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President Obama Signing Health Care Reform Bill

Marcelas Owens of Seattle, left, Rep. John Dingell, D-Mich., right, and
others, look on as President Barack Obama signs the health care bill. Image
from the Associated Press as pulled from the Daily Herald Photo Gallery,

www.dailyherald.com
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A The Patient Protection and Affordable Care
Act is now law and health care reform has
become a reality.

A Although a full understanding of the new
law and its implications will require months
of review, there is the opportunity to share
information that is actionable.

www. TheBrokersGA.com



E Health

Dickerson Employee Benefits

Insurance Services

"J’\‘ Care

\ R@f@rm AUTHORIZED GENERAL AGENT

2010: Health Reform Takes Hold

1. No lifetime limits on health plan coverage.

2. Dependents can now be covered until the
age of 26.

3. The law prohibits rescissions of health plan
coverage in all insurance markets.

4. Each state must create a high-risk pool for
people with pre-existing conditions.

5. Elimination of pre-existing condition
exclusions for children.

6. Tax credits for small business employees.

www. TheBrokersGA.com
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Changes Next Year

1. Higher penalties for withdrawing funds
from Health Savings Accounts for non-
medical reasons.

2. HSA and employer sponsored FSA or HRA
plans can no longer be used for over-the-
counter drugs unless you have a
prescription.

www. TheBrokersGA.com
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1. Beginning this year, health insurance
companies canod6t turn down
insurance or ask any questions about their
health condition.

2. There will be a new market for health
insurance in each state.

3. The law will require that everyone carry a
minimum level of health insurance coverage,
or be subject to a fine.

4. Employers with more than 50 employees will
be required to offer a minimum level of health
insurance coverage or be subject to fines.

www. TheBrokersGA.com
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IRS Small Business Health Care Tax Credit
Creates Opportunities

Eligibility Rules

1. For-profit and tax-exempt employers may qualify.
However, all three of the following criteria
must be met:

a. The employer must cover at least 50 percent of
health care coverage costs for workers based on
the employee-only (single) rate.

b. The employer must have no more than the
equivalent of 25 full-time workers (not counting
owners or family members).

CEmpl oyees0 average annual wag:
owners or family members) must be below $50,000.

www. TheBrokersGA.com
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IRS Small Business Health Care Tax Credit
Creates Opportunities

Credit Amount

1. The maximum credit is worth up to 35 percent of a
company's premium costs in 2010 (25 percent for
tax-exempt employers).

a. Note that the rate will increase to 50 percent on
Jan. 1, 2014 (35 percent for tax-exempt
employers).

2. The credit gradually phases out for employers with
average wages between $25,000 and $50,000, and
for employers with the equivalent of between 10
and 25 full-time workers.

www. TheBrokersGA.com
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If you are a small employer (business or tax-exempt) that provides health insurance coverage to your employees, determine if you may
qualify for the Small Business Health Care Tax Credit by following these three simple steps:

Determine the total number of your Calculate the average annual wages
employees (not counting owners or of employees (not counting owners
family members): or family members):

Full-time employees: Take the total annual wages paid to
{enter the number of employees who work employees:

at least 40 hours per week)

+
Divide it by the number of employees
/ Full-time equivalent of part-time from STEP 1:
employees: (total wages + number of employees)
(Calculate the number of full-time
equivalents by dividing the total annual = average wages

hours of part-time employees by 2080.)

- total employees

If the total number of employees is fewer

than 25 GO TO STEP 2 If the result is less than $50,000, AND

You pay at least halif of the insurance premiums for your employees at the single (employee-only) coverage rate, then

)) you may be able to claim the Small Business Health Care Tax Credit.
Find out more information at IRS.gov

A

IRS
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Small Business Health Care Tax Credit Scenarios

Example of Employer Receiving the Credit

Example 1: Auto Repair Shop with 10 Employees Gets $24,500 Credit for 2010
Main Street Mechanic:
* Employees: 10
*  Wages: $250,000 total, or $25,000 per worker
* Employee Health Care Costs: $70,000
2010 Tax Credit: $24,500 (35% credit)

2014 Tax Credit: $35,000 (50% credit)

www. TheBrokersGA.com
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Additional Questions

Can an employer be tax credit eligible if the
number of employees exceeds 10 and the average
annual wage exceeds $50,0007?

A. Yes. The IRS provides tax credit reduction formulas.

How is the number of FTEs determined for

purposes of the credit?

A. The number of an empl oyeros
dividing (1) the total hours for which the employer pays

wages to employees during the year (but not more than

2,080 hours for any employee) by (2) 2,080. The result, if

not a whole number, is then rounded to the next lowest

whole number.

www. TheBrokersGA.com
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Additional Questions

Can an employer with 25 or more employees

qualify for the credit if some of its employees

are part-time?

A. Yes. Because the limitation on the number of

empl oyees I's based on FTEOS.

Are seasonal workers counted in determining
the number of FTEs and the amount of
average annual wages?

A. Generally, no. Seasonal workers are disregarded
in determining FTEs.

www. TheBrokersGA.com
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Additional Questions

Do family members of a business owner who

work for the business count as employees?

A. Generally, no. A family member of any of the

business owners or partners listed in Q/A-13, or a

member of such a business owner
household, is not considered an employee for

purposes of the credit.

How does an employer claim the credit?
A.The credit 1 s clai med on the e
income tax return. For a tax-exempt employer, the
IRS will provide further information on how to claim
the credit.

www. TheBrokersGA.com
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Additional Questions

Can the credit be reflected in determining
estimated tax payments for a year?

A. Yes. The credit can be reflected in determining
estimated tax payments for the year to which the
credit applies in accordance with regular estimated
tax rules.

Does taking the credit affect a
deduction for health insurance premiums?

AYes.| n determining the empl oyer
health insurance premiums, the amount of

premiums that can be deducted is reduced by the

amount of the credit.

www. TheBrokersGA.com
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Grandfather Plans

Advantages:

A Plans may continue separate benefits in favor of
highly compensated individuals

A Certain mandated rules will not apply pertaining to
choice of providers, emergency services, and
coverage of clinical trials and internal and external
review requirements

A Exemption from requirements that certain preventive
care benefits be covered at the first-dollar level.

A Exemption from modified community rating provisions
and limits on plan deductibles and co-payments

www. TheBrokersGA.com
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Grandfather Plans

Examples of changes that will result in loss of
grandfathered status:

A Increasing employee contributions more than 5%
A Changing the annual dollar limit

A Eliminating a necessary element to diagnose or treat
a condition

A Increasing the coinsurance percentage

A Increasing the deductible or out-of-pocket maximum
by more than 15%

A Increasing a co-pay more than the permissible limit

www. TheBrokersGA.com
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The Role for Brokers to Sell Products Offered in
the Exchanges is in the Legislation . . .

ENROLLMENT THROUGH AGENTS OR BROKERS
The Secretary shall establish procedures under which a
State may allow agents or brokers:

(1) to enroll individuals in any qualified health plans in
the individual or small group market as soon as the plan
is offered through an Exchange in the State; and

(2) to assist individuals in applying for premium tax
credits and cost-sharing reductions for plans sold through
an Exchange. Such procedures may include the
establishment of rate schedules for broker commissions
paid by health benefits plans offered through an
exchange. 0

www. TheBrokersGA.com
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Customer Service Information

Department of Labor
EBSA Toll-Free Hotline at 1-866-444-EBSA (3272
http://www.dol.gov/ebsa

Centers for Medicare & Medicaid Services (CMS)
http://www.cms.hhs.gov/HealthInsReformforConsume/01
Overview.asp

http://www.healthreform.gov

http://www.irs.gov/newsroom/article/0,,id=220839,00.ht
ml

www. TheBrokersGA.com
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