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We’re now more than three years into the federal Patient Protection and Affordable Care Act, and like 

any three-year-old, the law is moving about with increasing speed, albeit on wobbly legs. What it says 

is sometimes difficult to comprehend, but clarity is emerging. 

Health insurance exchanges are under construction in some states and at the federal level. Federal authorities have 
issued a crush of  regulatory guidance on the individual mandate, the insurance exchanges, the employers’ “shared 
responsibility” requirement, and on a wide variety of  benefit mandates, taxes and fees. And just like our own children, 
the law is turning out to cost a lot more than expected.

We’re devoting this issue of  Compliance News to an overview of  the health reform law, to give you—in one place—
some perspective on the law, how the main pieces fit together and some of  the more interesting details. So here we go.

Health Reform’s Fulcrum: The Individual Mandate

It all begins with the “individual mandate.” By January 1, 2014, nearly all Americans (and legal immigrants) will be 
required to have at least some level of  health insurance or risk a modest tax penalty. The insurance that an individual 
is required to have is known as “minimum essential coverage.” There are exceptions to the individual mandate for 
certain individuals, including people with a legitimate religious objection to having health insurance and people who 
are incarcerated.

Coverage supplied through Medicaid, Medicare or similar government-sponsored programs 
is adequate to satisfy the individual mandate. Coverage under any employer-based health plan, 
whether insured or self-insured, also appears adequate, unless the employer’s coverage is an 
“excepted benefit,” such as a typical health flexible spending account, dental plan or vision plan.
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Proving Minimum Essential Coverage

By early 2015, insurers and sponsors of  self-insured health plans will issue a tax 
form to employees (and perhaps other individuals as well) reflecting the number of  
months in 2014 during which they had minimum essential coverage under a health 
plan. To the extent this tax form reflects that an individual did not have health 
insurance for all 12 months in 2014, the individual might be required to calculate 
a tax penalty on his or her federal tax filing for 2014. Federal authorities will issue 
regulations later this year regarding this reporting obligation. 

Some individuals will not owe a penalty even if  they do not have minimum essential 
coverage for all 12 months. For example, short-term breaks in coverage (generally, 
for three months or less) are ignored, and no penalty is imposed upon individuals 
whose household income is below the tax filing threshold. Other exceptions also 
apply, such as an exception for the working poor who earn too little to qualify for 
federal assistance to buy insurance, but also don’t qualify for Medicaid because their 
state chose not to expand Medicaid as the law’s authors intended states to do.

The Individual Mandate Penalty: Teeth or Mostly Gums?

The individual mandate penalty is the greater of a flat dollar amount and a percentage 
of  household income (essentially, adjusted gross income as shown on the individual’s 
federal tax return). The penalties are described in the chart on the page 3. As 
reflected in the chart, the maximum penalty for a family is three times the penalty for 

Why an Individual Mandate?

The individual mandate was created 

for two reasons. First, part of the 

reason healthcare costs so much 

in America is because hospitals 

are not permitted to turn away 

anyone needing urgent care. When 

an uninsured individual receives 

significant medical care, the hospital 

must shift the cost of that care onto 

the backs of those with insurance. 

The individual mandate is designed, 

in part, to mitigate this cost-shifting 

burden by requiring nearly everyone 

to have health insurance. The hope is 

that mitigating this cost shifting will 

help drive down the price of insurance.

Second, the individual mandate is 

a quid pro quo for two other key 

components of the health reform 

law: the requirements that insurance 

companies issue a policy to everyone 

who applies, and cover the treatment 

of their preexisting conditions. 

The insurance marketplace, to remain 

viable in light of these enhanced risks 

imposed on insurers, must include 

many healthy individuals paying 

premium to offset the cost of paying 

claims for those needing medical care, 

including claims incurred by those 

who have preexisting conditions at 

the time they become insured. The 

individual mandate is designed to 

force the healthy uninsured population 

into the insurance market at the 

same time that market is required 

by law to accommodate all the 

unhealthy uninsured.



Compliance News • Health Reform Edition

3

an individual. The penalty for a minor child in a household is 
50 percent of  the penalty that would otherwise apply.

Although the penalty is assessed like a tax, it cannot be 
collected in the same way the IRS collects delinquent income 
taxes. Effectively, the individual mandate penalty is collected 
by offsetting any federal income tax refund and, potentially, 
other tax credits otherwise due the taxpayer.

Tax Year % of Income
Dollar Amount

Single Family

2014 1% $95 $285

2015 2% $325 $975

2016 2.5% $695 $2,085

The Second Piece of the Puzzle: The Employer “Play or Pay” Mandate

Employers subject to the reform law’s “shared responsibility” provisions (also known as the “play or pay” mandate) have 
a two-tiered obligation with respect to full-time employees (those working 30 or more hours per week, on average). The 
obligation begins in 2014.

Tier 1: Play or Pay

The initial obligation is to offer at least “minimum essential coverage”—basically, something better than a dental plan, vision 
plan or health flexible spending account—to at least 95 percent of  the full-time individuals employed under a given EIN, and 
their biological, step, adopted and foster children to age 26. There is no requirement in this initial tier that the coverage have 
any sort of  minimum value, or that it be affordable. 

Failure to do this—failure to “play”—subjects the employer to an annual $2,000 
penalty for every full-time employee employed under the same EIN, minus the 
first 30 such employees (the “free 30”). The penalty is triggered if  at least one full-
time employee qualifies for subsidized health insurance through a health insurance 
exchange. The penalty is actually assessed on a monthly basis (1/12th of  $2,000 
for each month the employer does not “play”). If  the non-playing employer is part 
of  a larger controlled group of  companies, the “free 30” are allocated pro rata 
among the various members of  the controlled group.

Will It Work?

Will the individual mandate work? That’s the million-dollar 

question. The health reform law’s proponents expect the vast 

majority of the nation’s uninsured to honor the individual 

mandate. The law’s opponents argue that the modest penalties, 

and the difficulty the IRS will have collecting the fines, might 

cause many uninsured individuals to defer buying insurance 

until they get sick, and that the insurance exchanges may have 

difficulty excluding these individuals.

If in 2013 an employer offers health 

insurance only to employees, it is not 

required to offer coverage to a full-

time employee’s children in 2014, as 

long as the employer is “taking steps” 

in 2014 to implement coverage for 

children by 2015.
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Tier 2: If Playing, Coverage Must Meet 
Certain Requirements

If  the employer chooses to “play” rather than 
“pay,” the obligation shifts slightly. At this 
point, the law asks the employer to offer the 
full-time employee (but not necessarily his or 
her children) health insurance with at least a 
60 percent actuarial value. The law refers to 
this as “minimum value,” but we have called it 
“qualifying coverage,” to better distinguish the 
concept from “minimum essential coverage.” In 
addition, the law asks employers to ensure that 
employee-only coverage is “affordable.” The 
coverage is considered affordable if  the employee 
is not asked to pay more than 9.5 percent of  his 
or her household income for it.

If  the employer offers full-time employees 
coverage that meets the “qualifying” and 
“affordable” requirements, the employer is 
off  the “play or pay” hook. The enrollment 
rate—whether employees actually enroll in the 
coverage—is irrelevant. The employer has done 
all the law asks it to do.

If  the employer’s offer of  coverage to a full-
time employee fails to meet the qualifying and 
affordable standards, the employer opens itself  
up to a highly contingent penalty. The penalty 
is $3,000 per year for each full-time employee 
who does not receive an offer of  qualifying 
and affordable coverage, does not qualify 
for Medicaid or Medicare, chooses to buy an 
insurance policy through a health insurance 
exchange, and receives federal financial assistance 
to purchase the coverage. 

Who’s in the “Play or Pay” Boat?

The employer “play or pay” mandate does not apply to every employer. 

Rather, it applies just to those employers who, alone or in conjunction with 

other members of their “controlled group” of businesses under common 

control, employed an average of at least 50 full-time/full-time equivalent 

employees on the business days of the prior year. A full-time equivalent 

employee (FTEq) is a fictional employee composed of two or more part-time 

employees; that is, part-time employee hours are aggregated to determine 

the number of FTEqs. This is the only context, under the play or pay rules, 

where part-time employees are taken into account.

Here’s How the Counting Is Done:

For each month of the prior calendar year, determine the number of 

common-law employees working at least 30 hours per week. Exclude true 

contractors, partners, other self-employed individuals and employees 

working outside the United States. Include all such employees in the 

controlled group of corporations, trades or businesses. These are your 

full-time employees (FTEs). Add the 12 monthly totals together. 

Next, for each month of the prior year, aggregate all the hours worked by 

common law employees who were not full time (this might include a full-

time employee who began employment in the middle of a month, so that 

he or she did not average 30 hours per week for that month). Disregard 

part-time hours worked in a month by a part-time employee to the extent 

they exceeded 120. Then, for each month, divide these aggregated part-

time hours by 120 to determine the month’s FTEqs. Add the monthly FTEq 

totals together.

Finally, add the monthly totals of FTEs and FTEqs, and divide by 12. Round 

any fraction down. 

Generally, if the result is less than 50, the employers in the controlled 

group are not subject to the play or pay mandate. If the result is 50 or 

more, all employers in the controlled group are subject to the play or pay 

mandate, even the ones who employed fewer than 50 FTEs/FTEqs.

But if an employer’s workforce equals or exceeds 50 FTEs/50 FTEqs for 

120 days (or four months) or fewer during a calendar year, and the FTEs/

FTEqs in excess of that threshold who were employed during the 120-day/

four-month period were seasonal workers, the employer is permitted to 

disregard the seasonal employees and thus dodge the play or pay mandate.

See a more detailed discussion of these rules, including special rules that 

apply only for 2014, in a recent Health Reform Advisory Practice Alert.

http://www.lockton.com/Resource_/PageResource/MKT/Alerts (A).pdf
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Anchoring Within the Affordability Safe Harbor

Employers will seldom know an employee’s household income 

(basically, adjusted gross income). In some cases, household 

income might even be less than the employee’s wages, for 

example, where the employee’s gross income is reduced by 

alimony, HSA contributions, student loan interest payments, and 

so on. 

Accordingly, the IRS offers three affordability “safe harbors” to 

employers. Employers may use an employee’s W-2 wages (box 1 

wages) as a substitute for household income when determining 

the affordability of a coverage offer. But using W-2 wages is not 

entirely satisfactory, because it is done on a look-back basis. 

What if, at year end, an employer looks at an employee’s wages 

and concludes the employer’s coverage offer was unaffordable?

In proposed regulations issued in late December last year, 

the IRS offered two additional safe harbors. One is a “rate 

of pay” safe harbor, which considers the employee’s hourly 

rate of pay at the beginning of the year. The other allows the 

employer to treat the federal poverty level as the employee’s 

household income. These latter two safe harbors allow an 

employer to make affordability assessments in advance, rather 

than after the fact. See a discussion of these safe harbors in a 

recent Alert.

The penalty is assessed monthly—in other words, 
1/12th of  $3,000 for each month a full-time employee 
is drawing subsidized, health insurance exchange-based 
coverage because he or she did not receive an offer 
of  qualifying and affordable offer of  coverage from 
the employer. Read more about the employer play or 
pay mandate. 

When Is Coverage Considered “Qualifying”?

Federal authorities recently issued a calculator that 
plans may use to assess whether they meet the 
qualifying (i.e., minimum value) standard of  at least 60 
percent actuarial value. Federal authorities will permit 
an employer to take credit, in assessing the qualifying 
nature of  a coverage offer, for employer contributions 
to health savings accounts (HSAs) and recent additions 
to health reimbursement arrangements (HRAs), if  the 
HRA may be used only to reimburse the employee for 
out-of-pocket expenses incurred under the employer’s 
medical plan.

Review recent guidance related to the qualifying 
coverage requirement. 

When Is Coverage Considered “Affordable”?

The box on page 5 describes several “safe harbors” 
an employer may use to demonstrate that its offer of  
employee-only coverage is considered “affordable.” 
Federal regulators have recently addressed two other 
affordability-related issues: What impact do wellness 
program incentives have on affordability, and to what 
extent may an employer take credit—in running an 
affordability analysis—for offering an employee an 
HRA funded with employer dollars the employee may 
use to pay his or her premium?

http://www.lockton.com/Resource_/PageResource/MKT/01042013_Updated_At Last_Play or Pay_Regulations.pdf
http://www.lockton.com/Resource_/PageResource/MKT/Alerts (A).pdf
http://www.lockton.com/Resource_/PageResource/MKT/Alerts (A).pdf
http://www.lockton.com/Resource_/PageResource/MKT/IRS Proposes Rules on Effect of Wellness Incentives on.pdf
http://www.lockton.com/Resource_/PageResource/MKT/IRS Proposes Rules on Effect of Wellness Incentives on.pdf
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With regard to wellness incentives, recently proposed federal 
regulations provide that wellness incentives are disregarded 
in an affordability analysis, unless the incentives relate to 
tobacco cessation programs. In that case, all employees—
including tobacco users—are deemed to qualify for the 
incentive (making it more difficult for a tobacco user to 
claim his or her coverage offer is “unaffordable”). However, 
special transition rules apply in 2014 to some wellness 
programs. Read more about recent guidance related to 
wellness programs and “affordability” calculations.

Regarding HRAs, employers may take into account, in an 
affordability analysis, recent contributions to an “integrated” 
HRA (an HRA that is coupled with a medical plan) if  
employees may use the HRA dollars to pay premiums. 

Who Are an Employer’s “Full-Time Employees”?

An employer subject to the “play or pay” mandate owes a 
coverage offer to its employees considered full-time under 
health reform, or the employer risks penalties. These full-
time employees are those who average at least 30 hours 
per week. Where an employer hires an employee with a 
reasonable expectation that he or she will average at least 
30 hours per week on an indefinite basis, the employee is 
considered a full-time employee on his or her start date. 
To satisfy the play or pay mandate with respect to that 
employee, the employer must offer coverage to the full-
time employee by the end of  the third full calendar month 
of  employment (although health reform’s restrictions on 
waiting periods will, in many cases, cause the coverage to 
begin on the 91st day of  employment). 

Key Facts About “Play or Pay” Penalties

The $2,000 and $3,000 penalties are not deductible to the 

employer. Thus, taxable employers must pay taxes on the cash 

they use to pay the penalties.

Importantly, the $2,000 and $3,000 penalties are not cumulative. 

That is, if an employer is subject to the “$2,000 times all full-time 

employees” penalty, it is not also subject to the $3,000 penalty 

with respect to any full-time employee. And if the employer finds 

itself subject to the $3,000 penalty with respect to one or more 

full-time employees, the total penalties paid by the employer can 

never exceed the penalty the employer would have paid had it 

offered no coverage.

What about part-time employees? The employer has no obligation 

to offer coverage to part-time employees, contractors, partners 

or other non-common law employees, and risks no penalties for 

failing to offer them coverage. What happens to them? Well, if 

part-time employees don’t have an offer of coverage elsewhere, 

such as through a parent’s or spouse’s employer, they may obtain 

an individual insurance policy from an insurance company. If they 

buy the insurance policy through a health insurance exchange, 

they will likely qualify for federal financial assistance, in the form 

of advance tax credits, to purchase the coverage. Alternatively, 

they might qualify for Medicaid.

http://www.lockton.com/Resource_/PageResource/MKT/IRS Proposes Rules on Effect of Wellness Incentives on.pdf
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Where the employee is a seasonal hire, however, or where the 
employee’s hours might fluctuate so that the employer can’t 
reasonably be sure on the start date that the employee will 
average at least 30 hours per week over an extended period, 
proposed regulations issued by the IRS provide a welcome 
accommodation, but with additional complexity.

The proposed regulations allow the employer to average 
the employee’s hours over a measurement period of  up 
to 12 months, to see if  the employee qualifies as full-time. 
The designation and administration of  these measurement 
periods and their associated “administrative” and “stability” 
periods can be complicated. They are described in detail in 
a recent Health Reform Advisory Practice Alert. You might 
also find our Measurement/Administrative/Stability Period 
Grid handy. 

Counting Hours

Which hours of  service does an employer count, for 
purposes of  determining an employee’s full-time status? 
Proposed IRS regulations say an employer should count 
all hours for which the employee is paid for working, plus 
hours of  paid leave for vacation, disability or sickness, layoff  
or jury duty. For employees who are not paid hourly, the 
employer may either count actual hours worked or apply an 
“equivalency” rule that credits an employee with eight hours 
of  service for each day he or she works at least one hour of  
service, or 40 hours of  service for each week in which he or 
she works at least one hour of  service. 

For certain “hard to count” employees, such as 
commissioned salespeople, adjunct faculty and employees 
paid on the basis of  piecework, it appears the IRS might be 
willing (for now) to allow the employer to use any reasonable 

method to quantify hours of  service as long as the method 
does not understate the employees’ hours. But it’s not 
entirely clear whether doing so is allowed. The prudent 
course is to either offer coverage or count actual hours—or 
risk a penalty.

These “hours of  service” issues are discussed in greater 
detail in a recent Alert.

The Beauty—and Intrigue—of “Minimum 
Essential Coverage”

Recall that the employer’s obligation, under Tier 1 of  the 
“play or pay” mandate, is to offer “minimum essential 
coverage” (MEC). As noted on page 16, MEC—as defined 
in terms of  the mandate—appears to mean any group health 
plan, no matter how skimpy, as long as it’s more robust than 
an “excepted benefit,” such as most dental and vision plans, 
and most health flexible spending accounts. Thus, health 
reimbursement accounts, and even “preventive care only” 
plans, appear to qualify as MEC.

This is an important point because MEC is all an individual 
needs to satisfy the individual mandate. This opens the 
door to some interesting planning opportunities, at least for 
some employers.

For example, assume an employer has many full-time 
employees who today do not receive an offer of  coverage, 
or receive an offer that will not satisfy the Tier 2 obligation 
of  qualifying (60 percent actuarial value) and affordable 
coverage. But offering robust insurance to these employees 
might break the employer’s budget. What to do?

One possibility is to offer these full-time employees a 
minimally qualifying 60 percent actuarial value plan (it might 

http://www.lockton.com/Resource_/PageResource/MKT/01212013_IRS_ Proposed Regulations_Play or Pay_Part II.pdf
http://www.lockton.com/Resource_/PageResource/MKT/MPs APs SPs Grid_6.17.13.pdf
http://www.lockton.com/Resource_/PageResource/MKT/MPs APs SPs Grid_6.17.13.pdf
http://www.lockton.com/Resource_/PageResource/MKT/01212013_IRS_ Proposed Regulations_Play or Pay_Part II.pdf
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have a $4,000-$6,000 deductible) at the maximum affordable cost. Thus, the employee-only coverage could cost the employee 
a full 9.5 percent of  his or her household income (or W-2 pay, rate of  pay or the poverty level; see the “Anchoring Within the 
Affordability Safe Harbor” discussion in the sidebar on page 5).

Doing this has at least three consequences. First, the mere offer of  this coverage insulates the employer from potential 
penalties. Second, the plan design is not likely to attract many full-time employees, thus minimizing the enrollment rate and the 
employer’s cost. 

Third, the mere offer of  such coverage, which would be 
deemed qualifying and affordable under the law, prevents 
the employee from obtaining more robust, heavily subsidized coverage 
in a public health insurance exchange. That’s because the 
health reform law does not supply subsidized, exchange-
based coverage to an employee who has an offer of  
employer-based coverage that satisfies the qualifying and 
affordable standards. 

Thus, from the employee’s perspective, enrolling in the 
employer’s coverage offer is the only way to satisfy the 
individual mandate, unless the employee has coverage 
available elsewhere, such as through a spouse’s employer or 
a program like Medicaid.

This can put the employee between a rock and a hard 
place. He or she may feel inclined to honor the individual 
mandate, but hesitant to spend almost 10 percent of  
household income for employee-only health insurance 
with a huge deductible, and then spend additional amounts 
to pay for family coverage under the employer’s plan. 

This is where the MEC concept might be handy. The 
employer may supplement its qualifying and affordable 
coverage option with a skimpier, far less expensive MEC 
option. Designed and priced appropriately, the MEC 
option can create a win-win. 

When Does the “Play or Pay” Mandate Apply?

Under the health reform law, employers subject to the play 

or pay mandate must offer health insurance to their full-time 

employees by January 1, 2014, or risk penalties. But some 

employers operate plans on a non-calendar fiscal year, and 

would rather not onboard a bunch of newly eligible full-time 

employees in the middle of the plan’s fiscal year. 

The IRS’s proposed regulations on the mandate include a pair 

of welcome transition rules under which an employer won’t 

be penalized for at least part of 2014 on behalf of full-time 

employees who don’t receive an offer of coverage from the 

employer prior to the first day of the plan’s 2014-15 fiscal 

year. The relief is available with respect to employers who:

 � Offered coverage to at least one-third of their employees 

under a non-calendar year plan, or had at least one-fourth 

of their employees covered under the plan, as of the close 

of the plan’s open enrollment period preceding December 

27, 2012, and who offer qualifying and affordable 

coverage to the employees by the first day of the plan’s 

2014-15 fiscal year

OR

 � Maintain a non-calendar year plan under whose eligibility 
rules, in effect on December 27, 2012, the employees 

would be eligible for qualifying and affordable coverage by 

the first day of the 2014-15 fiscal year.

See our recent Health Reform Advisory Practice Alert 

addressing this transition relief in greater detail.

http://www.lockton.com/Resource_/PageResource/MKT/01042013_Updated_At Last_Play or Pay_Regulations.pdf
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The employees win by having a much less expensive option 
by which to satisfy the individual mandate, and the employer 
wins by minimizing its cost. The MEC option, for example, 
could even be designed to be employee-pay-all. But we 
must remember that such a MEC option would not be 
particularly robust, and won’t protect the employee from 
large medical expenses.

The Public Health Insurance Exchanges: 
The Third Piece of the Puzzle

The health reform law requires every state to establish 
a public “health insurance exchange,” also known as a 
“health insurance marketplace.” The exchanges are online 
purchasing portals through which, beginning in 2014, 
insurance companies may sell individual and small group 
insurance under heavy regulation from the state and federal 
governments, and are a central tenet of  the law’s goals to 
expand coverage and lower costs for health insurance. 

Beginning in 2014, individuals who want insurance and don’t 
have an offer of  qualifying and affordable coverage from 
an employer may purchase coverage through the public 
health insurance exchange serving the state where they live. 
However, if  an individual who is Medicaid- or Medicare- 
eligible seeks coverage through an exchange, he or she will 
be defaulted into Medicaid or Medicare.

The exchanges are supposed to be ready to accept 
enrollments for January 1, 2014, beginning in October of  
this year. There is growing doubt about whether they will be 
ready in time. Only about 16 states have agreed to establish 
a public health insurance exchange. The federal government 
hopes to operate an exchange for most others.

How Does a State Establish and Operate 
an Exchange?

Under the law, each state can choose to 1) operate its own 
exchange, 2) partner with the federal government to operate 
its state exchange, or 3) allow the federal government to 
operate its state exchange. About half  the states have chosen 
to use a “federally facilitated” exchange (option 3).

Exchanges must determine if  the individual seeking coverage 
through the exchange is eligible for Medicaid or Medicare 
(and therefore ineligible for subsidies in the exchange) or 
has an offer of  qualifying and affordable coverage from an 
employer (which similarly makes the individual ineligible 
for subsidies). The exchanges must also determine the 
individual’s household income, because that dictates the 
amount of  subsidies for which he or she is eligible.

It’s important to note that the public health insurance 

exchanges will not themselves underwrite coverage or act 

as the insurer (i.e., the exchanges are not government-run 

insurance programs). Rather, they are merely the “retail store” 

in which insurance products offered by commercial insurers will 

be offered for sale. However, exchanges might enroll certain 

shoppers in government-administered programs like Medicaid 

or Medicare, if the shoppers are eligible for that coverage. And 

they will qualify certain individuals for federal subsidies.
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Coverage Available Through a Public Health 
Insurance Exchange

Exchanges will offer insurance contracts categorized by 
their actuarial value (the percentage of  medical expenses 
the contracts are designed to pay). Public health insurance 
exchanges will offer the following “metal” levels of  coverage:

 � Bronze level—60% 

 � Silver level—70%

 � Gold level—80%

 � Platinum level—90%

Generally, exchange-based insurance contracts must 
provide coverage for “essential health benefits” as defined 
in the health reform law (see the discussion of  essential 
health benefits on page 16). In addition, federal regulations 
require the states to determine what additional benefits are 
considered “essential.” 

Any additional benefit considered “essential” by the state 
must be included in insurance contracts sold through the 

state’s exchange. States are required to select any one of  
four benchmark plans described by federal regulators, and 
treat as “essential” any benefit contained in the selected 
benchmark plan.

In many cases, individuals who purchase coverage through 
an exchange will receive federal subsidies that make the 
insurance more affordable. The federal subsidies include 
advance payments of  tax credits to defray the cost of  
insurance, and reductions in cost-sharing requirements (such 
as deductibles) to reduce out-of-pocket expenses. 

Generally, subsidies are available if  the enrollee’s household 
income is less than four times the federal poverty level 
(generally, $94,200 for a family of  four in 2013 dollars), and 
the individual is not otherwise disqualified for subsidies. 
For example, undocumented immigrants are not eligible for 
subsidies, nor are individuals enrolled in an employer-based 
health plan, even if  that plan is relatively skimpy. Individuals 
who have an offer of  qualifying and affordable coverage 
from an employer are also disqualified from obtaining 
subsidies, as are individuals eligible for or enrolled in 
Medicaid or Medicare.

If  an individual is eligible for subsidies, the subsidy dollars 
(in the form of  advance tax credits) to which he or she 
is entitled depend on household income. The larger the 
household income, the smaller the subsidy. 

Subsidies are based on the cost of  the second least expensive 
“silver” plan in the exchange serving the individual. The 
individual may purchase pricier coverage, but will have to 
pay all of  the additional cost. Interestingly, to receive cost-
sharing reductions (deductible discounts, etc.), the individual 
must actually be enrolled in a silver plan. Thus, the individual 
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may not enroll in a “gold” plan and expect cost-sharing 
reductions equal to what the individual would have received 
had he or she purchased a silver plan.

Who Can Purchase Coverage Through an Exchange?

Individuals and small employers can apply to purchase health 
coverage through a public health insurance exchange. In 
the case of  individuals shopping for individual insurance 
policies for themselves or their families, they will browse the 
various product offerings within the exchange, considering 
the “metal level,” the cost of  the coverage and the federal 
subsidies for which they might be eligible.

The portion of  a public health insurance exchange offering 
individual coverage within a state will operate separately 
from the “small employer health options” (SHOP) exchange, 
unless a state merges its individual and small group markets. 
Insurers may offer stand-alone, limited-scope dental plans 
through the exchanges, as well.

“Small employer” means an employer that has at least one 
employee on the first day of  the plan year but no more than 
100 employees during the preceding calendar year, taking 
into account all companies within the employer’s controlled 
group (generally, companies related by at least 80 percent 
common stock ownership). However, prior to 2016, the 
states can choose to define a small employer as an employer 
who employs no more than 50 employees during the 
preceding calendar year.

How Will Individuals Enroll in Coverage Through the 
Exchange?

Many of  the enrollment rules that will apply to exchange-
based coverage are similar to rules used by Medicare. For 
example, the exchanges must provide individuals with an 
initial open enrollment period, an annual open enrollment 
period and special enrollment periods when a person gains a 
dependent or loses other coverage.

The initial open enrollment period begins October 1, 2013, 
and extends through March 31, 2014. Coverage will be 
effective on January 1, 2014, for people who elect coverage 
on or before December 15, 2013. Otherwise, coverage is 
generally effective the first day of  the month following the 
individual’s election.

The exchanges must offer an annual open enrollment that 
allows individuals to add or change coverage. The annual 
open enrollment period will run from October 15 through 
December 7 of  each year, with coverage effective on the 
following January 1. For example, the open enrollment 
period for 2015 will be from October 15, 2014, through 
December 7, 2014, with coverage effective on January 1, 
2015.
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Special enrollment periods allow an individual 60 days to enroll or change plans due to certain life events and coverage 
changes. Coverage is effective on the first day of  the following month if  the individual elects coverage by the 15th day of  the 
previous month, subject to a special rule that applies retroactive coverage for birth, adoption or placement for adoption of  a 
child. The events that trigger a special enrollment period are:

 � The individual (or dependent) loses other coverage, including coverage under an employer plan, for reasons other than 
failure to pay premiums or situations that allow a retroactive rescission of  coverage (e.g., fraud).

 � The person gains a dependent or becomes a dependent through marriage, birth, adoption or placement for adoption.

 � An individual who was not previously a citizen, national, or lawfully present in this country gains this status.

 � The individual’s enrollment or non-enrollment in a health plan is unintentional, inadvertent, or erroneous and is the result 
of  the error, misrepresentation, or inaction of  an officer, employee, or agent of  the exchange or the Department of  
Health and Human Services (HHS).

 � An enrollee adequately demonstrates to the exchange that the health plan in which he or she is enrolled substantially 
violated a material provision of  its contract in relation to the individual.

 � An individual is determined newly eligible or newly ineligible for federal subsidies for insurance, regardless of  whether 
such individual is already enrolled in a health plan. 

 � The individual or enrollee gains access to new health plans as a result of  a permanent move.

 � The individual or enrollee meets other “exceptional circumstances” as the exchange or HHS may provide.

 � A Native American covered by the Indian Health Care Improvement Act may enroll or change plans one time per month.

How Does a Small Business SHOP Exchange Work?

Generally speaking, a SHOP exchange works like this: A small employer decides to offer coverage through the exchange, and 
settles upon a level of  employer contribution. Its employees then 
browse for coverage in the exchange, choosing from among any 
coverage offering available. 

Employee A might choose a “bronze” option that costs her $100 
per month, while Employee B might choose a lower deductible 
“gold” option that costs him $250 per month. The employer payroll 
deducts the employees’ contributions (typically on a pretax basis) and 
forwards the employer and employee contributions to the exchange, 
which then passes them on to the relevant insurance companies. 
Individuals are not eligible for federal subsidies when their employer 
offers coverage through a SHOP exchange.



Compliance News • Health Reform Edition

13

Contrast that process with how small group insurance 
works today. Today, the employer chooses a policy and 
offers it to its employees, but the plan design chosen by 
the employer is the only option available to the employee 
(at least through that employer).

Status of the Individual and SHOP Exchanges

It remains to be seen how many states will have a public 
insurance exchange operational by 2014, or how many 
insurers will offer coverage through the exchanges. One 
national insurance company recently announced, for 
example, that it intended to participate in only a handful 
of  insurance exchanges.

The Department of  Health and Human Services has 
announced that it will be unable for 2014 to have the 
SHOP exchanges in position to operate as intended 
in the approximately 26 states with federally facilitated 
exchanges. HHS expects to have those SHOP exchanges 
fully operational by 2015. 

By 2015, each state’s public health insurance exchange is 
supposed to be self-sustaining and will not receive any 
additional federal money to defray administrative expenses 
(subsidies supplied through the exchanges will continue 
to come from federal coffers). Thus, the exchanges will 
likely apply assessments or user fees on the insurers 
participating in the exchange, who will pass the fee on 
in the price of  their policies. Beginning in 2017, each 
state has the option of  opening its SHOP exchange to all 
employers, regardless of  size.

See our Alerts addressing the health insurance exchanges.

Actions for Employers

Employers may find it helpful to have a working 
knowledge of  how public health insurance exchanges 
operate so they can be prepared to handle the 
administrative issues when employees move from 
exchange coverage to employer coverage and vice versa. 
The public exchanges give employees another option 
(aside from COBRA coverage) to procure insurance—
often with a subsidy—when they lose employer coverage. 
Hopefully, this will result in a more favorable claims 
experience for employers under COBRA, as that coverage 
may be less appealing to many employees due to the cost 
when compared to exchange-subsidized coverage.

However, in most instances, the cost of  exchange 
coverage will hardly be a bargain compared to the 
coverage under an employer plan. Because of  the 
community rating rules that will apply—guaranteed issue, 
with adjustments only on account of  age, geographic 
location and tobacco use—exchange-based coverage is 
expected to be relatively expensive. See the discussion 
on the following pages regarding the cost pressures the 
reform law puts on insurers.

http://www.lockton.com/Resource_/PageResource/MKT/Alerts (O).pdf
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To Market, to Market: Reform’s Good Intentions Stress the Insurance Marketplace

The reform law imposes a great many obligations and costs 
on the insurance industry. The early years under reform have 
been more costly to insurers and employers than anticipated 
by the law’s architects, and the cost pressures are set to 
increase significantly. That has translated, and will continue 
to translate, into higher premium costs at least over the short 
and medium terms. The law’s architects hope that over the 
long term, however, the law will begin to corral the spiraling 
cost of  healthcare, and prevent it from gobbling up an ever 
larger share of  the nation’s gross domestic product.

Several requirements enhance the risks facing health insurers 
in the post-reform world. They must account and price for 
this enhanced risk. For example:

 � Guarantee Issue, and Prohibitions on Preexisting 
Condition Exclusion and Minimum Participation 
Requirements. Insurers must issue policies to 
all applicants, regardless of  risk, not only in the 
individual market but in the group market as well. 
Insurers may no longer condition group coverage 
on minimum participation levels by employees. Also, 
insurers must pay for the treatment of  a new enrollee’s 
preexisting conditions.

All that might work all right if  the law’s “individual 
mandate” pushes enough young, healthy people into 
the premium payment boat to offset the enhanced 
risk. But the relatively modest nature of  the individual 
mandate penalty, and its effective uncollectibility from 
many individuals who do not have federal income taxes 
overwithheld and are not entitled to other tax credits, 
lead some to worry that it won’t happen.

 � Community Rating. The law substantially limits the 
extent to which an insurer may charge its worst risks 
more for coverage than it charges its best. Effectively, 
the ratio cannot exceed 3:1. This “community rating” is 
a boon for the older, sicker members of  the population, 
who will now pay less for their insurance. 

But insurance is a zero-sum game. Shifting the burden 
away from one group means another group must 
shoulder it. In this case, that burden falls on the younger, 
healthier members of  the uninsured population, whose 
insurance will now cost more because they will subsidize 
the coverage for older and sicker enrollees.

As a public policy matter this might be a fine idea. As 
an economic matter, it is challenging. The law imposes 
a significant additional cost burden on the youngest, 
healthiest members of  the pool. It leaves these 
individuals—precisely the individuals the law’s architects 
need in the pool—with too easy a choice: pay a lot more 
for health insurance this year than last, or risk a modest 
and often uncollectible penalty, with a promise that if  
the individual becomes sick down the road, the insurer 
must issue him or her a policy and pay for treatment 
of  the illness with which the individual arrived on 
its doorstep.

It’s true that, to the extent these younger, healthier 
individuals are eligible for federal subsidies to buy 
insurance, the amount they pay is fixed as a percentage of  
household income. Thus, they won’t shoulder the entire 
burden of  rising insurance prices (they will to some 
extent, if  they purchase gold or platinum coverage). The 
American taxpayer will foot the bill for the portion of  
the premium not paid by the individual insured.
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 � Medical Loss Ratio. New “medical loss 
ratio” rules require insurers to spend a 
large portion of  every premium dollar on 
medical care. If  the insurer has a better-than-
expected year in a given state and doesn’t 
achieve the mandated loss ratio, it must 
give premium dollars back to the insureds. 
But the opposite is not also true: If  the 
insurer has an unexpectedly bad year in a 
given market, it cannot demand additional 
premiums from the insureds. Insurers must 
account and price for this risk.

The Tax Man Cometh

The reform law supplies hundreds of  billions of  dollars 
in grants and other entitlements. It must therefore raise 
revenue somewhere. It attempts to do some of  that by 
taxing insurers, employers, and drug and medical device 
manufacturers more than $100 billion over the next 
several years. Of  course, insurers and the drug and device 
manufacturers simply pass the taxes through to consumers, 
in the price of  their goods. Employers pass on at least 
some of  the costs to their employees. 

Here’s the tax lineup (see our grid that shows the various 
taxes and fees):

 � Patient-centered outcomes research fee: A modest $1 
per covered life in 2012, $2 in 2013, and on from there.

 � $14 billion in transitional reinsurance program taxes on 
insurers and health plans in 2014—translating to $63 
per covered life for the year, or $5.25 per month—and 
ramping down from there over the ensuing two years.

 � $8 billion in excise taxes on insurers in 2014, translating 
to about a 2.2 percent rate hike, then almost doubling 
to $14.3 billion by 2018, and trending north from there.

 � Taxes on drug manufacturers and importers 
of  $25.2 billion through 2018, then $2.8 billion 
annually thereafter.

 � 2.3 percent sales tax on many medical devices.

To put these taxes and fees into perspective, the more than 
$20 billion in taxes and fees imposed on insurers and plans 
in 2014 is almost double the aggregate profits of  the 10 
largest insurers in America for 2011.

By 2018, employers become directly or indirectly subject to 
a 40 percent excise tax on the portion of  health insurance 
premiums that exceed certain thresholds. This “Cadillac 
tax” is actually calculated on an employee-by-employee 
basis. The gross premium costs (or premium equivalencies, 
for self-insured plans) of  the various health coverages 
under which the employee is enrolled are tallied together, 
and the tax is levied on the portion of  such costs exceeding 
the relevant thresholds. There is yet little guidance on the 
Cadillac tax. To learn more, review a chart that shows the 
coverages taken into account in the calculation.

http://www.lockton.com/Resource_/PageResource/MKT/HCR-Related Taxes and Fees_061013.pdf
http://www.lockton.com/Resource_/PageResource/MKT/W2 REPORTING v EXCISE TAX_v8.pdf
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The “Essential” Health Reform Glossary

“You like tomayto and I like tomahto, so let’s call the whole 
thing off,” sang Louis Armstrong. Well, the health reform 
law isn’t going anywhere, but it does use substantially 
similar terms to describe sometimes similar, sometimes very 
different concepts. For example:

 � Essential Health Benefits. These are the discrete 
benefit categories a fully-insured policy in the individual 
or small group market must include. These categories 
include inpatient and outpatient care, emergency 
services, maternity and newborn care, mental health 
and substance use disorder services, prescription drugs, 
rehabilitative and habilitative services and devices, 
laboratory services, preventive and wellness services, 
chronic disease management, and pediatric services, 
including dental and vision care.

Self-insured health plans, and fully-insured plans in 
the large group market, are not required to offer the 
essential health benefits.  
 

But to the extent a plan or policy includes an essential 
health benefit—either because it must, or because it 
chooses to—the plan cannot impose annual or lifetime 
dollar limits on that benefit (some plans received a 
short-term waiver of  the prohibition on annual dollar 
limits; the waivers expire in 2014). 

 � Minimum Essential Coverage. “Minimum essential 
coverage” is the level of  coverage an individual needs 
to satisfy the individual mandate. It is also the level 
of  coverage a large employer must offer to at least 95 
percent of  its full-time employees (and their children) or 
pay a $2,000 annual, nondeductible penalty on nearly all 
its full-timers. 

If  offered by an employer, “minimum essential 
coverage” means any health coverage more robust than 
most flexible spending accounts, or dental or vision 
plans. Thus, minimum essential coverage may be far less 
robust than the “minimum value” (i.e., “qualifying”) 
coverage necessary to allow the employer to dodge the 
potential for a $3,000 annual nondeductible penalty 
on behalf  of  one or more full-time employees. See 
the discussion of  the two-tiered employer mandate on 
pages 3 through 9. 

Here’s where it gets sticky. When a public health 
insurance exchange is deciding whether an individual 
qualifies for federal subsidies, the individual is 
considered ineligible if  offered “minimum essential 
coverage” somewhere. But if  the offer came from 
an employer, then solely for purposes of  determining the 
individual’s subsidy eligibility, the employer’s coverage 
is considered “minimum essential coverage” only if  
it is both “minimum value” (i.e., “qualifying”) and 
affordable. Got it? We, too, struggled to follow that.

 � Minimum Value. This is the level of  coverage—its 
robustness, if  you will—that a large employer’s health 
plan must offer to full-time employees in order to 
insulate the employer from a potential $3,000 annual, 
nondeductible penalty on behalf  of  one or more full-
time employees. “Minimum value” means the coverage 
must have at least a 60-percent actuarial value (the 
coverage must be designed to pay at least 60 percent 
of  expected medical expenses, taking into account 
deductibles, coinsurance and co-payment requirements, 
etc.). We have called this “qualifying” coverage, 
to better differentiate the term from “minimum 
essential coverage.”
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Health Reform’s Benefit and Coverage 
Mandates

The health reform law is a lot more than the individual and 
employer mandates and health insurance exchanges. First 
out of  the health reform gate, in late 2010, were a variety 
of  benefit and coverage mandates imposed upon health 
plans. Other mandates take effect in 2014 or later. Here’s a 
quick rundown of  the more significant mandates:

 � Coverage of  adult children to age 26. To the 
extent a plan offers coverage to dependents, it is 
required to offer coverage to an employee’s biological, 
step, adopted, or foster children to age 26, without 
additional conditions (such as being unmarried, a 
tax dependent of  the employee, a full-time student, 
etc.). Where the plan supplies coverage under this 
mandate to a child who is no longer the employee’s tax 
dependent, the coverage remains nontaxable for federal 
tax purposes through the end of  the calendar year in 
which the child turns 26. The mandate applies to plan 
years beginning on or after September 23, 2010. Learn 
more about this mandate. Learn also about associated 
state tax implications.

 � Elimination of  lifetime and annual dollar 
maximums on “essential health benefits.” The 
health reform law doesn’t require self-insured plans, 
or insured plans offered in the large group market, to 
provide coverage for “essential health benefits.” But to 
the extent a plan offers an essential health benefit (see 
the discussion of  these benefits on page 16), it may not 
impose lifetime or annual dollar limits upon them. 

Treatment limits are still permissible, apparently, as 
long as they don’t violate other federal laws, such as the 
Mental Health Parity Act, Americans with Disabilities 

Act, HIPAA, etc. This prohibition applies to plan years 
beginning on or after September 23, 2010, although 
some plans received a temporary waiver of  the annual 
limit prohibition. Learn more about the waiver process.

http://www.lockton.com/Resource_/InsightPublication/1529/Guidance on Adult Child and Clarification on Affordability.pdf
http://www.lockton.com/Resource_/InsightPublication/1529/Guidance on Adult Child and Clarification on Affordability.pdf
http://www.lockton.com/Resource_/PageResource/MKT/State_Taxes_11082011.pdf
http://www.lockton.com/Resource_/InsightPublication/1601/Feds Issue Guidance on Patient Protection Requirements in Health Reform Law.pdf
http://www.lockton.com/Resource_/PageResource/MKT/Alerts (E).pdf
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 � Restriction on retroactive coverage rescissions. The health reform law bars plans from cancelling coverage 
retroactively, except in cases of  fraud. This prohibition applies to plan years beginning on or after September 23, 2010. 
Learn more about the restriction on retroactive coverage cancellations.

 � Ninety-day maximum waiting periods. Effective for plan years beginning after 2013, health plans may not impose 
waiting periods of  more than 90 days after an individual becomes eligible for coverage. Plans may not condition eligibility 
upon the mere passage of  time, and then impose a 90-day waiting period; any eligibility condition that is the mere passage 
of  time is considered part of  the waiting period. However, plans may impose reasonable substantive conditions on 
eligibility, such as an hours-of-service condition, a requirement that the employee have certain certifications, etc. See a 
recent Alert on proposed regulations related to this mandate. 

 � Elimination of  preexisting condition restrictions. Plans were required to eliminate preexisting condition restrictions 
on individuals under age 19 for plan years beginning on or after September 23, 2010. For plan years beginning after 2013, 
a plan is not permitted to have any preexisting condition restrictions. 

 � Automatic enrollment of  eligible employees. Most likely for plan years beginning in 2015, employers with at least 200 
full-time employees (apparently, as defined by the employer) must automatically enroll newly eligible employees in a health 
plan, assuming the employer maintains a plan. The automatically enrolled employees will have an opt-out opportunity. The 
precise applicability of  this rule (i.e., does it apply to dependents?) and its administration remains unclear as this edition of  
Compliance News was published.

http://www.lockton.com/Resource_/InsightPublication/1751/October 13.pdf
http://www.lockton.com/Resource_/PageResource/MKT/03282013_%20Federal_Agencies_%20Propose_Rule_90_Day.pdf
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Losing Grandfathered Status

It’s actually rather easy to lose grandfathered protection. 

About 75 percent of Lockton’s clients have lost grandfathered 

status. Modest changes in plan design, minor shifting of plan 

costs to employees, or other rather innocuous plan changes 

can trigger a loss of grandfathered protection. Learn more 

about losing grandfathered status. Note that, contrary to 

popular belief, grandfathered status is not lost automatically 

in 2014 for those plans that still have the status.

Other important benefit mandates apply only to plans that 
lose “grandfathered” status under the health reform law. 
A plan in existence on March 23, 2010, was automatically 
grandfathered and not subject to the mandates described 
below. However, plans established after that date, and 
grandfathered plans that lose or lost their grandfathered 
protection due to certain changes in plan design or 
contribution strategy, are subject to the requirements 
described below. 

 � Preventive care with no out-of-pocket cost. Non-
grandfathered plans must cover an exhaustive and ever-
expanding list of  preventive care services, at no out-of-
pocket cost to the enrollee who receives the services. 
The “no out-of-pocket cost” requirement applies only to 
preventive care received in network. 

Learn more about the preventive care mandate, including 
a list of  mandated preventive care benefits; the list is 
current as of  the date of  this newsletter’s publication. 
The obligation to provide to a female enrollee any 
FDA-approved contraceptive device has spawned 
considerable controversy, and many lawsuits that are as 
yet unresolved.

 � New claim appeal requirements, including external 
review. Non-grandfathered plans are subject to new 
rules regarding the processing of  medical claims, and 
the information the plan must supply to the enrollee 
when a claim is denied in whole or in part. In addition, 
some denied claims are subject to a final review by an 
independent third party. Read more about the new 
claims and appeals rules.

 � New nondiscrimination rule. One of  the most 
provocative new rules applicable to non-grandfathered 
plans is a non-discrimination rule patterned after an 
existing rule in the Tax Code that applies to self-insured 
medical coverage. However, applying such a rule to fully 
insured coverage has proven problematic, because each 
state imposes different coverage mandates on policies 
issued or delivered in the state. The IRS has announced 
it is unsure how it will enforce this rule. To date there 
has been no further guidance on this requirement. 

Health Reform’s Administrative Hassles 

The health reform law imposes a variety of  reporting and 
disclosure obligations on insurers and health plan sponsors. 
Several notices to participants, such as notices regarding the 
elimination of  lifetime and annual dollar limits on essential 
health benefits, and the availability of  coverage to children 
to age 26, were required prior to 2012. Grandfathered plans 
had (and continue to have) an obligation to disclose their 
grandfathered status.

Some plans asked for and received a temporary waiver from 
the annual dollar limit prohibition. These plans were required 
to notify plan participants of  the waiver, and to annually 
submit a report to federal authorities. The waivers expire by 
the first day of  the plan year beginning in 2014. Learn more 
about the annual limit waivers.

http://www.lockton.com/Resource_/PageResource/MKT/Alerts (H).pdf
http://www.lockton.com/Resource_/PageResource/MKT/Alerts (I).pdf
http://www.lockton.com/Resource_/PageResource/MKT/Alerts (S).pdf
http://www.lockton.com/Resource_/PageResource/MKT/Alerts (S).pdf
http://www.lockton.com/Resource_/PageResource/MKT/Alerts (E).pdf
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Speaking of Wellness 
Programs . . .

The health reform law turbocharges 

wellness programs that provide 

incentives or impose surcharges on 

health plan enrollees, based on health 

status. Health reform increases the 

maximum amount of the incentive or 

surcharge by 50 percent, and by a 

whopping 150 percent if the program 

targets tobacco cessation. Learn more 

about health reform’s rules related to 

wellness programs.

As early as September 2012, plans were required to provide (or make 
available, in some cases) to participants a new “summary of  benefits 
and coverage,” or SBC. The SBC is an eight-page summary of  key 
plan benefits and exclusions, in a strict, federally imposed format. 
Review Lockton’s Guide to the Summary of  Benefits and Coverage, and other 
information related to SBCs.

Employers who filed at least 250 W-2s for 2011 were required to reflect 
health insurance premium values in Box 12 of  the Forms W-2 issued 
for 2012. This reporting obligation continues, as does (apparently) the 
exemption for employers filing fewer than 250 W-2s for the prior year. 
Learn more about the W-2 reporting obligation.

Employers sponsoring wellness programs will be required, at some 
point, to report information about the program to the government.

Sections 6055 and 6056 of  the health reform law require employers 
to report a significant volume of  information to participants and the 
government, likely beginning in early 2015. This “6055/6056 reporting” 
will include:

 � Information related to the individual mandate, such as reports to the 
government and to health plan participants reflecting the number of  
months during the preceding calendar year for which the individual 
had minimum essential coverage.

 � Information related to the employer mandate, and information that 
will assist the health insurance exchanges in determining whether an 
individual is eligible for subsidies in the exchange. This information 
includes data regarding whether the employer sponsored a health 
plan, its actuarial value, its cost to participants, the employees eligible 
for the coverage and the employees enrolled in the coverage. 

Indexing of Costs, Coverages 
and Taxes Under Health 
Reform

The health reform law contains a great 

many dollar thresholds related to a 

variety of topics, such as individual 

mandate penalties, employer mandate 

penalties, and taxes and other fees. 

Most of these dollar thresholds are 

indexed for inflation. See a chart 

reflecting the indexing of various 

penalties, taxes and fees.

http://www.lockton.com/Resource_/PageResource/MKT/Feds Finalize Wellness Program Rules.pdf
http://www.lockton.com/Resource_/InsightPublication/2951/SBC Guide_10092012.pdf
http://www.lockton.com/Resource_/PageResource/MKT/Alerts (J) (2).pdf
http://www.lockton.com/Resource_/PageResource/MKT/Alerts (J) (2).pdf
http://www.lockton.com/Resource_/PageResource/MKT/Alerts (K).pdf
http://www.lockton.com/Resource_/PageResource/MKT/Indexing of HCR Taxes Fees and Penalties_v2.pdf
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This is just a general overview of a very 

complicated topic that changes rapidly. 

Some of the information contained in this 

newsletter might not be current on the day 

you receive it. If it is current that day, it 

might not be current the next day. Watch 

for our Health Reform Advisory Practice 

Alerts, blog postings, webcasts and other 

communications for updates on these health 

reform-related topics.

Over There: Health Reform and Expatriates

Health reform has dealt with expatriates in a variety of  ways. For example, there are special rules for expatriates 
with respect to the individual mandate, the hours of  service an employer must count for purposes of  the employer 
mandate, the obligation to receive a summary of  benefits and coverage for “expat coverage” supplied to the 
individual, and for other topics. 

Learn more about special accommodations extended to expatriates and expatriate plans under the health reform law.

http://www.lockton.com/Resource_/PageResource/MKT/Alerts (M).pdf
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