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To help our clients better understand the major changes from the recently passed legislation on health care reform, hereis a
brief summary of changes affecting employers.

All individuals will be required to have health insurance, with some exceptions, beginning in 2014. Those who do not have
coverage will be required to pay a yearly financial penalty of the greater of $695 per person (up to a maximum of $2,085
per family), or 2.5% of household income

There is no employer mandate but employers with more than 50 employees will be assessed a fee of $2,000 per full-time
employee (excluding the first 30 employees from the assessment) if they do not offer coverage and if they have at least
one employee who receives a premium credit through an Exchange.

o Large employers (more than 200 employees) that offer coverage will be required to automatically enroll
employees into the employer’s lowest cost premium plan if the employee does not sign up for employer coverage
or does not opt out of coverage.

o No employer may impose a waiting period that exceeds 90 days.

Health insurers will be prohibited from denying coverage to people for any reason, including their health status, and from
charging people more based on their health status and gender.

These new rules will alsa require that all new health plans provide comprehensive coverage that includes at least a
minimum set of services, caps annual out-of-pocket spending, does not impose cost-sharing for preventive services, and
does not impose annual or lifetime limits on coverage {existing individual and employer-sponscred plans do not have to
meet the new benefit standards}.

Young adults will be allowed to remain on their parent’s health insurance up to age 26.

New taxes

o “Cadillac Tax"-- Imposes a 40% tax on insurers of employer sponsored health plans with aggregate values that
exceed certain levels, beginning in 2018.

o Non-Wage Medicare Tax- starting in 2013, households with incomes above $200,000 ($250,000 for married
couples) will have a new, 3.8 percent tax applied to their income from interest, dividends, capital gains, and some
profits from investments in partnerships and S corporations.

o  0.9% Medicare Tax Increase- starting in 2013, households with incomes above $200,000 ($250,000 for married
couples) will have a 0.9% increase to their Medicare taxes on their wages.

o Fee on health insurers and self-insured plans of 32 per covered beneficiary to fund comparative research
initiatives.

The amount of contributions to FSA’s for medical expenses would be limited to $2,500 per year, adjusted for inflation,
heginning in 2013.

Provides a two year tax credit to small businesses (Jess than 25 employees) with average annual wages of less than
$40,000 that purchase health insurance with the tax credit.

o For tax years 2010 to 2013, the tax credit would he up to 35% of the employer’s contribution toward the
employee’s health insurance premium if the employer contributes at least 50% of the total premium cost.

o The full credit will be available to employers with 10 or few employees and average annual wages of $25,000 and
less, the credit phases out as firm size and wages increase.

Permit employers to offer employees rewards for wellness—in the form of premium discounts, waivers of cost-sharing
requirements, or benefits that would otherwise not be provided—of up to 30% of the cost of coverage for participating in
a wellness program and meeting certain health-related standards. Employers must offer an alternative standard for
individuals for whom it is unreasonably difficult or inadvisable to meet the standard. The reward limit may be increased to
50% of the cost of coverage if deemed appropriate.

There is no public option in the legislation, and the eligibility for participation in exchanges by employers with 25 or mare
employers is unclear at this stage.
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*Assumes April 1, 2010 eractment  **In years following 2018, the tax amount would increase in an amount proportionally equal to overall premium growth.



