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A summary compiled from the New York Times and other sources’

From a business perspective, the legislation enacted in March 2010 dramatically revamping the way
health care costs are paid for in the United States. The effect on businesses depends on their size, the
kind of work force they have and what they have done about worker health coverage in the past.

Effective six months from the date of enactment of the bills:

¢ Group health plans or insurance companies providing group or individual market coverage are
prohibited from rescinding coverage once an enrollee is covered under a plan, except in the
case of an individual who has performed an act or practice that constitutes fraud or makes an
intentional misrepresentation of material fact.

e Group health plans or insurance companies providing group or individual market coverage are
prohibited from setting lifetime limits on the dollar value of benefits and from setting unrea-
sonable annual limits on the dollar value of benefits. Annual limits will be banned completely
in 2014.

e Any group health plan or plan in the individual market that provides dependent coverage for
children must make that coverage available until the child turns 26 years of age.

All waiting periods for coverage to go into effect will be limited to 90 days beginning in 2014.

In general, the new law does not require an employer to provide insurance for any employee. If an
employer does provide coverage, beginning in 2011 the employer is required to disclose the value of
the benefits provided on each employee’s W-2 form.

Beginning in 2014, however, businesses with 50 or more full-time employees will pay a penalty if a
full-time worker gets a public subsidy to buy insurance individually. A full-time employee for purposes
of this law is one who works 30 hours a week or more.

The subsidy, provided on a sliding scale based on age of the pri-
mary insured and household income, offsets a portion of the pre-
mium paid for insurance obtained outside work. It is provided to
households with incomes less than 400 percent of the federal B
poverty level. That would be $88,200 for a family of four in Idaho.

Considering Idaho as an area of median health care costs, a 35- |
year-old worker with a spouse and two children earning the Idaho | |
average wage of $33,000 a year who is not offered health insur-
ance by his employer would receive a subsidy of $7,323. The
household income in this case is 150 percent of the federal pov-
erty guideline.



POVERTY LEVEL INCOME AGE

20 30 40 50 60
100% $22,050 Medicaid Medicaid Medicaid Medicaid Medicaid
125% $27,563 Medicaid Medicaid Medicaid Medicaid Medicaid
150% $33,075 $5,785 $6,539 $8,112 $11,789 $17,377
175% $38,588 S5,121 $5,875 $7,447 $11,124 $16,712
200% $44,100 $4,330 $5,084 $6,656 $10,338 $15,921
225% $49,613 $3,549 $4,302 $5,875 $9,552 $15,140
250% $55,125 $2,671 $3,425 $4,997 $8,674 $14,262
275% $60,638 $1,788 $2,541 $4,114 $7,791 $13,379
300% $66,150 $824 $1,578 $3,150 $6,827 $12,415
325% $71,663 $301 $1,054 $2,627 $6,304 $11,892
350% $77,175 SO $530 $2,103 $5,780 $11,368
375% $82,688 SO S7 $1,579 $5,256 $10,844
400% $88,200 S0 S0 $1,056 $4,733 $10,321
425% $93,713 SO SO SO SO o)

The chart above, prepared by the Kaiser Family Foundation, shows the annual subsidy for a household
of four without access to employer-provided health insurance based on the age of the primary in-
sured in an area of medium health care costs. Specific calculations of health care subsidies based on
specific family, income and age circumstances can be found online at

http://healthreform.kff.org/SubsidyCalculator.aspxt#tableLinkDiv.

The subsidies are based on a household spending a percentage of its income for health insurance.
That percentage is on a sliding scale based on the level of income compared to federal poverty guide-
lines:

133% to 150% of the federal poverty level: 3% to 4% should be spent in health insurance.
150% to 200%: 4% to 6.3%

200% to 250%: 6.3% to 8.05%

250% to 300%: 8.05% to 9.5%

300% to 400%: 9.5%

The penalty on businesses not offering health coverage generally will be imposed if at least one full-
time employee requires a public subsidy for insurance because the employer offers none. In that case,
the employer, who has the equivalent of at least 50 full-time employees, must pay $2,000 for each
actual full-time employee the company has above 30 full-time employees. Again, only employees who
work 30 hours a week or more are counted in this calculation. Should a business have 29 full-time em-
ployees and 100 employees who work less than 30 hours a week, it would not reach the threshold
subjecting it to the penalty even though it would have the equivalent of 50 full-time employees when
the aggregated hours of the part-timers are converted to full-time equivalents and combined with the
full-timers.
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Once that penalty threshold has been met, however, part-time employees — but not seasonal em-
ployees — are used to determine the total employee count subject to penalty. This calculation is
made monthly. The hours of the part-time employees are aggregated and then divided by 120 — the
hours in a month for 30-hour-a-week full-time workers —and that product is added to the number
of full-time workers to determine the number of full-time equivalents subject to penalty. In other
words, 40 people working 30 hours a week and 20 people working 15 hours a week creates a full-
time equivalent of 50, which meets the initial threshold for imposition of penalties, and because
there are more than 30 actual full-time workers penalties would be assessed on the 10 full-time
workers over 30. Had the number of full-time employees been just 25 and the number of part-
timers 50, the full-time equivalent would again be 50, meeting the initial penalty threshold, but be-
cause the actual number of full-timers is under 31, the penalty would not be imposed.

There is also a penalty for businesses who offer health coverage to employees but at a cost to the
employee that is determined to be unaffordable, again based on the ratio of the wage to the federal
poverty level as follows:

133% to 150% of the federal poverty level: 3% to 4% should be spent in health insurance.
150% to 200%: 4% to 6.3%

200% to 250%: 6.3% to 8.05%

250% to 300%: 8.05% to 9.5%

300% to 400%: 9.5%

In the case of unaffordable coverage from an employer, the employer must pay a penalty of $3,000
per employee who receives a subsidy or $2,000 for every full-time employee, whichever is less.
From 2010 through 2013 — before health insurance exchanges are established — very small busi-
nesses will receive tax credits to offset 35 percent of their health insurance costs if they cover at
least half of the premium. In 2014 and beyond when the insurance exchanges offer coverage, the
credit increases to 50 percent and is available for any two consecutive years. The full credit is avail-
able to businesses with the equivalent of 10 or fewer full-time workers earning on average less than
$25,000 a year. It phases out as the payroll, excluding seasonal workers, grows to 25 and wages rise
to an average of $50,000.

The tax credit is neither refundable nor salable, but it can be carried back one year or forward 20
years so a company that pays no taxes in a bad year may still be able to take
advantage of it. A tax-exempt employer, by contrast, can take a refundable
tax credit against 25 percent of its health insurance costs in the years before
the exchange kicks in and 35 percent beginning in 2014.

For the purposes of the tax credit, owners and their close relatives are not
counted as employees for meeting eligibility requirements, and their health
care expenses cannot be offset by the credit.

The Small Business Majority discusses the tax credit on its Web site at
http://www.smallbusinessmajority.org/hc-reform-fag/index.php#1la.

Beginning in 2014, states must set up a so-called “small-business health op-
tions programs” through which small employers can purchase insurance.
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Plans offered on the exchange will have to be standardized for easy comparison and offer minimum
levels of benefits established by federal law. Beginning in 2017, a state may allow large employers
(with at least 101 employees) to take part in the exchange.

The standard for the minimum benefit level called the "essential benefits package" require coverage

of:

Hospitalization;
Outpatient hospital and clinic services, including emergency room services;
Services of physicians and other health professionals;

Services, equipment and supplies necessary to the services of a physician or health profes-
sional in appropriate settings;

Prescription drugs;

Rehabilitative and "habilitative" services to maintain the physical, intellectual, emotional and
social functioning of developmentally delayed individuals;

Mental health and substance use disorder services;
Certain preventive services with no-cost-sharing permitted and vaccines;
Maternity care;

Well-baby, well-childcare, oral health, vision, hearing services, equipment and supplies for
those under age 21.

The plan must cover at least 60 percent of the full value of benefits in the essential benefits package,
and employers must contribute a minimum of 72.5 percent of the premium for the lowest cost quali-
fied plan offered by the employer for individual coverage and at least 65 percent for families. This
contribution would be prorated for part-time employees, based on the employee's weekly hours
worked. Out-of-pocket maximums will be capped at $5,000 for individuals and $10,000 for families.

For employers who currently provide health insurance to their employees, there is a five-year grace
period beginning 2013, for which employment-based plans could keep their existing coverage and not
have to comply with the minimum requirements of the new law. Upon expiration of the grace period,
the plan would have to meet the minimum essential benefits requirements or face all required penal-
ties. The only exception is for health plans that are subject to collective bargaining agreements,
which are exempted from providing the minimum essential benefits through the expiration of the
agreement or one year after enactment of the law, whichever is later.

The Idaho Department of Insurance has a discussion of the federal health care reform legislation by
affected group on its Web site at http://www.doi.idaho.gov/consumer/FedReform.aspx.

The information provided in this summary is for general educational purposes only and not for the purpose of providing legal advice. If legal advice is
required, an attorney should be contacted.
The Idaho Department of Labor is an equal opportunity employer and service provider.
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