial hardship 



Essential healthcare Benefits 
 

There can no longer be a lifetime limit on the dollar value of Essential Health  
Care Benefits. Examples of Essential Benefits include: 

 

 Ambulatory patient services 

  Emergency services 

 Hospitalization 

 Laboratory services 

 Maternity and newborn services 

 Mental health and substance abuse disorder services 

 Pediatric services 

 Preventative and wellness services/chronic disease management 

 Rehabilitative services and devices 

 Prescription drugs 



Women’s healthcare Services 
 
Since July, 2012, plans must offer preventive care services, without any 
deductible, for plan years starting after July which will include: 

 

 Contraceptive devices 

 Well visits 

 Breastfeeding support and supplies 

 HPV testing 

 HIV screening and counseling 

 Genetic counseling 

 Domestic violence screening and counseling 



Other Provisions Already in Effect Include 
 

 Summary Benefits and Coverage (SBCs) 

 Medical Loss Ratio Rebates 



What is in Store for 2013? 
 
 Beginning in 2013, annual contributions to health flexible spending accounts     
   (FSA) will be limited to $2,500 per year, which will be adjusted by inflation. 
 

 High Income Taxpayers may be liable for new Medicare taxes. 
 

 In October, 2013, small businesses and individuals will be able to enroll in the    
   State’s health exchange for coverage beginning on January 1, 2014. 
 

 The State’s have to decide whether they plan to offer their own exchange or  
   allow small businesses and individual’s to purchase insurance through the 
   federal exchange. New York State has opted for its own exchange that is still 
   in the planning phase. 
 

 By March 1, 2013, employers must notify their employees in writing about  
   their ability to purchase healthcare insurance through state exchanges. 





Medical Loss Ratio Rebates 
 
  Medical loss ratio (MLR) is the percentage of premiums that 
    insurers spend on medical care. 
 

  Insurers are expected to spend at least 80% of premiums received from  
    small employer plans and 85% of premiums received from large    
    employer plans. 
 

  If the thresholds are not met, insurers are obligated to rebate a portion 
    of the premiums received back to the healthcare plans. 
 

  Medical Loss Rebates are calculated on the collective experience in  
    each state in the small and large group markets. 
 

  If insurer has satisfied the medical loss ratio, it must send a letter    
    notifying plan participants that they are not eligible for a rebate. 
 

  For specific rules, please visit http://www.healthcare.gov. 



Rebates Must Benefit Plan Participants 
 
Employers must act prudently and solely in the interest of plan 
participants and have three options: 
 

  Return the rebate to plan participants as a cash payment. 
 

  Apply the rebate as a reduction of future participant 
    contributions - -  a “premium holiday”. 
 

  Use the rebate towards the cost of benefit enhancements (the 
     least used option). 



When to Distribute Rebate 
 
 The Department of Labor requires a Plan Sponsor (Employer) to distribute 
   rebates within three months of receiving the rebate from its insurance company. 



What is Affordable Care? 
 
  Effective January 1, 2014, larger Employers must provide their employees 
    with affordable care. 
 

  Affordable care is defined as health insurance that: 
 

  Covers at least 60% of covered healthcare expenses and; 
  Does not cost an employee more than 9.5% of his/her family income  
     to participate in the employer’s coverage. 
 

  If these thresholds are not met, an employee may receive a premium tax 
    credit to buy coverage through a state or federal sponsored exchange. 



Small Employers Are NOT Required to Offer 
Affordable Care 
 
  A Small employer is defined as an entity which employs less than 50 full 
    time equivalent employees. 
 

  Must determine the number of full-time equivalents by calculating: 
 

  Each employee times the hours he/she works per year, 
  Add the figures together for all employees, 
  Divide by the yearly hours of one full-time employee (typically 2,080 hrs) 
   Round down the numbers to give you the full-time equivalent. 

 

  Those employers with less than 50 full-time equivalent employees are not 
    subject to penalties for failing to provide affordable health insurance. 



Calculating the Number of Full-time Equivalent 
Employees 
 
Employer XYZ has 51 employees, some of whom work on a part-time schedule: 

 
17 employees x 2,080 hours/year = 35,360 
 
6 employees x 1,560 hours/year = 9,360 
 
16 employees x 1,040 hours/year = 16,640 
 
12 employees x 520 hours/year = 6,240 
 
35,360 + 9,360 + 16,640 + 6,240 = 67,600  
(the total hours of work for ALL employees of XYZ per year) 



Example Continued 
 
  67,600 hours divided by 2,080 (the yearly hours for one fulltime employee) =   
    32.5 
 
  Because the Act allows an employer to round down, XYZ employs 32 FTEs. 

 
 

  Although Employer XYZ employs 51 individuals, its’ full-time equivalent is 
    only 32 employees. 
 
  Employer XYZ is NOT required to provide affordable care or pay penalties for    
    failing to do so because it is considered a small employer. 



Penalties for Larger Employers Who Do Not 
Provide Coverage 
 
  Beginning in 2014, employers who employ 50 or more FTEs but opt not to 
    provide coverage must pay a penalty. 
 

  The penalty is equal to $2,000 per year times the number of full-time 
    equivalents. 
 

  HOWEVER, Employers are not assessed a penalty based on their failure to  
    provide coverage for the first 30 full-time equivalents. 
 

  Example: Employer ABC has 70 full-time equivalent employees. It does  
    not provide affordable care. It must pay a penalty of $2,000 for 40 FTEs 
   (70-30). Employer ABC must pay a penalty of $80,000 per year. 



Employers Which Provide Insurance May Still 
be Assessed a Penalty 
 
  An employer must pay a penalty if it does not offer insurance which is 
    considered “affordable” 
 
 

  The penalty is $3,000 annually for each full-time equivalent employee  
    receiving a tax credit. 





Thank you for your time. For more information contact us at: 

 

1-877-4-Wizdom 

Twitter.com/WizdomTree 

www.wizdomtree.com 

 

 

 




