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Better Health Care Reform Benefit Decisions©  
What is Best for Your Business, Your Employees and Your Customers? 

Decide on your Best Employment Operations Model before you Dive into PPACA. 
 

A) Health Care Reform is not just about the 4-6 calculations of benefit dollar’s allocation, affordability, 

penalties and employer benefit options. It is about how people are paid and this will change all our 

lives. Your operation model and compensation/benefit decisions will work to the end of tax and profit 

consequences for your business and your employees. 
 

B) Your allocation of fulltime and part-time employment could change your business plan. It will change 

your staffing world and the world of your employees based on compensation decisions. 
 

C) We will be helping employees and families through changing how they work and live in the pursuit of 

affordable health care and help with needed compensation decisions. 
 

D) The HR communications beyond “Summary of Benefits and Coverage” and “Coverage and Exchange 

Options Disclosure” are the greatest challenge. 
 

E) Services Offered by Armitage Inc. – See XI. and Attachments J and K 

1) PPACA Employer Decision Tree – Calculation Options 

 2) Employer Compensation Designs and Tax Reporting 

 3) Employee Disclosures and Communication 

 4) Individual Employee Financial Counseling 

 

Basic PPACA Employer Decision Tree (C) = Needed Calculation– Possible Future Reporting Obligation 

• Taxes, Summary of Benefits and Coverage (SBC), and Disclosures for All Size Employers  

(See X. and Attachments E, F, G, H and I) 

• Set a good faith compliance timetable – 8 months to 9/23/2013 C.E.O.D. 
 

I. (C) How many FTE employees do I have?  
First, establish “Stability Waiting Periods” for all size employers. See VIII. All Size Employers and X. 

All Size Taxes, Filings and Disclosures. 
 

A. How do I pick my periods to count FTE’s for small employer tax credit, for $2,000 Single/$4,000 

Family Deductible coverage and 50+ “pay penalties” or “play calculations”? 

1. Picking the previous calendar year is recommended. Pick a “typical period” of 

company operations, not less than 90 days, to count hours. This is considered your 

“Initial Standard Measurement Period” (ISMP). 

• An employee averaging 30 hours or more a week for this ISMP period is 

considered fulltime. 

• Leased employees hours are in the FTE calculation for employer size and 

penalties (need more guidance from HHS). 

• You then have a 0 to 90 day “Administration Period” (AP) to put in a system 

needed to verify your calculations (no guidance to date). 
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2. Then you establish a period in which you will always perform the FTE counts called 

your “Stability Period” (SP). This number of FTE’s produces your penalty if you 

choose not to play or continue your health plan. Your “Stability Period” can be no 

shorter than your “ISMP”. 

3. For your “SP” you can opt to use the same period as your “ISMP” or a period that is 

6 to 12 months.  

4. With more part-time employees (hours in the FTE count), a long “ISMP” and “SP” 

may be appropriate. There are seasonal hour’s breakout calculations. 

 

II. Are you a small or large employer? Take your FTE number divided by 120 and add to your 

fulltime employee (30+ hours) number to determine your size group. 

• Later, if you are a large employer (50+ FTE) paying the $2,000 penalty amount, you can subtract 

30 employees that are 30+ hours per week. 

 

III. If under 50 FTE’s you do not have to have a plan, comply with some mandates and have no 

penalties. Self Insured Groups: Self Insured plans of any size also avoid some mandates and taxes, 

but not the “Play or Pay” test and penalties if over 50 FTE’s.  (See Attachment A) 

 

IV. If you have under 25 FTE employees making under $50,000 average income: 

A. (C) Test to see the value of small group tax credit (employer and employee cost). 

B. (C) Calculate present compensation and employee premium cost versus cost of Exchange 

eligible. 

• Those employees at 400% F.P.L. or less are going to the Exchange. 

C. Choose to let the employee go to the Exchange (and receive subsidy and cost share) or increase 

your health premium contribution or compensation. 

D. Keep group insurance if you have higher paid and/or healthy employees with the maximum 

2014 high deductible health plan annual out of pocket maximums. See V.A. Below 

 

V. If over 25 FTE’s, but under 50 FTE’s, you should select your “Initial Standard Measurement 

Period” and “Stability Period” so your compensation data is consistent as you grow. However, you 

do not have to pay penalties for offering no coverage or unaffordable coverage. There are no 

penalties or “Play or Pay calculations” when under 50 FTE’s. 

A. Also, in 2014, your plan must have deductibles no higher than $2,000 Single/$4,000 Family and 

no more than an annual out of pocket maximum of $5,950 Single and $11,900 Family.  

B. (C) See IV.B.C.D. 

C. (C) Calculate the Actuarial Value of your plan. (HHS Calculation – See Attachment H) 

 

VI. (C) All size employers must calculate the total “Aggregate Value” of all benefits and 

integrate with benefits that are not in the Aggregate Value. What is your Aggregate Value and Out 

of Aggregate benefit design? (See Attachment B) 
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VII. If your group size is 50+ FTE’s: 
A. (C) See I.A.(1-4) and II. Measurement Periods 

B. (C) What is the Actuarial Value (90%, 80%, 70%, 60%) of your plan? (HHS Calculation) With this 

value you are then prepared to adjust the plans Actuarial Value to determine affordability. 

C. Based on FTE “Play or Pay” Calculations: 

1. Your plan is affordable at 60% Actuarial Value with no employees payroll deduction 

more than 9.5% of single income which is 300-400% of Federal Poverty Level  

(See Table –Attachment C). There is a $2,000 per FTE penalty if you have no plan 

(you must offer Minimum Essential Benefits to 95% of your fulltime 30+ hours 

employees) or an unaffordable plan, based on just one employee being Exchange 

eligible. The penalty excludes the first 30 employee penalties (30 is not an FTE 

reduction) with that 5 or 5% audit buffer, if needed. If you have an unaffordable 

plan with qualifying F.P.L. employees there is a $3,000 penalty per Exchange eligible 

employee, based on household income. You pay the lesser penalty. [$2,000 x # of 

unaffordable FTE’s or $3,000 x # of employees that qualify for the Exchange] (See 

Attachment D). Penalties are not tax deductible. 

2. You will have a penalty if coverage is unaffordable. You could pay the number of 

Exchange eligible $3,000 penalties, or the $2,000 penalty (whichever is less), or 

increase your contributions for employees to be affordable. Your decision should be 

based on your employment needs and the lesser cost of 3 options.  

• There are penalties versus benefit cost increase decisions as a company and as 

an Exchange eligible person. 

• You can decrease the actuarial value and re-test. Do these costs indicate a value 

equation for either a fulltime or part-time employment strategy? 

D. To Repeat: 

• There is a penalty of $2,000 for each FTE employee if no plan is offered, if you have 

50+ FTE employees. 

• There is a penalty of $2,000 for each FTE if the plan is unaffordable. If one employee 

qualifies for the Exchange (100-400% FPL), there is a penalty of $3,000 per qualified 

employee. The $3,000 penalty times a smaller possible number may be tempting 

compared to the $2,000 penalty times # of FTE’s (less 30), until all compensation, 

taxation and employee retention is considered. For most employers, making the plan 

affordable produces less dislocation and cost.  

E. Consider a dual option of health plans; affordability is based on the low (60%) plan. 

F. (C) Consider ASO-Partial Self Insuring (See Attachment A) 

G. (C) Calculate the new “Aggregate Value” benefits and out of aggregate benefits. 
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VIII. All Size Employers with any Aggregate Value and Benefits to Communicate.  

A. After the above considerations (usual insurance benefit calculations and analysis): 

1. Bid for alternatives 90 days or more before renewal and select carriers. 

2. (C) Set plans. 

3. Distribute Summary of Benefits and Coverage (SBC) 

4. Coverage and Exchange Option Disclosure in the summer of 2013 and 10/1/2013 

(CEOD). 

5. Send Material Modification of Benefits or SBC 60 days prior if the change is off 

anniversary. 

B. Communication 

1. (C) Coverage and Exchange Options Disclosure (CEOD) –Include two scenarios in and 

out of the exchange. 

2. Individual employee counseling may be needed to decide whether to take employer 

benefits, even if unaffordable by FPL test, or become eligible for the Exchange 

Subsidy (advanced tax credit) and a cost share of subsidy based on “Household 

Income”. 

3. Remember that the employee’s Exchange premium due is after tax and they must 

take 70% Silver plan, which could be of higher cost. 

 

IX. Track and plan your Aggregate Value that goes to the W-2 to stay below the 40% 

Excise Cadillac Tax of 2018 with Actuarial Value limits of $10,200 Single and 

$27,500 Families. 
 

X. (C) Taxes to Calculate & PPACA Filings – See Attachment E, F, G, H and I 

 

XI. PPACA Services Offered by Armitage Inc. and PeopleFirst HR Solutions  

(Attachments J and K) 

 

XII. For Some Planning Ideas, See the “New Exchange Market Reality” and “What is Best for Your 

Business – Plan Designs and Comments” (Both Attached) 

 

 

 

“We Deliver Solutions, Not Just Renewals” 
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New Insurance Exchange Market Reality for All Size Groups after  

September 23, 2013: Observations for Insured Plans to Consider in 2014 (if 
you are not self insured) 
 

AV = Actuarial Value of MEB is 90%, 80%, 70% or 60% 

 

1) A carrier “certified” as an Exchange plan will offer several plans for each of the four levels of 

Actuarial Value in the Exchange for eligible individuals or small groups (less than 50) in the “Shop 

Exchange”. 

 

2) To begin with, the same actuarial value plans will be at the same rates from the same carrier and 

plans in and out of the Exchange (3-1 Ratio applies and “community rates”). In the following 

years, your group health rates will adjust off base community rates if you are not in the 

Exchange, or you can change to plan designs not offered from the Exchange at the same actuarial 

value. Self insured employers are not restricted. 

 

3) Plan designs (deductible size, copays, coinsurance and maximum out of pocket) can vary and still 

calculate out to the same percentage of actuarial value (70% or 60%, etc.). It is only on the 

outside that you will be able to have a wider range of plan designs. For example, a plan can be 

catastrophic or heavy first dollar and not be one of the carrier’s four actuarial value plan options 

in the Exchange and still meet an Actuarial Value of 60% or more. 

 

4) After the first actuarial value plan rates are approved by HHS and OCI in and out of the Exchange, 

the risk pools and Medicaid insured’s (all types of Badgercare) will move to the Exchange. 

Premium cost will only vary outside for a carrier offering a different plan design within an 

actuarial value out of the Exchange. Adverse selection will drive up Exchange rates and artificially 

drive up outside rates, driving employers to use different actuarial value plan variations, self 

insure, and/or use a “Replay” strategy. If plans are not well designed outside the Aggregate Value 

benefits, employers will be forced into the 40% Cadillac Tax in 2018. 

 

5) You could pay the Cadillac Tax in or out of the Exchange. 

 

 

 

Note:  Employers of 35+ Fulltime 30 hours+ per week employees could self fund and skip all of the 

above, except the calculation to determine the actuarial value of your plan is not identified by 

your carrier. But for 50+ employees the large group mandates, tests and penalties apply. Also 

note that the freedom of no tests or penalties for small groups could extend to under 100 in 

2014. 
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What is Best for your Business, Employees and Customers? 

Internally this law will realign how you think about compensation.  

What are the unintended consequences? 
 

Plan Design Comments for Small and Large Groups 
 

**If Small Groups under 50 employees do not have a plan, there are no tests, mandates or penalties. 

(Awaiting further guidance, but small groups could change to fewer than 100 employees in 2014.) 

 

**Group sizes with 3-49 employees in 2014 are limited to a $2,000 Single/$4,000 Family Deductible Plan 

and a maximum out of pocket of $5,950 Single and $11,900 Family when designing for actuarial values if 

you choose to have health benefits. There are no penalties if you don’t. 

 

Small Groups (up to 49 employees) – For FTE Calculations could go to 100 in 2014 
 

1) Perform Actuarial Value calculations and match Actuarial Value available in and out of the 

Exchange.  Calculate your payroll deduction against employee eligibility for the Exchange, based 

on Federal Poverty Level IRS Table. 

 

2) Under 25 FTE test for premium tax credit of 35% (50% in 2014). 

 

3) See how FSA, HRA and HSA’s affect your Aggregate Values and plan design. This is the same 

“Total Aggregate Value” for 2014 W-2’s (2013 values). 

 

4) A non-Exchange plan can have a greater variety of designed coverage for the same Actuarial 

Value calculations than an Exchange plan. Exchange insurers will offer limited numbers of plans 

at each Actuarial Value (90%, 80%, 70% or 60%). 

 

5) For most small employers of low paid employees, the Exchange is the answer. Compensation is 

the determinant.  

 

6) You can decide to have a plan, not have a plan, self fund or do a “Replay Plan Design”. 

 

7) You can have a plan and not have it “slightly unaffordable”, then just insure the high earners, 

move others to exchange and do a Replay design outside of the Total Aggregate Values. You can 

save money and have better coverage. 
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Large Groups (50+ Employees) – Analyze your staff structure and business functions for 

the future? Determine if employees should be full-time or part-time. 
 

1) Perform Actuarial Value HHS calculations on your present plan to determine its Actuarial Value 

(90%, 80%, 70% or 60%). 

 

2) “Pay or Play” Test and Calculations. Fulltime and Part-time FTE for “Measurement Period” 

selected. How many FTE’s do you have? If you don’t play it is that number times the penalties 

you pay annually ($2,000 or $3,000). Your plan can be affordable for all MEB’s for 95% of your 

workforce (a 5% buffer for errors). 

 

3) Run “Pay or Play” Affordability Tests at 9.5% of single income at 400% F.P.L. (see IRS Table for 

other F.P.L.’s) and decide to keep some Actuarial Value of a plan, or make your present plan 

affordable (drop 10% in Actuarial Value), or you pay a penalty (not tax deductible). You could also 

consider self funding, the “Replay” design, and keeping the group plan for only some employees. 

 

4) Your broker then bids out of the exchange carriers and non-Exchange plans that can vary more in 

design than the carriers in the Exchange. You select an “affordable” plan. 

 

5) Before finalizing the benefit plan designs for 2014, check FSA, HRA and HSA for the “Aggregate 

Value Calculations” for W-2’s and plan to stay under the 2018 Cadillac Tax in the future. 

 

6) Or if you decided not to have a health plan, you pay a penalty. Or you can just have a health plan 

that is unaffordable and: 

• Deal with counseling individuals who qualify for an exchange plan as your plan is 

unaffordable and qualifies some employees based on household income and a 

percentage of F.P.L. What should you consider when comparing unaffordable plans? 

i. Cost of Exchange Plan 

ii. Subsidy amount based on Silver 

iii. Cost Share 

iv. What is left to be paid by employee pretax through your FSA? 

 

7) The unintended consequences of no health insurance and penalty payments could be greater 

than keeping some affordable actuarial value level of insurance. 

a. When your health insurance is dropped do your employees expect other compensation? 

b. If health insurance is dropped and a penalty is paid, does compensation increase 401k 

contributions, workers’ compensation, payroll taxes, etc. versus no compensation 

increase and use after tax benefits? 

c. New tax brackets could be more crushing than the present employee brackets. 

d. Other benefits could be dropped to keep health insurance. 

e. Wellness now is the #1 priority, especially for self insured groups with coverage limits in 

2014. 
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8) Or then you can “Replay” and have any plan you want for those who can not qualify by F.P.L. 

income for the Exchange and those who enter the Exchange. 

a. You can take the money saved by putting people in the Exchange and improve benefits 

for the employees in the Exchange and your Executives with pre-tax and after tax benefits 

(voluntary benefits, etc.). 

b. You can have more benefits out of the Aggregate Value calculations for the same or less 

money. 

 

9) What do leading accounting firms say? – Business Insurance 12/24/2012, p.29 

a. PW Coopers LLP – Because paying the tax deductible health costs “the employee gets a 

better bang for the buck. Overall the economic incentive for offering coverage in 2014 

will be just over $2,000 per employee…” (For corporation and employee) 

b. However, employers in accommodation service industries (food, health, financial, 

entertainment and recreation) would be ahead $580 per employee per year if they drop 

coverage and pay the penalty. 

c. Mercer LLC – “For employers, the combined $2,000 annual penalty per employee for not 

offering coverage, loss of the tax break and necessary additional employee compensation 

could far exceed their current budget for health care benefits.” 

 

PPACA will be fun for some, but it is a curse for taxpayers. 
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