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Q. 1 What is the overall approach of the Affordable Care Act (ACA) legislation to 

expanding health insurance? 

 Require most U.S. citizens and legal residents to have health insurance or pay a penalty for 
failure to do so. 

 Expand eligibility for Medicaid to 133% of the Federal Poverty Level (FPL) uniformly across the 
country. 

 Provide premium subsidies to individuals/families with incomes of 133% to 400% of FPL to 
purchase insurance. 

 Create state-based American Health Benefit Exchanges through which individuals and small 
businesses can purchase coverage and to facilitate the expansion of Medicaid and the 
provision of premium subsidies. 

 Require some employers to provide insurance coverage to employees or alternatively to pay 
penalties to fund premium subsidies provided to their employees in the Exchange. 

 Require insurers to offer coverage to all individuals without imposition of a pre-existing 
condition exclusion. 

 
Q. 2 What did the Supreme Court decide in June 2012? 

 Many states collectively filed a lawsuit challenging the constitutionality of the portion of the law 
that requires people to purchase health insurance - known as the individual mandate. 

 The suit also challenged the requirement that states expand Medicaid eligibility to 133% of 
FPL. 

 The court decided that the individual mandate is constitutional if considered as a tax on those 
who fail to obtain coverage. 

 The court also ruled that the federal government may not withhold the currently provided 
Medicaid funding if a state chooses not to expand coverage to 133% of FPL.  

 
Q. 3 What is the individual mandate? 

 Requires U.S. citizens and legal residents to have qualifying health coverage. 

 Those without coverage are obligated to pay a penalty. For many individuals the penalty in 
2014 will equate to 1.0% of their income which is considerably less than the cost of health 
insurance. 

 The penalty increases in subsequent years to 2.5% of income in 2016 – still well below the 
cost of insurance. 

 The penalty, if owed, will be collected as part of the annual income tax filing requirement.  
 
Q. 4 What is a Health Insurance Exchange? 

 The Exchange is intended to be an online insurance marketplace. Databases will be accessed 
to determine the individual’s eligibility for Medicaid or premium subsidies. 

 Individuals will be unable to access premium subsidies other than through the Exchange. 

 Exchanges will be created in each state. If a state fails to create their own a Federally 
Facilitated Exchange (FFE) will be created for them. 

 Exchanges are to create access to insurance for individuals purchasing their own insurance 
and to small employers (initially defined as under 50 employees). 

 Federal funds are available to states to design and build their respective Exchange, however 
by 2016 Exchanges must be self-supporting.
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Q. 5 What penalty or tax must an individual who is uninsured in 2014 pay? 

 For most people the penalty/tax will equal 1.0% of their income in 2014. 

 The cost of individual health insurance coverage for a 40 year old policyholder is often $4,000 
to $5,000 per year. 

 A contrast of this premium expense with the $500 penalty an individual or household with 
income of $50,000 would pay for failure to purchase insurance is instructive. Many question 
whether the penalty/tax will be sufficient to motivate people to buy insurance. 

 
Q. 6 What subsidies will be provided by the federal government to help people pay for 

insurance? 

 The Federal government intends that all states expand eligibility to Medicaid to individuals 
below 133% FPL. States may or may not choose to comply. Medicaid is free to recipients. 

 Premium subsidies will be provided to households with income between 133% and 400% of 
FPL. 

 400% of FPL is approximately $45,000 for single individuals and $92,000 for a family of four. 

 Individuals eligible to participate in a plan provided by their employer that 1) Costs the 
individual less than 9.5% of their income and 2) meets minimum coverage requirements are 
not eligible to obtain a premium subsidy through the Exchange. 

 
Q. 7 Why wouldn’t an employer simply eliminate the health plan they have provided to 

their employees? 

 Employers provide health insurance to their employees because it helps them attract and 
retain the workforce they need to make their business successful. This objective will not 
change or be satisfied by this law. 

 There are significant tax advantages to both the employer and the employee associated with 
employer based health insurance. Premium contributions are not taxable for Social Security, 
Medicare, Federal Income Tax, or State Income Tax. 

 If an employer instead gave additional wages to an employee to help them pay for coverage 
on their own the wages would 1) incur Social Security and Medicare Tax for both the employer 
and employee, 2) incur Federal and State Income Tax for the employee, 3) increase workers 
compensation insurance costs, 4) reduce the premium subsidy the employee would otherwise 
be eligible for in the Exchange. 

 Premium payments individuals must pay to purchase coverage through the Exchange must be 
paid with after-tax dollars. 

 An employer with over 50 employees may have to pay a penalty if they do not provide 
coverage to their employees.  
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Q. 8 Will an employer have to pay a penalty if they don’t provide any health insurance for 

their employees or do not provide affordable coverage for their employees? 

 Employers with 50 or more full-time employees plus full-time equivalent employees are 
potentially subject to penalties if they do not provide coverage to employees. Those with less 
than 50 employees are not subject to penalties either for not offering coverage or not offering 
affordable coverage.  

 If an employer fails to offer any insurance coverage to employees and one or more of their 
employees obtains coverage through the Exchange and receives a premium subsidy, that 
employer will be penalized $2,000 per year ($166.67 per month) per employee based on the 
total number of full-time employees.  

 In assessing the penalty for not providing any coverage, full-time equivalent employees are not 
counted for calculating the penalty and the first 30 full-time employees are not subject to the 
penalty. For example, an employer with 40 full-time employees and 15 full-time equivalent 
employees that fails to offer any coverage will pay a penalty on 10 employees. 

 Employers that do offer coverage but that coverage is deemed to be either not “valuable” 
(below minimum benefit levels) or not “affordable” (costs the employee more than 9.5% of their 
income for individual coverage) will be penalized $3,000 per year ($250 per month) for every 
employee that obtains coverage through the Exchange with premium subsidy assistance. 

 
Q. 9 What is the definition of a full-time employee? What is the definition of an 

equivalent full-time employee? 

 Full-time employees are defined as those that work 30 or more hours per week (120 hours per 
month). 

 Full-time equivalent employees are determined by adding up all the hours worked by 
employees who worked less than 120 hours in the month and dividing by 120. This number is 
the number of full-time equivalents. e.g., if cumulatively the part-time employees worked 7,440 
hours last month an employer had 62 equivalent full-time employees. (7,440 ÷ 120 = 62). 

 The number of part time employees does not impact the calculation of equivalent full-time 
employees – what matters is the number of hours they cumulatively worked.  

 
Q.10 What is a Bronze, Silver, Gold, or Platinum plan? 

 ACA requires that insurance plans offered in the individual and small employer health 
insurance market fall under one of these four categories. 

 Each metal tier is matched to the actuarial value of plan provisions. 

 The portion of the eligible benefit costs that is expected to be reimbursed by the insurer is 
known as the actuarial value of the plan. 

 Bronze plans must have a 60% actuarial value, Silver 70%, Gold 80% and Platinum 90%. 

 It will not be permissible to offer coverage that does not meet the requirements of one of these 
metal tiers in an exchange. 
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Q. 11 Will taxes go up to fund the expansion of Medicaid and premium subsidies? 

Numerous tax changes will occur. Following are some of the changes. 

 Annual fees will be imposed on health insurers; $8 billion in 2014 rising to $14.3 billion in 2018. 
Estimates are this will add 2% to 3% to the cost of insurance. 

 Annual fees of $2.8 to $4.0 billion will be assessed on the pharmaceutical sector which is 
expected to increase the price of prescription drugs. 

 An excise tax of 2.3% on medical devices will begin in 2013 which is expected to increase the 
price of medical devices. 

 Payroll taxes for Medicare will increase by 0.9% (from 1.45% to 2.35%) for individuals earning 
over $200,000 and married couples earning over $250,000. In addition, a 3.8% tax on 
unearned income will be imposed on these higher income taxpayers. 

 Limit the pre-tax contributions to Flexible Spending Accounts to $2,500.  
 
Q. 12 Will ACA cause the price I pay for health insurance to go up or down? 

 The price may decrease for some employers but it will increase as a result of ACA for the 
majority of employers. 

 Employers with healthier and younger employees will likely pay more so that employers with 
less healthy and older employees may pay less. 

 The elimination of pre-existing condition exclusions will permit individuals to wait until they 
need insurance to obtain it. This will cause the price paid by all who maintain insurance to go 
up. 

 The increase in taxes and fees on insurers, pharmaceuticals, and medical device 
manufacturers will put upward pressure on insurance premiums. 
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