
1 2015 Transition Relief

Copyright 2014, Health Partners America. All Rights Reserved. No duplication, in whole or in part, permitted without expressed written consent. 
Learn more at www.healthpartnersamerica.com



2 2015 Transition Relief

Copyright 2014, Health Partners America. All Rights Reserved. No duplication, in whole or in part, permitted without expressed written consent. 
Learn more at www.healthpartnersamerica.com

Copyright

No part of this consumer report may be reproduced or transmitted in any form 

without the written permission of the author. This electronic book is optimized for 

viewing on a personal computer screen, but is optimally organized so that it can be 

printed out and assembled in a traditional book form. Since this electronic book is 

optimized for viewing on a personal computer screen, the type used is larger than 

that of which is traditionally utilized in printed books.

Disclaimer

This report was diligently researched and compiled with the intent to 

provide information for persons wishing to learn about the landscape of health 

insurance reform and the opportunities they present. Throughout the making of this 

consumer report, every effort has been made to ensure the highest amount of ac-

curacy and effectiveness for the techniques suggested by the author. The report may 

contain contextual as well as typographical mistakes.

No information provided in this report constitutes a warranty of any kind; nor shall 

readers of this report rely solely on any such information or advice. All content, 

products, and services are not to be considered as legal, medical, or professional ad-

vice and are to be used for personal use and information purposes only. This report 

makes no warranties or guarantees express or implied, as to the results provided by 

the strategies, techniques, and advice presented in this report. The publishers of this 

report expressly disclaim any liability arising from any strategies, techniques, and 

advice presented in this report. 

The purpose of this consumer report is to educate and guide. Neither the 

publisher nor the author warrant that the information contained within this 

consumer report is free of omissions or errors and is fully complete. Furthermore, 

neither the publisher nor the author shall have responsibility or liability to any entity 

or person as a result of any damage or loss alleged to be caused or caused indirectly 

or directly by this report.

Safe Harbor Notice

Certain statements in this presentation relate to future results that are forward-look-

ing statements as defined in the Private Securities Litigation Reform Act of 1995. This 

presentation contains statements involving risks and uncertainties, including state-

ments relating market opportunity and future business prospects. Actual results may 

differ materially and reported results should not be considered as an indication of 

future performance. Factors that could cause actual results to differ are not included.



3 2015 Transition Relief

Copyright 2014, Health Partners America. All Rights Reserved. No duplication, in whole or in part, permitted without expressed written consent. 
Learn more at www.healthpartnersamerica.com

Contents

Transitional Plans ............................................................................   4

Employer Mandate Transition Relief ..............................................   6

 Non-Calendar Year Plans ......................................................   7

 Shorter Period for Determining Applicable Large Employer
 Status .....................................................................................   8

 Relief for Employers with 50-99 Employees ........................   9

 Relief from the Across-the-Board Penalty ...........................   10

What Should Employer Do? ...........................................................   13

Additional Guidance .......................................................................   15

About Health Partners America .....................................................    16



4 2015 Transition Relief

Copyright 2014, Health Partners America. All Rights Reserved. No duplication, in whole or in part, permitted without expressed written consent. 
Learn more at www.healthpartnersamerica.com

When the health reform law was signed nearly four years ago, it seemed 
like most of the major changes were a long way off, originally sched-
uled to go into effect in 2014. The most important provisions included 
the new rating rules and the employer mandate, but even with four 
years to prepare for the changes, it seems that 2014 has snuck up on 
most employers and caught them by surprise.

Over the past four years, a number of modifications have been made 
to the original law – none bigger, though, than the one-year delay in 
the employer mandate. In July of 2013, the administration announced 
that the employer mandate was being pushed back to 2015. While this 
did give employers some additional time to prepare, the announce-
ment, unfortunately, was not accompanied by any additional answers 
to the questions brokers and employers had been asking and asking. 
Those answers didn’t come until the employer mandate final rule was 
finally released in February of 2014. 

Those final rules included a section about “transition relief” available 
to employers of different sizes, allowing some to delay the impact of 
the law even longer. An additional transition option was announced 
last fall, when President Obama said that insurance companies would 
be able to renew their old, non-compliant plans in both the individual 
and small group markets.

With all of the delays and the transitional relief, employers are, to say 
the least, confused. The purpose of this paper is to explain – in simple 
terms – the most important types of transitional relief available to in-
dividuals, small employers, and large employers and concludes with 
links to additional guidance for those who would like to investigate 
these options further.

TRANSITIONAL PLANS

When people started receiving cancellation notices from their insur-
ance companies toward the end of 2013 because their plans weren’t 
compliant with the new market reforms, many felt they had been 
misled by President Obama’s promise that, “if you like your health 
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plan, you can keep it.” After initially claiming that these individuals 
and small employers will like the new plans too, the administration 
finally threw in the towel and offered a “fix” – if the states and the in-
surance companies agreed, individual and small group policyholders 
would be able to renew their old plans between January and October, 
2014. In March, the White House extended this transition plan option 
to plan years beginning on or before October 1, 2016 (and renewing 
October 1, 2017).

There have been two primary pieces of guidance about the transition-
al policies. The first was issued by CMS, the Center for Medicare and 
Medicaid Services, on March 5, 2014, and the second, an FAQ docu-
ment, was issued May 11th. Here are the highlights:

 » For plan years beginning on or before October 1, 2016, if per-
mitted by the states, insurance companies can continue to offer 
coverage that is not compliant with all of the ACA requirements, 
and individuals and small employers can renew their old plans. 

 » Some of the plan changes that these policies are not required to 
implement include the guaranteed issue and guaranteed renew-
ability rules, essential benefits requirements, and, most impor-
tantly, the modified adjusted community rating rules. Carriers 
can choose, however, to adopt one or more of these provisions 
in their renewed policies.

 » The transitional plans are only available in the individual 
and small group markets – large group policyholders are not 
eligible. However, companies with 51-100 employees, who will 
be redefined as small employers starting in 2016, can take ad-
vantage of the transitional plan option then. This means they 
can renew their non-compliant large group plan in 2016 and 
delay the impact of the small group market reforms, includ-
ing the essential benefits requirements and modified adjusted 
community rating, for one additional year. Until then, though, 
these groups must be compliant with the other rules applicable 
to large employers, including the out-of-pocket limitation and 
actuarial value requirements.

 » Large employers with 51-100 employees who were not offer-
ing group coverage on March 5, 2014, when the CMS bulletin 
about transitional plans was released, can take advantage of the 
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option between January and October, 2016 as long as they pur-
chase coverage before January 1, 2016.

 » Transitional plans are considered minimum essential coverage, 
so any individual or employee who is enrolled in one satisfies 
his or her requirement under the individual mandate.

 » Individuals whose policies are canceled and who are not given 
the option to renew their non-compliant plan may qualify for 
a hardship exemption that will allow them to purchase cata-
strophic coverage if it is available in their area.  

EMPLOYER MANDATE TRANSITION RELIEF

When the employer shared responsibility final rule was issued in 
February, many were surprised that a number of options were includ-
ed that allowed employers to delay or reduce the potential penalties, at 
least for a little while.

Seven or eight different types of relief were included in the final 
regulations – too many to mention here, so we’ll focus on the most 
important ones.

As a reminder, an “applicable large employer” is generally defined in 
the law as an employer with 50 or more full-time employees, including 
full-time equivalents (FTEs), on average working days in the preceding 
calendar year. Each full-time worker (30+ hrs/wk) counts as one and 
each part-time employee counts as a fraction of a full-time employee. 

The definition doesn’t change for 2015, even for groups that qualify 
for transition relief. This is important because all applicable large em-
ployers, whether or not they qualify for transition relief and whether 
or not they offer coverage, are still subject to the employer reporting 
requirements under section 6056 of the tax code. The first report 
(Form 1094-C) must be filed with the IRS in February, 2016 with an 
accompanying form (Form 1095-C) provided to employees by the end of 
January and is based on the 2015 calendar year, regardless of the group’s 
renewal date.
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Below are a few of the transition relief options under the employer 
mandate.

Non-Calendar Year Plans
For applicable large employers whose plan renewal is sometime other 
than January 1st, whether they will face potential penalties on Janu-
ary 1, 2015 or at their 2015 renewal date has been a big concern. The 
answer depends on how many employees have either been offered or 
enrolled in coverage in the past.

There are actually a couple different ways an employer could qualify 
for the transition relief available to non-calendar year plans. Those 
that qualify will not pay affordability penalties until their renewal date 
in 2015, even if an employee receives a premium tax credit in the indi-
vidual market. The qualification criteria are shown below. Meeting any 
of these criteria will qualify the employer for transition relief.

Again, meeting any of these criteria will qualify the employer for the 
non-calendar year transition relief, but there is an additional require-
ment: the employer must not have modified its plan renewal after 
December 27, 2012 to begin later in the year. For example, an employ-
er that, on or after December 27, 2012, changed its plan renewal date 
from July 1 to December 1 would not qualify.

An Example

 » ABC Company has 2,000 employees, 500 full-time and 1,500 
part-time. Only the full-time employees are offered group 
health coverage.

 » The company’s renewal date, which has not changed since 
December 27, 2012, is July 1.

 » On December 1, 2013 (which, of course, was a date in the 12 
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months ended February 9, 2014), 20% of ABC Company’s full-
time workers were covered on the plan (100 out of 500).

 » During the June, 2013 open enrollment period (the most recent 
enrollment period before February 9, 2014), ABC Company of-
fered coverage to 60% of its full-time workers (300 out of 500).

 » As of the first day of the 2015 plan year, July 1, 2015, ABC Com-
pany offers affordable coverage that provides minimum value 
to all full-time employees but not to the part-timers.

 » Looking at the 4 ways to qualify, ABC Company was not cov-
ering at least one-fourth of all employees (full and part-time 
combined) or one-third of its full-time employees, so we must 
look at who was offered coverage. During the most recent en-
rollment period before February 9, 2014, ABC Company was 
not offering coverage to at least one-third of all employees (full 
and part-time combined) but was offering coverage to at least 
one-half of all full-time employees. 

 » No employer mandate penalty will be due with respect to ABC 
Company’s full-time employees for the period before July 1, 
2015 because the company offered coverage to at least half of 
its full-time employees during the open enrollment period that 
ended most recently before February 9, 2014, and the full-time 
employees of ABC Company are offered affordable coverage 
that provides minimum value no later than the first day of the 
2015 plan year (July 1, 2015).

 » No relief is provided for the part-time employees, but there 
is no penalty under the employer mandate since there is no 
requirement to offer coverage to part-timers.

Shorter Period for Determining Applicable Large 
Employer Status
As already explained, an applicable large employer is one that aver-
aged 50 or more full-time employees, including full-time equivalents, 
on business days during the preceding calendar year. But for 2015, an 
employer may determine its status as an applicable large employer 
by selecting a period of six consecutive calendar months during 2014 
rather than the entire 2014 calendar year. 
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So, if a growing employer averages 45 employees during the first half 
of 2014 and 55 employees during the last half of 2014, the company 
would want to select January–June, 2014 as its reference period to 
determine applicable large employer status. If a company instead is 
reducing its workforce, it would want to select the last half of the year 
as its reference period if that might help the employer avoid applicable 
large employer status or qualify for the transition relief described in 
the next section.

Note that the reference period must be at least six consecutive months 
in 2014 but is not limited to six months. 

Relief for Employers with 50-99 Employees
Several months ago, media outlets nationwide reported that the em-
ployer mandate had been delayed for another year for groups with less 
than 100 employees. That’s not actually true, but many of these groups 
might qualify for transition relief that will help them avoid either the 
across-the-board penalty for companies that don’t offer coverage or 
the affordability penalty for those that do. Here’s how it works:

1. First, the group must have between 50 and 99 FTEs. Groups 
with 100 or more full-time equivalents do not qualify for this 
transition relief. So a group with 99 full-timers and no part-tim-
ers would qualify; a group with 99 full-timers and 3 part-timers 
who each work 10 hours per week would not.

2. Second, the group cannot reduce the size of its workforce or 
the overall hours of service of its employees in order to meet 
the qualification requirements. In other words, a company with 
102 employees can’t fire three of them to get below the hundred 
mark. However, changes in workforce size and hours of service 
for bona fide business reasons are permissible and will not af-
fect eligibility for the transition relief.

3. Third, the company must keep doing what it’s doing. This is 
the big one. If a company is not currently offering benefits 
and has not at any point since February 9, 2014, the com-
pany does not have to offer coverage in 2015 – there will be 
no across-the-board penalty for failure to offer coverage. 
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If a company does currently offer health insurance, it can’t 
drop its group coverage or it won’t qualify for the transi-
tion relief and will be subject to the 4980H(a) across-the-
board penalty of $2,000 per-employee on all but its first 30 
full-timers. However, the transition relief will allow groups 
that are currently offering coverage to avoid the afford-
ability penalties under 4980H(b) of $3000 for each em- 
ployee who receives a premium tax credit if the group qualifies. 
 
Additionally, the company must continue doing what it’s doing. 
This means:

 » It continues to contribute at least 95% of the dollar 
amount or the same or higher percentage of the premi-
um for employee-only coverage that it offered on 
February 9, 2014.

 » If it changes the benefits offered to employees, the new 
plan provides minimum value.

 » The employer does not reduce the classes of employees 
or dependents to whom coverage was offered on 
February 9, 2014.

4. The company must certify that it is eligible for the 2015 tran-
sition relief when it files its Form 1094-C with the IRS in 
February, 2016.

5. The employer cannot, after February 9, 2014, change its plan 
year to begin later in the year.

Employers currently offering coverage who qualify for the relief will 
not pay the affordability penalties under 4980H(b) during 2015 or 
during the portion of the 2015 plan year that carries over to 2016. 
So a group with a July 1 renewal date, for example, will not pay the 
$3,000 affordability penalty on employees, who receive a premium 
tax credit between January and June, 2015 or between July, 2015 and 
June, 2016. Employers not currently offering coverage who qualify 
for the relief will not pay the across-the-board $2,000 per-full-time- 
employee penalty in 2015.

Relief from the Across-the-Board Penalty
There are actually two types of relief that can help applicable large 
employers to avoid the across-the-board penalty. 
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1. In general, the penalty applies to applicable large employers 
who don’t offer health insurance to at least 95% of their full-
time employees, but for each calendar month during 2015 and 
any calendar months during the 2015 plan year that fall in 2016, 
employers will be treated as offering coverage (and therefore 
will avoid the across-the-board penalty) as long as they offer 
coverage to at least 70% of their full-timers.

In other words, a company with 200 full-time employees would 
normally be required to offer coverage to at least 190 of them 
to avoid the 4980H(a) penalty, but until its first renewal date 
on or after January 1, 2016, this company will avoid the across-
the-board penalty if it offers coverage to at least 140 of its full-
timers. It is worth noting, though, that the employer will still 
pay a $3,000 affordability penalty under 4980H(b) if any of 
the full-time employees who are not offered coverage receive a 
premium tax credit.

2. Applicable large employers with 100 or more full-time employ-
ees (including full-time equivalents) who choose not to offer 
group health coverage in 2015, or those who do offer coverage 
but offer it to less than 70% of their full-time workers, will be 
able to subtract the first 80 rather than the first 30 full-time em-
ployees when calculating their penalty under 4980H(a). This 
relief is available for 2015 or, if offering coverage to less than 
70% of full-timers, for 2015 and any months in 2016 that fall 
within the 2015 plan year.

Example: No coverage offered
An employer has 150 full-time employees and chooses not to 
offer coverage in 2015. For 2015, the penalty will be: (150 – 80) 
x $2,000 = $140,000. In 2016, the penalty will increase to (150 
– 30) x $2,000 = $240,000. So this relief saves employers who 
do not offer coverage $100,000 in 2015.

Example: Coverage offered to less than 70% of full-
time employees, non-calendar year plan
An employer has 150 full-time employees has a July 1 renewal 
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date and offers coverage to only 100 of the full-timers. Because 
the company is offering coverage to less than 70% of its full-
time workers, it is subject to the across-the-board penalty un-
der 4980H(a). This penalty is (150-80) x $2,000 = $140,000. 
So, between January 1 and June 30, 2015 and between July 
1, 2015 and June 30, 2016, the employer will pay a penalty of 
$140,000 per year, calculated monthly (for a total of $210,000 
during that 18-month period). Starting July 1, 2016, the penalty 
will increase to $240,000 per year if the employer does not ex-
pand its coverage to at least 95% of its full-time employees.

Example: Company with fewer than 100 FTEs
Interestingly, if a company with fewer than 100 full-time em-
ployees (including full-time equivalents) drops its coverage in 
2015 and is therefore ineligible for the transition relief for com-
panies with 50-99 FTEs, it will pay an across-the-board penalty 
on all but 30 of its full-timers. Companies with fewer than 100 
FTEs do not get to exclude the first 80.

So, looking at two groups, one with 100 full-timers and no part-
timers and another with 99 full-timers and no part-timers, these 
companies will have very different experiences if they were pre-
viously offering coverage but drop it January 1, 2015.
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WHAT SHOULD EMPLOYERS DO?

The big question, after learning about all of the transition relief 
options, is what should an employer do? Here’s a quick summary of 
the options with a few pointers that should help:

First, the transition relief falls into two categories: the option for a 
group to renew its existing plan and avoid the new rating rules and 
other market reforms that could cause premiums to go up significantly 
and options that allow employers to postpone or reduce the potential 
penalties under the employer mandate.

The option to renew the existing plan through October 1, 2016 is only 
available to individual and small group policyholders right now (but 
will be available to those redefined as small employers in 2016). This 
option allows groups to play by the old rules, which means that rating 
based on gender and medical conditions is still permitted. Companies 
that, because of their demographics and risk characteristics, have his-
torically paid below-average rates will probably want to take a look 
at the transitional plan option. Groups that have paid above-average 
rates will likely do better on an ACA-compliant plan.

Companies that are subject to the employer mandate can delay the 
impact by a year if they have fewer than 100 FTEs and keep doing 
what they’re doing. This means that groups that haven’t been offering 
coverage don’t have to start until 2016, but those that currently have 
coverage must keep offering coverage if they want to avoid potential 
affordability penalties.

Companies with 100 or more FTEs will be required to offer coverage, 
but they can avoid an across-the-board penalty by offering coverage 
to just 70% of their full-timers in 2015. If they decide not to offer cov-
erage, they will save up to $100k in penalties in 2015 because of the 
transition relief.

The biggest impact of all of this relief is that it changes the math for 
employers who were doing a “play or pay” analysis for their compa-
nies. In many but not all cases, dropping coverage and paying the 
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resulting penalty may be less expensive than offering group health 
coverage, and that’s especially true with the transition relief options. 
What most play or pay calculators don’t take into account, though, is 
the possible adverse effect on employees and their family members 
if the company offers a group health plan since most families will be 
blocked from receiving a premium tax credit in the individual market. 
This is an important consideration since the main reason most em-
ployers offer health insurance in the first place is to attract and retain 
quality workers, so determining whether it’s still beneficial to employ-
ees is critical.

Employers should talk with their insurance advisor to discuss their 
options. Smart employers should work with brokers who have part-
nered with Health Partners America (HPA) to proactively discuss and 
understand their situation and options. 

HPA Partners have access to a powerful benefits assessment tool called 
the Insight Catalyst Report, which they are able to run for an employer 
(and ultimately provide the information to employees) to help con-
sult employers and their employees on the option to transition to the 
individual marketplace and determine what the best solution will be 
for them. When an HPA Partner runs the Insight Catalyst Report they 
have the ability to distribute customized quotes to each employee. Em-
ployees can then access a private exchange site where they, employees 
who are actually better off in the individual insurance market or whose 
employer doesn’t or no longer offers group insurance, can shop for and 
purchase coverage. HPA Partners work with employers to ensure they 
and their employees are getting the most from the new health insur-
ance environment. 

Brokers that see the opportunities available to help employers of all 
sizes transition to the individual marketplace or provide access to cov-
erage for their ineligible employees and would like more information 
about HPA should visit www.privateexchangebrokerblueprint.com.  
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ADDITIONAL GUIDANCE

CMS Guidance about Transition Plans: 
http://www.cms.gov/CCIIO/Resources/Regulations-and-Guidance/
Downloads/transition-to-compliant-policies-03-06-2015.pdf

CMS FAQs about Transition Plans (beginning with question 7): 
http://www.cms.gov/CCIIO/Resources/Fact-Sheets-and-FAQs/
Downloads/Final-Master-FAQs-5-16-14.pdf

Information on the hardship exemption permitting the purchase 
of catastrophic coverage: http://www.cms.gov/CCIIO/Resources/
Regulations-and-Guidance/Downloads/cancellation-consumer- 
options-12-19-2013.pdf

http://www.cms.gov/CCIIO/Resources/Regulations-and-Guidance/Downloads/transition-to-compliant-policies-03-06-2015.pdf
http://www.cms.gov/CCIIO/Resources/Fact-Sheets-and-FAQs/Downloads/Final-Master-FAQs-5-16-14.pdf
http://www.cms.gov/CCIIO/Resources/Regulations-and-Guidance/Downloads/cancellation-consumeroptions-12-19-2013.pdf
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About Health Partners America

Since 2007, Health Partners America has been providing game-chang-
ing training and solutions to agents and brokers nationwide. HPA is a 
technology and consulting company that works with and through bro-
kers in order to engage with the marketplace through healthcare re-
form.  HPA Partners with agents and brokers nationally to bring them 
technology solutions, private exchange sites, marketing tools, training 
and leverage to help them be more successful.

HPA believes in championing, protecting and nurturing the rela-
tionships that exist between brokers, employers, and employees. 
Using white-labeled technology that extends from us to the broker 
partnering with us, then to the employer and the end-user employee, 
Health Partners America’s private exchanges facilitate the vast array 
of options available to employees in a safe, user-friendly environment.

HPA’s technology connects the broker to their respective clients 
(employers), and connects their clients (employers) to their employ-
ees as the “employer of choice.” In addition to facilitating government 
subsidies for health insurance, the Health Partners America market-
place technology goes far beyond just health insurance, deliver-
ing the complete universe of insurance needs. The recent changes in 
health insurance law present a huge opportunity for those who are 
prepared, and HPA has a plan. Team up with Health Partners America 
and get started right away.

Learn more at http://www.healthpartnersamerica.com 

Keep up to date by visiting our resources section:

http://healthpartnersamerica.com/resources/ 


