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Quick Reform Primer
The Affordable Care Act (ACA) was signed into law March 2010. The federal statute aims to expand coverage, lower
costs, and improve healthcare quality with its provisions taking place over a period of several years. Below is a quick
ACA primer, but please note that these provisions uniquely apply depending on the size of your business.
Expanding Health Coverage
Policymakers estimate that 795,000i Michiganders will gain healthcare coverage due to the ACA. Several policies
work to expand coverage, including:
• Healthcare Marketplaces/Exchanges: New health insurance marketplaces, or exchanges, have been developed to make coverage accessible and affordable. Individuals and small businesses may purchase qualified
health plans via the new marketplace and potentially access premium subsidies and tax credits. The small
business marketplace/exchange is also referred to as the Small Business Health Options Program or SHOP.
• Employer “Pay or Play:” The ACA encourages mid to large-size employers to offer affordable, qualifying
health insurance coverage. Failure to do so may result in a penalty.
• Individual Mandate: Individuals – including business owners – must purchase qualifying health insurance
coverage by 2014 (with exceptions) or pay a penalty.
• Insurance Subsidies: In 2014, health insurance subsidies are available for individuals earning less than 400
percent of the federal poverty level (FPL), provided they purchase coverage via a healthcare marketplace.
• Small Business Tax Credits: Certain small businesses are eligible for tax credits beginning in 2010. In 2014,
coverage must be bought via the new healthcare marketplace (SHOP) to qualify for the tax credit.
• Insurance Reforms: Most health plans must abide by new insurance rules, some which began in 2010 and
others in 2014. For example, coverage cannot be denied due to pre-existing conditions, dependents up to age
26 may stay on a parent’s coverage, preventive care must be covered without cost sharing, and the amount of
reimbursable care in a given year, or over the policy’s lifetime, may not be capped. Insurance reforms affect
plans differently depending on whether they have been existence for some time (i.e., grandfathered) or are selffunded.
• Medicaid Expansion: In 2014, individuals under 64 who earn no more than 133 percent of the federal poverty
level qualify for Medicaid coverage. However, the Supreme Court allowed states to determine whether to move
forward with this expansion in Medicaid eligibility. Michigan’s unique Healthy Michigan Plan went into effect on
April 1, 2014.
Lowering Healthcare Costs
There are conflicting analyses on whether the ACA will contain costs. Certain scholars suggest cost savings may
stem from healthcare marketplaces, expanded coverage, and insurance market reforms. Two ACA policies that may
lower healthcare costs for small businesses are highlighted here:
• Community Rating Rules: Effective in 2014, insurers cannot use health information or gender when calculating
premiums for individual or small group health plans. Premiums can only differ because of family size, tobacco
use, and where you live. Insurers can charge different premiums due to age, but rates can only differ by a factor
of three. This means that a senior can only pay a maximum of three times what a young individual would pay
for coverage.
• Wellness Programs: The ACA allows businesses to expand wellness rewards and employee incentives. Employers may offer employees up to 30 percent of the cost of health coverage if they participate in wellness programs and, in some cases, meet specific health standards. Examples of wellness program offerings include:
benefits to encourage healthy lifestyle such as subsidized health club memberships; behavior modification programs, such as tobacco cessation, weight management, and exercise; and health risk assessments, including
blood pressure and cholesterol screenings.ii
Other analyses note that 60 percent of employers expect some cost increase as a result of ACA policies.iii The federal
government estimates that premium changes for businesses could shift a few percentage points up or down when
the ACA is fully implemented.
iv

i

http://www.familiesusa.org/health-reform-central/from-the-states/from-the-states.html
http://www.dol.gov/ebsa/pdf/workplacewellnessstudyfinalrule.pdf
iii
Mercer, August 8, 2012
iv
Congressional Budget Office, November 2009
ii
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Impact on Michigan Business
Key ACA Issues for Michigan Businesses
The ACA affects Michigan businesses, but not necessarily in the same way. MichBusiness is committed to
facilitating your education and compliance. Here, we detail fundamental questions that allow your firm
to assess national health reform’s impact.
1. Did you offer employee health insurance before ACA enactment?
Grandfathered Health Plan Requirements:
You have a grandfathered health plan if you offered employee health insurance on or before March 23,
2010 and have not made significant changes to this coverage. With a grandfathered plan, you are not
required to meet several ACA insurance mandates, but some insurance reforms still apply. While your
firm can add (or remove) employees to the plan and change insurance companies, you cannot reduce
benefits, increase deductibles, change co-pays, or increase employee premiums. These actions risk
your grandfathered status and expand the requirements by which your plan may abide.
Your group health plan must abide by the following insurance reforms regardless of grandfathered
status. Unless noted, these provisions became effective 2010.v
• Uniform explanation of coverage;
• No lifetime limits on essential benefits;
• Restricted annual limits on essential benefits;
• No coverage rescissions when individuals become ill (except fraud);
• Must offer dependent coverage to age 26;
• No pre-existing condition provisions for those under 19;
• Must spend at least 80% of premium on clinical care (medical loss ratio reporting and rebates);
• No waiting periods greater than 90 days (2014);
• No annual dollar limits on essential benefits (2014);
• Guaranteed issue of coverage (2014).
Non-grandfathered health plan requirements:
If your firm began offering health insurance after March 23, 2010, or you lose grandfathered status,
your plan must ensure not only the protections above, but also several others listed below. Unless
noted, these provisions became effective 2010.
• Coverage of preventive services without charge;
• Must report on quality of care;
• Must guarantee access to emergency, pediatric, and ob-gyn services;
• Internal appeal and external review process for disputes;
• No differential benefits for high vs. low-salary employees;
• No deductibles in small group market (under 100) higher than $2,000 for individuals and $4,000
for families (2014);
• Must offer an essential health benefits package in the small group market (2014); and
• Subject to community rating rules (2014).
• No pre-existing condition exclusions.
v

Congressional Research Service: Grandfathered Health Plans Under the Patient Protection and Affordable Care Act, January 3, 2011.
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2. Are you a self-insured firm?
If you accept the risk of health benefits, rather than purchasing coverage through an insured carrier, many ACA
provisions apply to your self-funded plan. However, building off of the previous discussion, you must also consider
whether your self-funded plan is grandfathered. Below is a chart summarizing the applicable ACA provisions.vi
Insurance Reforms 2010
No lifetime limits on essential health benefits
Restricted annual maximums on essential health benefits
No coverage rescissions when individuals become ill (except fraud)
No cost sharing for preventive care
Provide coverage to dependents up to age 26
Uniform explanation of coverage
No differential benefits for high-salary versus low-salary employees
Quality of care reporting
Must spend at least 80 percent of premium on clinical care (medical loss ratio reporting and rebates)

Internal appeal and external review process for disputes
Annual rate review
Patient protections
Insurance Reforms 2014
No pre-existing condition exclusions
Community rating rules
Guaranteed issue & renewability of coverage
No discrimination based on health factors; No discrimination against providers
Required coverage of essential health benefits
Out-of-pocket and cost sharing limits
Limit waiting periods to no more than 90 days

Self-Insured Plans
Grandfathered Non-Grandfathered
X
X
X
X
X
X
Not required
X
X
X
X
X
Not required
Not required
Not required
X
Not required
Not required
Not required
X
Not required
Not required
Not required
X
X
Not required
Not required
Not required
Not required
Not required
X

X
Not required
Not required
X
Not required
X
X

We should note that the federal policymakers are concerned that small business will look to self-insurance
as a way to avoid regulation; we expect this will be a closely monitored issue.
3. Do you have 1-25 FTEs?
The ACA delineates businesses based on number of
full time employees (FTEs), drawing a line in the sand
between large and small employers. The following
ACA provisions apply to the smallest businesses.
No requirement to provide insurance; no risk of
penalty: Your firm is not penalized for choosing not
to offer employee health coverage.
Eligible for tax incentives: Starting in 2010, sliding
scale tax credits became available for businesses
with 25 or fewer employees. To be eligible for the
tax credit, a business must:
• Pay wages that average less than $50,000 per
FTE; and
• Offer health insurance and pay at least
50 percent of premium costs.

Do I qualify for the small business tax credit?
1. Keep in mind that counting employees for
purpose of tax credit eligibility differs from
counting employees for applicability of the
health insurance penalty for large employers.
2. Total the employees working at least 40
hours a week.
• Do not include the firm owner(s)
• Do not include family members
3. Total the annual hours worked by part-time
employees. Divide by 2,080.
4. Add figures above for total FTEs.
5. If this number is 25 or less, calculate wages.
Total wages paid to employees.
• Do not include the firm owner(s)
• Do not include family members
6. Divide by total FTEs.

The full tax credit is available only to firms with 10 or
fewer employees who have wages that average less
than $25,000 per FTE. The tax credit may reach 35
percent of premiums paid.
vi

Congressional Research Service. Self-Insured Health Insurance Coverage, June 25, 2010.

7. If this figure is less than $50,000, and you
pay at least half of the employee premiums
for employee-only coverage, you are eligible
for the small business tax credit.
continued on page 5
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The tax credit increases up to 50 percent of the employer’s premium contribution toward the cost of
health benefits in 2014. However, to access the tax incentive, a firm must purchase coverage via the
new healthcare marketplace/exchange. An employer may only claim the tax credit for up to two
consecutive taxable years.
Marketplace/Exchange purchasing option: Your business has the option of purchasing health
insurance through a health marketplace/exchange. The health marketplace is a new organization
that aims to create a competitive, structured market for buying health insurance. The marketplace
will offer a choice of certified health plans that offer a standardized set of benefits and cost sharing.
Small business will navigate the selection of insurance via the web where plan rates and quality
information is displayed for comparison. Michigan has chosen to allow the federal government to
operate its small business health marketplace.
The federal government recently announced that small businesses may select one insurance plan for
employees, rather than providing employees multiple options from which to select. Also, the federal
government has post-poned the SHOP online enrollment feature. Employers providing coverage
through the SHOP must use a paper direct enrollment process. Additional purchasing options were
available in 2015.
New reporting requirements: Employers have various reporting requirements under the ACA, all of
which are in various stages of development and have different implementation dates. For suggestions
on how to address health reform with your employees, see pages 9-10. Reporting requirements include:
• Employees have the option to purchase insurance via the new healthcare marketplace/exchange and
may be eligible for subsidies. The federal government developed model marketplace notices and mandated that employees be notified by October 1, 2013. However, the U.S. Department of Labor issed
subsequent guidance indicating that employers will not be penalized for failure to provide this notice.
• On March 5, 2014, the U.S. Department of Treasury issued final regulations that provide further
guidance about this requirement. In 2015, the Affordable Care Act provides for information reporting
by employers with 50 or more full-time equivalent employees regarding the health coverage they offer
to their full-time employees (known as Section 6056 rules). New information reporting by issuers,
self-insuring employers, and other parties that provide health coverage also take effect in 2015
(Section 6055 rules). The first of these reports must be filed in 2016.
4. Do you have 26-49 FTEs?
No requirement to provide insurance; no risk of penalty: Your firm is not penalized for choosing
not to offer employee health coverage.
Ineligible for tax incentives: Your firm is not eligible for small business tax credits.
Marketplace/Exchange purchasing option: Businesses have the option of purchasing health
insurance through a health marketplace/exchange. The health marketplace is a new organization
that aims to create a competitive, structured market for buying health insurance. The marketplace
will offer a choice of certified health plans that offer a standardized set of benefits and cost sharing.
Small businesses will navigate the selection of insurance via the web where plan rates and quality
information is displayed for comparison. Michigan has chosen to allow the federal government to
operate its small business health marketplace. The federal government recently announced that
small businesses may select one insurance plan for employees, rather than providing employees
multiple options from which to select. Also, the federal government has post-poned the SHOP
online enrollment feature. Employers providing coverage through the SHOP must use a paper
direct enrollment process. Additional purchasing options were available in 2015
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New reporting requirements: Employers have various reporting requirements under the ACA,
all which are in various stages of development and have different implementation dates. For
suggestions on how to address health reform with your employees, see pages 9-10. Reporting
requirements include:
• Employees have the option to purchase insurance via the new healthcare marketplace/exchange
and may be eligible for subsidies. The federal government developed model marketplace notices
and mandated that employees be notified by October 1, 2013. However, the U.S. Department of
Labor issued subsequent guidance indicating that employers will not be penalized for failure to
provide this notice.
• Employers are also required to report the cost of employees coverage on employee W2s. This
requirement was suspended in 2011 until further guidance is issued. further, the IRS has suspended
this requirement for firms with fewer than 250 filed W2 forms until further notice.
5. Do you have 50 or more Full Time Equivalent Employees (FTEs)?
Employers with 50 or more FTEs are considered “large employers” and subject to additional ACA
requirements. Keep in mind that counting FTEs is complex, subject to evolving federal guidelines, and
incorporates both full-time and part-time employees. For guidance on counting your employees, please
consult MichBusiness’ calculator in the Health Care Reform Connect section of michbusiness.com.
Employer mandate: The federal government has delayed implementation of the employer mandates.
Companies with 50-99 FTEs will now have until 2016 to provide qualifying health coverage to their
employees, provided they meet the transition rules. While companies with 100 or more FTEs will be
required to provide qualifying health coverage as of 2015, they only need to offer insurance to 70% of
their full time equivalent workers in 2015. The higher threshold of 95% will begin in 2016. Failure to
provide qualifying health coverage results in a penalty ONLY if at least one employee receives a
federal subsidy for purchasing health insurance via the marketplace/exchange.
The federal government continues to define qualifying health coverage, but has stipulated that it must
be affordable and meet minimum standards.
• Affordable Coverage for Plan Years in 2015: Premiums cannot exceed 9.56% of an employee’s
household income. Alternatively, employers must use one of the three approved affordability
safe-harbors to determine affordability of coverage: (1) W-2 wages, (2) Rate of Pay, or (3) federal
poverty level for a single individual. Affordability is measured by evaluating the cost of individual,
rather than family coverage, regarless of in which level of coverage the employee is enrolled.vii
• Minimum Coverage: The health plan must cover at least 60 percent of health plan benefit costs.
The federal government has constructed a calculator which allows employers to input data and
ascertain whether their plan is sufficient.
Ineligible for tax incentives: Your firm is not eligible for small business tax credits.
Marketplace/Exchange purchasing option: Michigan businesses with 51-100 employees will not
be able to purchase insurance via newly created health insurance marketplace/exchange unless,
beginning in 2016, Michigan elects to expand the definition of “small employer” to include employers
with 51-100 employees

vii

http://www.gpo.gov/fdsys/pkg/FR-2013-02-01/pdf/2013-02136.pdf

continued on page 7
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New reporting requirements: Employers have various reporting requirements under the ACA, all of
which are in various stages of development and have different implementation dates. For suggestions
on how to address health reform with your employees, see pages 9-10. Reporting requirements include:
• Employees have the option to purchase insurance via the new healthcare marketplace/exchange and
may be eligible for subsidies. The federal government developed model marketplace notices and mandated that employees be notified by October 1, 2013. However, the U.S. Department of Labor issed
subsequent guidance indicating that employers will not be penalized for failure to provide this notice.
• Employers are also required to report the cost of employee coverage on employee W2s. This
requirement was suspended in 2011. Further, the IRS has suspended this requirement for firms
with fewer than 250 filed W2 forms until further notice.
• Beginning in 2015, the Affordable Care Act provides for information reporting by employers with
50 or more full-time equivalent employees regarding the health coverage they offer to their full-time
employees (known as Section 6056 rules). New information reporting by issuers, self-insuring
employers, and other parties that provide health coverage also took effect in 2015 (Section 6056
rules). The first of these reports must be filed in 2016.
Simple cafeteria plan option: You may already know about a basic cafeteria plan, which allows
businesses to offer employees a choice among benefits that are most suited to their needs.
Employees are able to withhold a portion of their salary on a pre-tax basis to cover qualified expenses
(e.g., medical expense flex spending account and dependent care assistance flex spending account).
Businesses, in turn, reduce their tax liability on employee withholdings.
There are, however, federal requirements for cafeteria plans. Non-discrimination rules exist to prevent
cafeteria plans from favoring highly compensated employees; these rules have proven burdensome
and complicated for small businesses. To remedy this, the Affordable Care Act gives businesses with
100 or fewer employees the option of a simple cafeteria plan. The simple cafeteria plan allows employers to automatically meet the non-discrimination tests that apply to cafeteria plans, without the burden
of annual examination. To establish a simple cafeteria plan, it must be offered to all employees who
work at least 1,000 hours during the previous year and a uniform percentage must be contributed to
non-highly compensated employees.

How do I calculate the employer shared responsibility penalty?
1. Does your firm have 50 or more full-time and or full-time equivalent employees? See the
MichBusiness FTE calculator on michbusiness.com for assistance with this critical question.
If no, you are not subject to the employer shared responsibility provisions.
2. If yes to Question #1, did one or more of your full-time employees receive premium subsidies
via the healthcare marketplace/exchange? If no, you will not be subject to the employer
shared responsibility penalties.
3. If yes to Question #2, and your firm offers employee health insurance:
• Is the health plan “Affordable” as defined by the ACA?
• Does the plan cover at least 60 percent of healthcare expenses?
If you answered yes to these questions: YOU PAY: $3,000 for each employee who received
a subsidy via the Michigan exchange. OR $2,000 for each FTE excluding the first 30
employees (the lesser). In 2015, the transition rule excludes the first 80 employees.
4. If you answered yes to Question #1, and you do not offer employee health insurance:
YOU PAY: $2,000 multiplied by your total number of FTE employees excluding the first
30. The penalty is capped at $2,000 times the number of FTEs over 30. In 2015, the
transition rule excludes the first 80 employees.
7 • Health Care Reform Guide

Spotlight on Healthcare Marketplace/Exchanges
The New Healthcare Marketplace
A health insurance marketplace/exchange aims to create a more competitive and structured market for buying health
insurance. A healthcare marketplace works to provide easy comparison of health plans, consumer choice, and affordable products. The healthcare marketplace will initially cater to individuals and small businesses, offering a choice
of certified health plans that provide a baseline set of benefits.
Michigan small businesses have the option of purchasing employee coverage via a health insurance marketplace/
exchange. This option will initially be available to businesses with 50 or fewer employees and in 2016, Michigan may
elect to expand the definition of small employer to include businesses with 51-100 employees.
The ACA originally envisioned that states would operate their own health insurance marketplaces, but most have
chosen not to do so. Michigan has chosen to allow the federal government to operate its health insurance marketplace/exchange. Small businesses will navigate the selection of insurance via the web where plan rates and quality
information is displayed for comparison. The federal government announced that, in 2014, small businesses may select one insurance plan for employees, rather than providing employees multiple options from which to select. Also,
the federal government has post-poned the SHOP online enrollment feature. Employers providing coverage through
the SHOP must use a paper direct enrollment process. Additional purchasing options were available in 2015.
Health Coverage:
Only qualified health plans will be able available via the health
marketplace. Michigan has the flexibility to select participating
plans. Four benefit tiers will be available; all plans and benefit
tiers must, at a minimum, must provide ten essential health
benefits (see box at right).
• Bronze: Covers 60% of benefit costs and has out-ofpocket limits equal to current limits for Health Savings
Accounts (HSAs) – $6,850 for individuals and $13,700
for families in 2016.
• Silver: Covers 70% of benefit costs, includes current
HSA out-of-pocket limits;
• Gold: covers 80% of benefit costs, includes current HSA
out-of-pocket limits; and
• Platinum: covers 90% of benefit costs, includes current
HSA out-of-pocket limits.

Essential healthcare benefits for all
small businesses in 2014:
• ambulatory patient services,
• emergency services,
• hospitalization,
• maternity and newborn care,
• mental health and substance use
disorder services (including
behavioral health treatment),
• prescription drugs,
• rehabilitative & habilitative services
and devices,
• laboratory services,
• preventive and wellness services
and chronic disease management, and
• oral and vision pediatric services.

Over the past several months federal policymakers have
defined how small businesses will shop via the marketplace/
exchange, as well as defining the ongoing important role of licensed agents. Recent federal regulations and/or
communications have revealed the following:

• In 2014, small businesses purchasing on the marketplace/exchange select one insurance plan for employees,
rather than providing employees multiple options from which to select. Additional purchasing options will be
available in 2015.
• The federal government is evaluating which insurance carriers (and plans) to offer; we expect to learn more this
summer. The ACA requires the marketplace to include at least two insurance carriers that operate in all 50 states.
The federal government’s Office of Personnel Management (OPM) selects these carriers and gradually makes
multi-state plan options to states. In 2014, multi-state plans must be available in 60% of states and, in 2017,
all states. We expect OPM also to announce its plan selection this summer.
• The federal government has released SHOP exchange enrollment information. Visit www.healthcare.gov/marketplace/shop/ to access.
• The federal government has clarified how licensed agents may assist small businesses (and individuals) via the
new marketplace/exchange. Licensed agents who want to help small businesses (and individuals) purchase health
insurance via the federally run Michigan marketplace/exchange must register, complete an online training course,
and comply with federal and state laws and regulations, including privacy and confidentiality laws. Licensed agents
continued on page 9
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can then use an insurer’s website to enroll clients, or use the federally run Michigan marketplace/exchange website.
Licensed agents will be compensated directly by insurers. For more information, visit http://marketplace.medicarelearningnetworklms.com.
The ACA works to ensure that individual and small group plans available via the marketplace, or purchased outside
the marketplace, are parallel:
• All individual and small group plans must include a baseline essential benefit package.
• Individual and small group plans that are offered inside and outside the health market/exchange must be offered at the same price.
Tax credits only available via exchange
Small business tax credits are only available if health coverage is purchased via the exchange beginning in 2014. As
you evaluate purchasing outlets, keep in mind that the credit is available only for two consectutive tax years after 2014.
Next Steps: As a health insurance marketplace/exchange is constructed for Michigan businesses, MichBusiness will
keep you abreast of your shopping options. Open enrollment will begin November 15, 2014, with coverage effective
January 1, 2015. MichBusiness will ensure you are able to evaluate whether shopping through an exchange, or the
private market, is a fit for your business.

Talking with your employees about health reform
You have undoubtedly received employee questions about national health reform. These inquiries will intensify as
we edge closer to the ACA’s critical 2014 implementation milestone. Anticipating the questions you may receive,
MichBusiness has developed the following Q&A.
Is my employer required to provide health insurance?
No. Small employers are not required to provide health insurance. Mid to large-size employers are encouraged to
offer affordable, adequate insurance as they may be penalized in certain circumstances if they fail to do so. The
employer penalty is in effect in 2015 for employers with 100 or more employees and 2016 for employees with 50-99
full time equivalent employees who meet certain requirements.
Am I required to buy health insurance?
Yes. With limited exceptions, in 2014 all individuals must purchase a minimum level of health coverage and prove that
they have done so when filing taxes. You will receive a certificate of coverage from your insurance carrier and use this
as proof of coverage when filing taxes. Failure to secure adequate insurance results in a penalty; it begins at $95 or
one percent of income, whichever is greater. The penalty gradually increases until it reaches $695 or 2.5 percent of
income, whichever is greater, in 2016.
Will my healthcare costs go down?
We are equally concerned about healthcare affordability. The ACA has numerous policies that aim to decrease
healthcare costs, but we cannot project the impact on our employees or insurance premiums at this time. Already,
you may have experienced some benefits, such as no co-pays for preventive care. In 2014, additional benefits
became available such as deductible and co-pay limits.
Why is everyone talking about healthcare marketplaces or exchanges? What are they?
A health marketplace/exchange is a clearinghouse for individuals and small businesses to purchase health insurance –
they became operational in 2014 and aim to make insurance accessible and affordable. Only qualified health plans are
available on the exchange and must provide, at a minimum, 10 essential health benefits. Four levels of benefits are
available (Bronze, Silver, Gold & Platinum) which cover an increasingly large share of benefit costs. Businesses can
decide whether to purchase employer-sponsored coverage via the exchange but individuals may always do so on
their own (unless they need a subsidy, in which case certain restrictions apply – see below).
Are there new limits to my flex spending account (FSAs)?
Yes, beginning in 2011, you may no longer use funds from HSAs, FSAs, or Health Reimbursement Accounts (HRAs)
for over-the-counter medication unless prescribed by a physician. Penalties for using HSAs for non-qualifying expenses increase from 10 to 20 percent. In 2015, FSA maximum annual contributions were capped at the lesser of (1)
the amount specified in the applicable employer plan document or $2,550.
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FAQs for Employers:
If two or more companies have common ownership or are otherwise related, are they combined for purposes of
determining whether they employ enough employees to be subject to the Employer Shared Responsibility
provisions? Yes, section 4980H includes a longstanding provision that also applies for other tax and employee benefit
purposes, under which companies that have a certain level of common ownership or are otherwise related generally
are combined and treated as a single employer, and so would be combined for purposes of determining whether or not
they collectively employ at least 50 full-time employees (including full-time equivalents). If the combined total meets the
threshold, then each separate company is subject to the Employer Shared Responsibility provisions, even those companies
that individually do not employ enough employees to meet the threshold. (Note that these rules for combining related employers do not apply for purposes of determining whether a particular company owes an Employer Shared Responsibility
payment or the amount of any payment. That is determined separately for each related company).
Do the Employer Shared Responsibility provisions apply to employers with full-time employees who are eligible for
health coverage through another source, such as Medicare, Medicaid, or a spouse's employer? Yes. For purposes
of determining whether an employer is an applicable large employer, all employees are counted (subject to a limited
exception for certain seasonal workers), regardless of whether the employees are eligible for health coverage from another
source, such as Medicare, Medicaid, or a spouse's employer. Thus, an applicable large employer with full-time employees
who are eligible for health coverage through another source, such as Medicare, Medicaid, or a spouse's employer, will be
subject to the Employer Shared Responsibility provisions regardless of whether those employees are eligible for coverage
from another source. But, employees who are eligible for Medicare or Medicaid are not eligible for a premium tax credit.
If no full-time employee receives a premium tax credit (for example, because all of an employer's full-time employees are
eligible for Medicare or Medicaid), the employer will not be subject to an Employer Shared Responsibility payment.
Which employees are considered “full-time” for an applicable large employer to be required to offer coverage
under the employer mandate? Under Code Section 4980H(c)(4)(A), a “full-time employee” for any month is an employee
who is employed for an average of at least 30 hours of service per week. The final regulations would treat 130 hours of
service in a calendar month as the monthly equivalent of 30 hours of service per week (52 x 30) ÷ 12 = 130). This monthly
standard takes into account that the average month consists of more than four weeks.
When is a variable hour or seasonal employee considered a full-time employee requiring an applicable large
employer to offer coverage? In the final regulations, the IRS describes safe harbor methods that employers may use
(but are not required to use) to determine which employees are treated as full-time employees for purposes of the employer
mandate described above. These methods can be used to determine whether new, on-going employees or seasonal
employees are considered full-time employees for the employer mandate and when an employer must provide coverage
or be penalized.
Who is a seasonal employee?
A seasonal employee is an employee in a position for which the customary annual employment is six months or less.
Additional educational resources are listed below:
Michigan Department of Community Health
www.michigan.gov/mdch
Michigan Department of Licensing & Regulatory Affairs
www.michigan.gov/lara/
Federal Government
www.healthcare.gov
The Henry J. Kaiser Family Foundation Health Reform Source
healthreform.kff.org
The Commonwealth Fund Health Reform Resource Center
www.commonwealthfund.org/Health-Reform/Health-Reform-Resource.aspx
Independent Insurance Agents & Brokers of America
www.independentagent.com
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Affordable Care Act Implications:
Large Business Checklist
The 2010 Affordable Care Act (ACA) draws a line in the sand between large and small businesses, generally defining large
businesses as those with 50 or more employees. However, businesses with up to 50 employees will secure new purchasing
options via the ACA. This demarcation has led many Michigan businesses whose employee count hovers around 50 to evaluate how the ACA impacts their hiring and health benefit decisions. This brief informs Michigan businesses of ACA implications
based on your size; it also aims to assist independent agents counseling Michigan businesses.
Calculating Employees
In order to understand the ACA’s impact, the first step is to calculate the number of full time equivalent employees (FTEs),
which incorporates full-time and part-time employees. Sounds simple right?
• Keep in mind that the method for counting FTEs to determine health insurance tax credit eligibility is different than
determining applicable penalties and purchasing options.
• Visit MichBusiness’ calculator at michbusiness.com to arrive at your FTE count.
With the FTE count in hand, you know whether the business falls into the “small” versus “large” business category as defined
by the ACA. Below is a list of applicable ACA provisions.
Health Reform Provisions Applicable to Large Employers
New Purchasing Option:
Health Insurance Marketplace

• In 2014, Michigan businesses with 51 or more employees will not be able to
purchase via the healthcare marketplace/exchange. Had Michigan opted to launch its
own state marketplace/exchange, they could have made this purchasing option available for those employers with 51-100 employees in 2014.
• In 2016, businesses with 51-100 employees may purchase via the healthcare
marketplace/exchange if Michigan elects to expand the definition of small employer.

Employer Shared
Responsibility Requirements

Beginning in 2015, firms with more than 50 full-time and/or full-time equivalent employees, can choose to offer full-time employees and their dependents “affordable” coverage
at a “minimum value” level to at least 70% of its full-time employees (95% in 2016 and
beyond), or face a penalty if a full-time employee purchases coverage via the health insurance marketplace/exchange and receives a federal subsidy. (Note: Employers with 50-99
full-time and/or full-time equivalent employees who meet certain conditions will not be
subject to employer shared responsibility penalties until 2016.)
• “Affordable” coverage means that the cost for employer-only coverage is no more than
9.56 percent of an employee’s household income. Alternatively, employers may use one
of the following approved safe-harbors to determine the affordability of coverage under
the health plan: (1) W-2 Income, (2) Rate of Pay, (3) federal poverty level for a single individual. See discussion below for additional details on the affordability safe harbors.
• “Minimum Value” coverage is defined as a plan that covers at least 60 percent of total
expected costs. The federal government has created an actuarial value calculator that
allows employers to answer this question. This calculator will allow businesses to input
info about the employee benefit plan (deductibles & co-pays) to determine if it qualifies
as minimum coverage.
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Penalty for Failure to Offer
Employee Coverage

In 2015, businesses with 50 or more full-time and/or full-time equivalent employees face
a potential penalty for failure to offer employee coverage only if at least one employee accesses premium subsidies via the health insurance marketplace/exchange. For the 2015
plan year ONLY, these employers can substitute the requirement of providing 95% of their
FTEs with coverage to 70% of FTEs with coverage. (Note: Employers with 50-99 full-time
equivalent employees who meet certain conditions will not be subject to employer shared
responsibility penalties until 2016.)
Penalties only apply in two cases:
• Employer coverage is not provided to at least 95% of full-time employees (70% in
2015). Federal regulations have clarified that employers are required to offer employee
and dependent coverage. Employers are not required to offer spousal coverage. In this
case, the penalty is $2,000 times the number of full-time employees minus 30 (80 employees in 2015).
• Employer coverage is provided to the required percentage of full-time employees, but it is
not “affordable” or it is not “minimum value” coverage. In this case, the penalty is $3,000
annually for each full-time employee receiving a tax credit on the exchange, up to a maximum of $2,000 times the number of full-time employees minus 30 (80 employees in 2015).
Affordability is defined as no more than 9.5 percent (2014) or 9.56 percent (2015) of an
employee’s income for single coverage. Affordable coverage is based on employee-only
coverage, rather than dependent or family coverage. The problem is that employers don’t
typically know employee household income. To address this issue, the federal government is evaluating three “safe harbor” options.
• The “W-2 Safe Harbor” allows an employer to use an employee’s previous year W-2 as
a benchmark. An employer determines whether they offered affordable coverage in
2014 by looking at the 2014 W-2 provided to the employee in 2015 (specifically Box 1).
An employer can also use this tool prospectively when determining benefits and employee contributions. An employer may deduct 9.5 percent, or a lower percentage, from
an employee’s Form W-2 wages for each pay period.
• The “Rate of Pay Safe Harbor” allows employers to use the hourly pay rate for each
hourly employee eligible to participate in a health plan. That rate would be multiplied by
130 hours per month (the full-time benchmark) and affordability would be determined
based on the calculated wage amount.
• The “Federal-Poverty-Line Safe Harbor” allows employers to determine affordability by
disregarding employees whose income qualifies them for Medicaid coverage (under 133
percent of the federal poverty level). These individuals are not eligible for federal premium tax credits via the exchange, which is a condition for the employee penalty.
The standard for minimum value coverage is coverage of no less than 60 percent of costs
under the plan’s total allowed benefits.

Health Insurance Tax Credit

Not eligible for tax credit.

Maketplace
Notices

Employers are encouraged to communicate the following:
• Employees have the option to purchase insurance via the new healthcare marketplace
and may be eligible for premium subsidies.
• Employees risk losing the employer contribution to healthcare benefits if they purchase
insurance via the marketplace.
• If employee coverage is offered, confirmation that the plan meets a minimum standard.
Employers may use a model notification form developed by the federal government;
employees must be notified by October 1. To view the model notification form for
employers who offer a health plan to their employees, visit
http://www.dol.gov/ebsa/pdf/FLSAwithplans.pdf. To view the model notification
form for employers who do not offer a health plan to their employees, visit
http://www.dol.gov/ebsa/pdf/FLSAwithoutplans.pdf.
The U.S. Department of Labor issed guidance indicating that employers will not be
penalized for failure to provide this notice to employees.
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Reporting Requirements

Employers must report the aggregate cost of coverage under an employer-sponsored group health plan on employee W-2s. The requirement took effect for the W2s issued in January 2013 for the 2012 tax year. For more information, visit
www.irs.gov/pub/irs-drop/n-11-28.pdf for issued guidance, and for an informative
Q+A from the IRS on employer-provided health coverage informational reporting requirements, visit http://www.irs.gov/uac/Employer-Provided-Health-Coverage-Informational-Reporting-Requirements:-Questions-and-Answers.

Waiting Periods

In 2014, employers offering health insurance may not have a waiting period of more
than 90 days for eligible individuals to enroll in health insurance.

Orientation Periods

Final regulations state that orientation periods may not exceed one month. If an employer imposes an orientation period, the 90 waiting period begins the first calendar
day after the orientation period. Coverage cannot start later the fourth full calendar
month of employment. Eg.: Hired on Jan. 6, coverage can’t be later than May 1.

Next Steps
MichBusiness will ensure that Michigan businesses have complete, up-to-date information to ensure compliance with the
ACA. If you have questions about this issue, please contact MichBusiness at 586-393-8800.

Affordable Care Act Implications:
Small Business Checklist
The 2010 Affordable Care Act (ACA) draws a line in the sand between small and large businesses - generally small businesses are defined as those with fewer than 50 employees. However, businesses with up to 50 employees will secure new
purchasing options via the ACA. This demarcation has led many Michigan businesses whose employee count hovers around
50 to evaluate how the ACA impacts their hiring and health benefit decisions. This brief informs Michigan businesses of ACA
implications based on your size; it also aims to assists independent agents counseling Michigan businesses.
Calculating Employees
In order to understand the ACA’s impact, the first step is to calculate the number of full time equivalent employees (FTEs),
which incorporates full-time and part-time employees.
• Keep in mind that the method for counting FTEs to determine health insurance tax credit eligibility is different than
determining applicable penalties and purchasing options.
• Visit MichBusiness’ calculator on michbusiness.com to arrive at your FTE count
(https://michbusiness.com/health-care-reform-connect/compliance/aca-compliance/fte-calculation/).
With the FTE count in hand, you know whether the business falls into the “small” versus “large” business category as defined
by the ACA. Below is a list of applicable ACA provisions.
Health Reform Provisions Applicable to Small Employers
New Purchasing Option:
Health Insurance Marketplace
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Businesses with up to 50 employees will have the option to purchase employee
coverage via the newly established federal health insurance marketplace/exchange
beginning in 2014. Michigan has chosen to allow the federal government to operate
its small business health marketplace/exchange. The federal government recently
announced that, in 2014, small businesses may select one insurance plan for
employees, rather than providing employees multiple options from which to select.
Additional purchasing options will be available in 2015. Sole proprietors with no employees will also have the option to purchase health insurance via the marketplace/
exchange, but will purchase individual rather than small business coverage.

Requirement to Offer
Employee Coverage

No requirement to offer employee coverage. However, certain firms with fewer than
25 employees are offered tax incentives to do so.
If a small employer decides to offer health insurance to employees in 2014, they w
ill be subject to new insurance reforms applicable for the small group market. These
reforms apply to small group insurance products beginning in 2014:
• Must include baseline level of coverage which includes ten essential health benefits;
• Premiums must only vary based on age, geography, family size, and tobacco use.
Premium age variations are limited to a 3:1 difference; and
• Cost sharing and deductible limits
• No annual dollar limits on essential benefits
• No annual or lifetime benefit limits
• No waiting periods greater than 90 days

Penalty for Failure to Offer
Employee Coverage

No penalty for failure to offer employee coverage.

Health Insurance Tax Credit

Only firms with fewer than 25 employees are eligible for the health insurance tax
credit. They must also pay wages that average less than $50,000 per employee and
offer health insurance and pay at least 50 percent of premium costs.
Keep in mind the method for calculating employees to assess tax credit eligibility is
different than assessing applicability of ACA’s employer penalty provisions.
For tax years 2010 through 2013, the maximum credit is 35 percent for small
business employers and 25 percent for small tax-exempt employers. In 2014, the
rate will increase to 50 percent for small business employers and 35 percent for small
tax-exempt employers. However, to access the tax incentive, a firm must purchase
coverage via the new healthcare marketplace/exchange. An employer may only claim
the tax credit for up to 2 consecutive tax years beginning in 2014.

Required Employee
Communication

Employers are encouraged to communicate the following:
• Employees have the option to purchase insurance via the new healthcare
marketplace/exchange and may be eligible for premium subsidies.
• Employees risk losing the employer contribution to healthcare benefits if they
purchase insurance via the marketplace/exchange.
• If employee coverage is offered, confirmation that the plan meets a minimum standard.
Employers may use a model notification form developed by the federal government;
employees must be notified by October 1, 2013. To view the model notification form
for employers who offer a health plan to their employees, visit
http://www.dol.gov/ebsa/pdf/FLSAwithplans.pdf. To view the model notification form
for employers who do not offer a health plan to their employees, visit
http://www.dol.gov/ebsa/pdf/FLSAwithoutplans.pdf.
The U.S. Department of Labor issued guidance indicating that employers will not be
penalized for failure to provide this notice to employees.

Reporting Requirements

Employers must report the aggregate cost of coverage under an employer-sponsored group health plan on employee W-2s. Businesses filing fewer than 250 W-2s
were exempt from this requirement until the IRS notifies businesses otherwise. For
more information, visit www.irs.gov/pub/irs-drop/n-11-28.pdf for issued guidance,
and for an informative Q+A from the IRS on employer-provided health coverage informational reporting requirements, visit http://www.irs.gov/uac/Employer-ProvidedHealth-Coverage-Informational-Reporting-Requirements:-Questions-and-Answers.

Waiting Periods

In 2014, small businesses offering health insurance may not have a waiting period of
more than 90 days for eligible individuals to enroll in health insurance.

Next Steps
MBPA will ensure that Michigan businesses have complete, up-to-date information to ensure compliance with the ACA. If you
have questions about this issue, please contact Michbusiness at 586-393-8800.
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