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THE AFFORDABLE CARE ACT

The Patient Protection and Affordable Care Act (PPACA) was signed into law by President Obama on March 23,
2010 and was amended by the Health Care and Education Reconciliation Act on March 30, 2010. The name
Affordable Care Act (ACA) isusedtorefertothe final,amended version of the law. Itissometimesalsoreferred
to as Obamacare. The actincludes numerous provisions which are designed to expand coverage, control health

care costs, provide free wellness care, and promote wellness.
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Some of the key provisions of the law and how they affect your clients will be outlined in the following pages.

To viewthe ACATimeling, click the followinglink to our Flex website:
http://www.flexiblebenefit.com/healthcare-reform/timeline
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Health Insurance Marketplace (Exchange)

Exchanges (also called “marketplaces”) are online markets where consumers and small businesses can go to
shop for healthinsurance. Ontheirwebsites, they can compare the available plans and then purchase online.
Some states opted to create and operate theirown exchanges. If astate decided notto create itsown
exchange, the federalgovernment administers or partners with the exchange in that state.

State Health Insurance Marketplace Types, 2017

[l State-based Marketplace (11 states and DC)

[l State-based Marketplace- Federal platform (5 states)
[l state-partnership Marketplace (6 states)

[[] Federally-facilitated Marketplace (28 states)

NOTES: This map displays the marketplace type for the individual market, For most states, the marketplace typeis the same for the small business,
or SHOP, marketplace; however, AR, MS, NM, and UT operate State-based SHOP Marketplaces.
SOURCE: State Health Insurance Marketploce Types, 2017, KFF State Health Facts:

Wp://kif.org/health-retorm/state-indicator/state-heaith-insurance-marketplac

There are two types of marketplaces within each state. One isthe Individual Marketplace, where i ndividuals can
shop for insurance. The otherisfor small business employers, called the Small Business Health Options
Program, or SHOP. The SHOP Marketplace providesaplace foreligible employersto explore health insurance
plans and choose which level of coverage to offertheiremployees. More information regardingthe SHOP
Marketplace and which employers will qualify will be discussed laterin this presentation.

The information provided in this document is based on the information page 3
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Metallic Levels

The health plans offered through the Marketplace must meet standard requirements for affordability, cover
Essential Health Benefits, and provide consumer protections. The plans are separatedintofourhealth plan
categories, also known as metalliclevels. These categories are based on the percentage the plan pays of the
average overall cost of providing essential health benefitsto members. The categoriesare called Bronze, Silver,
Gold, or Platinum.

Platinum Gold Silver Bronze
Monthly Cost $$%% $3% $$ $
Cost When You
y $ $% $33 $3$9%
Get Care
Good Option plantousealot wanttosave needtobalance don’t planto
If You... of health care on monthly your monthly need a lot of
services premiums while  premium with health care
keeping your your out-of- services
out-of-pocket pocket costs
costs low

Catastrophic Plans

People underthe age of 30 and/orwith hardship exemptions are able to buy a “catastrophic” health plan. This
type of plan mainly protects the memberfrom very high medical costs and is used for worst case scenario
claims. Catastrophicplans have a lower premiumthan otherhealth plans, but have higher deductibles.

The information provided in this document is based on the information page 4
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Individual Mandate

The ACA includes amandate which requires mostindividuals to have minimum essential health coverage or
potentially pay atax penaltyif they go uninsured. This provisionappliesto U.S. citizens of all ages, including

children.
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IN 2014, individuals and families with
income under approximately will
pay a flat dollar penalty amount if they
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IN 2015, individuals and families with
income under approximately will
pay a flat dollar penalty amount if they

fail to obtain minimum essential coverage.

Individuals and families with income over

will pay a penalty equal to
of their income.
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IN 2016, individuals and families with
income under approximately will
pay a flat dollar penalty amount if they
fail to obtain minimum essential coverage.
Individuals and families with income over
will pay a penalty equal to
of their income.

There isa family cap on the flat dollaramount (but not percentage) of 300%, and the overall penaltyis capped at
the national average premium of abronze level plan purchased through an exchange.

Ifa personisuninsuredforjust part of the year, only 1/12% of the yearly penalty applies to each month he/she
was uninsured. If theyare uninsured forlessthan 3 months, there will be no penalty.

There are exceptions to the mandate forfinancial hardship, religious objections, Native Americans and
individuals below the tax filingthreshold. Foradditional information visit the IRS website at
http://www.irs.gov/uac/Questions-and-Answers-on-the-Individual-Shared-Responsibil ity-Provision

Subsidies

Some individuals may be eligible to receive federal subsidy assistance to help them pay for the cost of health

insurance if they buy their coverage through the Health Insurance Marketplace in theirstate. Individuals are not

The information provided in this document is based on the information
available as of the revision date of this document, and is not intended
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eligible forfederal subsidy assistance if they’re eligiblefor Medicaid, orif theiremployer provides coverage

whichis affordable and meets minimum value.

Quick Check Chart: Do | qualify to save on health

insurance coverage?

Number of people in your household

1

2

<

4

You may qualify for lower

premiums on a Marketplace

insurance plan if your yearly $11,490 -
income is between... $45,960

See next row if your incorme is at the
lower end of this range.

You may qualify for lower

premiums AND lower

out-of-pocket costs for $11.490 -
Marketplace insurance $28,725
if your yearly income is

between...

Private Marketplace health plans

$15,510 -
$62.040

$15,510 -
$38,775

$19,530 -
$78.120

$19,530 -
$48,825

$23,550 -
$94,200

$23,550 -
$58,875

$27,570 -
$110.280

$27,570 -
$68,925

$31,590 -
$126.360

$31.590 -
$78,975

If your state is expanding

Medicaid in 2014: You may

qualify for Medicaid $16,105
coverage if your yearly

income is below...

If your state isn't expanding

Medicaid: You may not

qualify for any Marketplace $11.,490
savings programs if your

yearly income is below...

Medicaid coverage

The Kaiser Family Foundation website contains a calculatorto determine subsidy eligibility
http://kff.org/interactive/subsidy-calculator/

Open Enrollment Period

$21,707

$15.510

$27.310

$19.530

$32,913

$23,550

$38,516

$27.570

$44,119

$31,590

The open enrollment periodis aduration of time in which individuals who are eligible to enroll in aQualified
Health Plan can sign up for coverage inthe Marketplace. The 2018 Open Enrollment period begins November
1, 2017 and ends December 15, 2017. Members must enroll by the 15" of the month to receive a 15t of the

month effective date.
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Special Enrollment Period

Afterthe Open Enrollment Period ends, individuals cannot make changesto their plan orapply for coverage
unless they experience a “Qualifying Event” which triggers a Special Enrollment Period. They have 60 days from
the qualifying eventdate to apply for or make changesto a policy. Qualifying eventsinclude:

Jobloss COBRA ends

Reductionin hours Loss of HMO due to relocation

Divorce of legal separation Employer ceases contributions

Loss of dependent status Incur claims that meet or exceed lifetime benefits
Death Reasons otherthan non-paymentorrecession
Birth Adoption

Foster Care Marriage (effective 1°'of the month following)

PLEASE NOTE - the termination of aShort-Term policy (whethervoluntarily orinvoluntarily) is not a qualifying
eventtoapply for a permanentpolicy. Short-Term policies are also not “qualified health plans”, so aclient may
be subjectto penalties.

For additional details regarding qualifying events visit https://www.healthcare.gov/sep-list/

Model Exchange Notices

Employers must provide each employee at the time of hiringa written notice:

1. Informingthe employeeof the existence of the Marketplace includinga description of the services
provided by the Marketplace, and the mannerin which the employee may contact the Marketplace to
request assistance

2. Ifthe employer’s planshare of the total allowed costs of benefits provided underthe planislessthan 60
percent of such costs, then the employee may be eligible fora premium tax creditundersection 36B of the
Internal Revenue Code (the Code)if the employee purchases a qualified health plan through the
Marketplace

3. Ifthe employeepurchasesaqualified health plan through the Marketplace, the employee may lose the
employercontribution (ifany) to any health benefits plan offered by the employerand then all ora portion
of such contribution may be excluded fromincomefor Federal incometax purposes.

Employers must provide a notice of coverage options to each new employee, regardless of plan enroliment
status or of part-time orfull-time status. Employers are notrequired to provide a separate notice to
dependents. The noticeisto be provided within 14 days of the employee’s start date.

The information provided in this document is based on the information Page 7
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The Department of Labor has created two model notices that can be used:

Model notice if you currently offer health insurance

Model notice if you currently don’t offer healthinsurance

Essential Health Benefits

The ACA requires that non-grandfathered health insurance plansinthe individual and small group markets, both
on and off of the health insurance exchanges, offer astandard package of coverage known as “essential health
benefits.” The categories of essential health benefits are:

e Ambulatory patientservices

e Emergencyservices

e Hospitalization

e Maternity and newborn care

e Mental health and substance use disorderservices, including behavioral health treatment
e Prescriptiondrugs

e Rehabilitativeand habilitative services and devices

e Laboratory services

e Preventiveand wellness services and chronicdisease management

e Pediatricservices, including oral and vision care *

The following plans are not required to add Essential Health Benefits:
e Large Group (50+) fullyinsured

e Self-funded (ASO)plans
e Grandfathered plans

Employer Waiting Periods Limited to 90 Days

Beginning with the first planyearon or afterJan. 1, 2014, all group health plans —including grandfathered and
non-grandfathered, fullyinsured and self-funded —must have a waiting period for new hires that does not
exceed 90 calendar days.

PLEASE NOTE - For employees who are already in awaiting period when the proposed rule goesinto effecton
the employer’s plan renewal date, the days served priorto the renewal date will count toward the 90-day
waiting period.

Example: An employee who has elected coverage is hired Sept. 15, 2014 and is in a 90-day waiting period. If the
individual’'s waiting period has exceeded 90 days upon planrenewal onJan. 1, 2015, coverage must be made
available as of that day.

The information provided in this document is based on the information Page 8
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Adjusted Community Rating

For ACA compliant group health plans, adjusted (or modified) community rating laws prohibit carriers from using
actual or expected health status, claims experience, orgenderin setting rates for premiums. Otherfactors such
as age, geographicarea, and tobacco use may be used to vary premiums, within certain limits. The ACA also
contains provisions that require insurance companies to guarantee issueand renewal forindividual and group
plans. Click here to view a helpful overview from UnitedHealthcare about Adjusted Community Rating.

Pre-Existing Condition Limitations

A pre-existing condition is a physical or mental health condition, disability, orillness thatis diagnosed priorto
enrollmentinahealth plan. The ACA pre-existing condition exclusion provision prohibits healthinsurers from
denying coverage to individuals because of a pre-existing condition. Beginningin September 2010, group health
plans could not exclude enrollees (employees, spouses or dependents) underage 19 based on pre-existing
conditions.

For plan years beginning on or after January 1, 2014, pre-existing condition exclusions willnolongerbe applied
to members covered under health insurance policies and group health plans, both non-grandfathered and
grandfathered. However, aspecial rule applies toindividual healthinsurance coverage. The pre-existing
condition exclusion prohibition only applies to non-grandfathered individual health insurance policies. The rules
do notapplyto grandfathered individual policies.

Coverage for Dependents to Age 26

Under ACA, youngadult dependent children canremain ontheir parent’s group orindividual policy, regardless
of the dependent’s residency, student or marital status, or if they are filed as a dependenton theirparent’s
tax return, until they turn age 26.

The state of lllinois passed the Young Adult Dependent Coverage Law onJune 1, 2009, thatalso extends
coverage to military veterans up to age 30.

To be eligible, aveteran must:

e Beanlllinoisresident
e Haveservedinthe active or reserve components of the U.S. Armed Forces, including the National
Guard.
e Havereceivedarelease ordischarge otherthana dishonorable discharge
e Submitproof of service usinga DD2-14 (Member4 or 6) form, otherwise known as a “Certificate of
Release or Discharge from Active Duty.”
o Thisformisissuedbythe federal governmenttoall veterans. For more information on how
to obtain a copy of a DD2-14, the veteran can call the lllinois Department of Veterans’ Affairs
at 1-800-437-9824 or the U.S. Department of Veterans’ Affairs at 1-800-827-1000.

Illinois Insurance Facts — Young Adult Dependent Coverage Fact Sheet

The information provided in this document is based on the information Page 9
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The state of Texas passed V.T.C.A. Insurance Code & 846.260 and V.T.C.A. Insurance Code §
1201.059 which makes dependent status available for an unmarried child up to age 25 for insurance
purposes.

Employer Shared Responsibility

The EmployerShared Responsibility provision of the ACA, often referred to as the Employer Mandate, requires
large employers (50 or more full-time employees, including full-time equivalents) to offer affordable health
insurance that meets minimum valuerequirements. Small employers (less than 50 full-time) are notrequired
to offer health coverage to theiremployees.

For purposes of the Employer Mandate, the ACA defines a full-time employee as someone that performs 30 or
more hours of service perweek. Coverage does not needto be offered to:

e Part-time employees (performingless than 30 hours of service per week)

e Seasonal employees (working 6months or less during the year)

e Temporaryor Leased employees thatare common law employees of the leasing company ortemporary
agency

e Employeesworkingabroad

e 1099 contractors

Startingin 2015, employers with 100 or more full-time employees and full-time equivalents will need to offer
healthinsurance to at least 70% of full-time employees orface financial penalties. In 2016, thisruleis extended
to employers with 50or more full-time employees and full-time equivalents and the percentage of full-time
employees that must be offered coverage isincreased to 95% to avoid penalties.*

If the employer does not offer Minimum Essential Coverage (MEC), they may be subjecttoa $2,000* perfull-
time employee peryear penalty if even just one full-time employee applies through the publicexchange and s
foundeligible foran applicable premium tax credit or cost-sharing reduction.

If the employer's coverage meets MEC but the coverage is deemed unaffordable and does not provide minimum
value forsome full-time employees, those employees may also obtain health insurance through a public
insurance exchange and qualify foran applicable premium tax credit or cost-sharing reduction. Insuch case, the
penalty would be $3,000* per full-time employee who qualified for the applicable premium tax credit or cost-
sharingreduction. Penalties will be calculated on a monthly basis.

*It is importantto note that although the penalty enforcement was delayed until 2015 and in some cases 2016,
the penalty amountisbased ona 2014 enforcementdate. Therefore, the penalty amounts listed ($2,000and
$3,000) will be adjusted annually, startingin 2015, and these numbers only reflectan estimate, not the true cost
of the penalty.

U.S. Treasury Department Fact Sheet: Employer Shared Responsibility

Full-time Equivalent (FTE) Employee Calculator https://www.healthcare. .gov/fte-calculator/
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