
Individuals and employer 
group plans can keep their 
current policy on a grand-
fathered basis if the only plan 
changes made are to add or delete 
new employees and any new depen-
dents. Once a plan loses its grand-
fathered status, it will be subject to 
all of the market reforms in the leg-
islation when they take effect. But 
most of the market-reform provi-
sions slated to take effect six months 
after the bill’s signing will apply to all 
plans, including grandfathered ones.

Eligible small businesses 
(those that have no more than 25 
FTEs, pay average annual wages of 
less than $50,000 and provide quali-
fied coverage) are eligible for phase 
one of the small business premium 
tax credit of up to 50 percent of pre-
miums for up to two years.

Employers that provide a Medicare 
Part D subsidy to retirees will have 
to account for the future loss of the 
deductibility of this subsidy in 2013 
on liability and income statements. 
While the elimination of the deduct-
ibility does not take effect until 2013, 
there could be an immediate account-
ing impact.

Lifetime limits on the dollar value of bene-
fits for any participant or beneficiary are prohib-
ited. Annual limits will be allowed only through 
plan years beginning before Jan. 1, 2014, only 
on federally-defined non-essential benefits, and 
after that be prohibited.

Small businesses that employ less than 50 peo-
ple are eligible for a tax credit equal to 
35% of their health insurance premiums. (50% 
by 2014.)

All group and individual health plans 
will have to cover preexisting conditions for chil-
dren 19 and under. Grandfathered status applies.

Health coverage rescissions will be 
prohibited, except for cases of fraud or inten-
tional misrepresentation.

All group and individual plans must 
cover specific preventive care services with no 
cost-sharing. They must also cover emergency 
services at the in-network level regardless of 
provider, allow enrollees to designate any in-
network doctor as their primary care physician  
and have a coverage appeal process.

All group and individual plans must 
cover dependents up to age 26. However, 
through 2014, grandfathered group plans will only 
have to cover dependents who do not have another 
source of employer-sponsored coverage.

Federal grant program for small 
employers providing wellness programs to 
their employees begins.

All new health insurance plans will 
have to comply with new regulations that lay out 
an appeals process for when claims are denied.

The individual mandate require-
ment to purchase health 
insurance for all citizens 
and legal residents takes effect. 
Violators will be subject to a 
phased-in excise tax penalty for 
noncompliance.

Premium assistance tax 
credits for individuals and fami-
lies making up to 400 percent of 
FPL begin. These subsidies are 
available only for individual cov-
erage purchased through the 
exchange, not employer-sponsored 
coverage.

The employer responsi-
bility requirements take 
effect for companies that 
employ more than 50 FTEs. If an 
employer does not provide cover-
age to its FTEs and at least one 
employee receives a premium-
assistance tax credit to buy cov-
erage through the exchange, 
the employer must pay a fine of 
$2,000 per year for each full-time 

employee. The first 30 employees 
are exempted from the fine cal-
culation. An employer with more 
than 50 employees that does offer 
qualified coverage but has at least 
one FTE receiving the premium 
assistance tax credit will pay the 
lesser of $3,000 for each of those 
employees receiving a tax credit, 
or $2,000 for each of its full-time 
employees total.

All states are required to 
have health insurance exchanges 
established for individuals and 
small employers with up to 100 
employees to purchase coverage.

All plans must be offered 
on a guaranteed-issue 
basis, preexisting condition limi-
tations will be prohibited, annual 
and lifetime limits will be prohib-
ited. All fully insured individual 
and small groups (and large groups 
purchasing through the exchange) 
must abide by strict modified  
community rating standards with 
premium variations only allowed 
for age (3:1), tobacco use (1.5:1), 
family composition and geographic 

regions, to be defined by the 
states, and experience rating 
would be prohibited. 

Employers of 200 or  
more employees must 
auto-enroll all new employ-
ees into any available employer-
sponsored health insurance plan.

Premium taxes on most 
private health insurers 
based on premium volume 
take effect. The amount of the 
total assessed tax on the industry 
will start at $8 billion in 2014, rising 
to $14.3 billion in 2018. After 2018, 
the fee would be indexed to the 
annual amount of premium growth 
in subsequent years.

Expansion of the Medic-
aid program for all indi-
viduals, including childless 
adults, making up to 133 percent of 
the FPL begins. 

An annual health insur-
ance provider fee will be 
imposed on insurers whose total 
premiums exceed $25 million.

New federal premium  
tax ($2 on each covered individ-
ual) begins on group health plans 
to fund comparative effectiveness 
research program.

contributions for  
medical expenses will be limited  
to $2,500 per year, with the cap  
annually indexed for inflation.

Medicare payroll tax 
increases 0.9 percent on 
self-employed individuals and 
employees with AGI of more than 
$200,000 for individuals ($250,000 

for joint filers). The income eli-
gibility levels for the tax are not 
indexed for inflation.

New 3.8 percent Medicare 
tax begins on investment income 
from individuals with AGI exceed-
ing $200,000 ($250,000 for joint fil-
ers). This includes taxable annuity 
proceeds.

Cadillac tax goes into 
effect for all group plans, includ-
ing self-insured plans. The new 
law establishes a 40 percent 
excise tax on plans with values 

that exceed $10,200 for individual 
coverage and $27,500 for fam-
ily coverage, with higher thresh-
olds for retirees over age 55 and 
employees in certain high-risk 
professions. When determining 
the values of health plans, reim-
bursements from FSAs, HRAs and 

employer contributions to HSAs 
will be included. Also excluded 
would be the value of stand-alone 
vision, dental, accident, disability, 
long-term care plans and after-
tax indemnity or specified disease 
coverage.

All employers must include on W2s 
the aggregate cost of employer-sponsored 
health benefits, for informational purposes. 

The tax on distributions from a health sav-
ings account that are not used for qualified 
medical expenses increases to 20 percent.

OTC drugs will no longer be reim-
bursable under HSAs, medical FSAS, HRAs 
and Archer MSAs unless prescribed by a doctor.

Small employers (less than 100) will be 
allowed to adopt new “simple cafeteria plans.”

All employers would be required to enroll 
employees in a new national public long-term 
care program, unless the employee opted out.

All business owners will be subject to 
new expanded federal income tax requirements 
on payments of fixed or determinable income or 
compensation.

A New type of cafeteria plan available 
for small employers that is similar to the SIMPLE 
retirement plan.

A voluntary federal long term 
care plan will be established.

Seniors enrolled in Medicare Advantage 
or Prescription Drug Plan will receive a 50% dis-
count on brand name drugs immediately with 
prescription discounts to follow.

A small business alternative to a 
cafeteria plan will be presented so they may 
offer tax free benefits without having to deal 
with administrative costs.

All group and individual plans and insurers 
must provide a summary of benefits 
and a coverage explanation that will 
require substantially more information than 
current summary plan descriptions. There is a 
$1,000-per-enrollee fine for willful failure to 
provide the information.

All group and individual plans and insurers must 
submit annual reports to the federal 
government and plan participants on whether 
the benefits provided under their plans meet 
federal criteria on improving health outcomes, 
preventing hospital readmissions, improving 
patient safety and reducing medical errors. 

Existing health insurance plans 
will now be subject to a rule that preventative 
care may not be subject to co-pay.

Temporary reinsurance program for 
employers that provide retiree health 
coverage for employees over 
age 55 begins.

Individuals that had previously been 
denied coverage due to a 
pre-existing condition will 
be able to obtain coverage through a 
high-risk pool.

The complete  
core mechanism 
of universal  
coverage starts  
in 2014. 

When insurance com-
panies recognized that 
reform was picking up 
momentum, America’s 
Health Insurance Plans 
(AHIP) made sure  
carriers had a seat at 
the table by offering a 
key concession— 
universal coverage 
regardless of pre- 
existing conditions  
and other factors. 

AHIP demanded an 
enforceable individ-
ual coverage mandate 
to ensure that young, 
healthy people did not 
abandon the risk pool 
and leave insurers with 
an older, sicker and 
more expensive client 
base to cover. 

Carriers say that  
while restrictions on 
them will be tight, the 
penalties on individu-
als who drop coverage 
will be ineffective, lead-
ing to higher rates for 
everyone else.
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