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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.
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Even though the Affordable Care Act was signed into law nearly four 
years ago, the majority of Americans, including many small business 
owners, are still confused about the health reform legislation. To help 
clear up the confusion, here are ten Frequently Asked Questions about 
how the ACA applies to small employers.

 

How does the health reform law define 
“small employer”?

The Affordable Care Act is nearly 2,500 pages long, and three ma-
jor government agencies – the Department of Health and Human 
Services, the Department of Labor, and the Treasury Department – are 
charged with writing the rules and regulations to implement the law.

Unfortunately, these agencies don’t always sync up their definitions 
when developing the rules, so there are a number of different defini-
tions of “small employer” and “large employer” in the law.

When determining the rules the insurance companies must follow 
in designing and pricing their health plans, they generally count all 
employees (full- and part-time) and companies with 50 or fewer total 
employees as small groups in most states (although in some states the 
cut-off is 100 employees). In 2016, companies with 100 or fewer total 
employees will be classified as a small employer in every state.

When determining if a company is subject to the employer shared 
responsibility requirement, the employer must count all full-time 
employees who work 30 hours per week as one employee and count 
part-time employees as a percentage of a full-time employee depend-
ing on how many hours they work. Companies with 50 or more “full-
time equivalent” employees (FTEs) are considered applicable large 
employers; those with fewer than 50 FTEs are considered small and 
are not subject to the mandate.
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How does the health reform law change 
the health plans small employers offer to 
their employees?

There are three major changes being made to non-grandfathered 
health plans in the small group market:

 » Essential Benefits – All small group health plans must cover 
all essential benefits with no annual or lifetime dollar limits. 
The Affordable Care Act lists 10 essential benefits, and each 
state selected a benchmark plan that was used to determine the 
additional essential benefits that must be covered in the state.  
 
The three essential benefits that may have been missing from 
these benchmark plans in the past and that will therefore be 
added to the new policies when the group renews in 2014 are pe-
diatric dental and vision coverage, mental health and substance 
abuse coverage, and coverage for habilitative services. This will, 
of course, have an impact on the premiums for small group plans. 

 » Cost Sharing Limitations – There are two cost-sharing rules 
that will determine how much the insurance company will pay 
and how much the member will pay for all non-grandfathered 
small group plans starting with their first renewal in 2014.  
 
• Actuarial Values: All small group health plans will be 
categorized as bronze, silver, gold, or platinum based on the 
percentage of total claims the plan pays on average for a large 
population. The actuarial values are 60% for bronze plans, 70% 
for silver plans, 80% for gold plans, and 90% for platinum plans. 
 
• Out of Pocket Limits: All plans will abide by the same 
out-of-pocket limits that apply to HSA-compatible high de-
ductible health plans: $6,350 for single coverage and $12,700 
for family coverage. All in-network services apply to this 
limitation, including doctor and prescription copayments. 
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• Deductible Limits: Additionally, small employer plans 
were scheduled to have a $2,000 limit on the calen-
dar-year deductible members are required to pay for 
services not covered by a copayment. However, this 
deductible limit was recently eliminated, so the maximum 
deductible is now the same as the maximum out-of-pocket: 
$6,350 for single coverage and twice that amount for families.  

 » Modified Adjusted Community Rating Rules – The big-
gest change for small employers is that their premiums will be  de-
termined by the new modified adjusted community rating rules,  
which severely limit an insurance company’s ability to use a num-
ber of rating factors when pricing their small group health plans.  
 
In the past, insurance companies have considered the 
size of the group, the company’s industry code, the 
gender mix, the age mix, and any known medical conditions 
when determining a small group’s premiums.
 
Going forward, insurance companies in the small group 
market can no longer rate based on group size, industry, gender, 
or health status. Age rating is still permitted, but only on a 3 to 1 
basis, and insurance companies can charge up to 50% more for 
tobacco use and offer up to a 50% discount for participation in 
a wellness program with a tobacco cessation component. 

Are small employer health plans more or 
less expensive in 2014?

Some small employers – those that have paid above-average rates 
in the past based on their group’s characteristics – are actually en-
joying a premium decrease this year. Others – those with younger, 
healthier employees that paid below-average premiums in the past – 
could end up paying significantly more starting with their 2014 plan 
renewal date.

Another challenge for small employers is that some insurance 
companies are applying a member-level rating methodology, where a 
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different premium is charged for each employee based on his or her 
age and family status. The effect of this will be that some younger em-
ployees will pay less than they have in the past for their share of the 
premiums and some older employees will pay quite a bit more.

Are small employers required to offer 
health insurance to their employees?

No! Small employers with fewer than 50 full-time equivalent employ-
ees (FTEs) are not required to offer group health insurance, and there 
is no penalty if they choose not to. Again, the number of FTEs is de-
termined by counting each employee who works 30 hours per week 
or more as one employee and each employee who works less than 30 
hours per week as a fraction of an employee based on how many hours 
they work.

If a small employer does offer health 
insurance, is there any financial 
assistance available?

While there is no penalty for small employers who choose not to offer 
health insurance coverage, those that do may be eligible for a small 
group tax credit depending on the number of employees they have and 
the average wages of those employees.

The credit has been available since 2010 and is available to small em-
ployers with 25 or fewer full-time equivalent employees and $50,000 
or less in average wages, though the available credit begins to decline 
on a sliding scale for companies with more than 10 employees or more 
than $25,000 in average wages.

When determining the number of FTEs and average wages, a 40 hour 
work-week standard is used, and the business owner, the business 
owner’s family members who work for the company, and seasonal 
employees are not counted. 
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Starting in 2014, the maximum credit available to small employers is 
50% of what the employer is paying for for-profit companies and 35% 
for non-profits. Any additional amount the employer pays above the 
credit amount is still deductible as a business expense. The credit will 
be available for up to two years.

Employers who think they may qualify for the small group tax credit 
should talk with their CPA. Most insurance professionals are not quali-
fied or permitted to provide tax advice of this nature.

Are small employers required to purchase 
health insurance through the SHOP 
Exchange?

The Small Employer Health Options Program, or SHOP Exchange, is a 
new online marketplace being developed to help small employers pur-
chase health insurance coverage. The SHOP was scheduled to go live 
on October 1, 2013, but the online component was pushed back until 
November 2014. 

When the SHOP Exchange is fully functional, small employers claim-
ing the tax credit will be required to purchase coverage through the 
SHOP. Small employers not claiming the tax credit are not required 
to use the SHOP, and it is unlikely that many will.  They will more 
than likely do what more and more employers are doing, and that is 
to use a private exchange site (like those provided by Health Partners 
America). 

There is still a vibrant small group market outside the SHOP Exchange 
which offers many more plan options to small employers. In many 
states, some of the small group health insurance companies will choose 
not to participate in the SHOP, so this online marketplace could actu-
ally limit, not expand, the options available.

To determine whether they would benefit from applying for coverage 
through the SHOP Exchange, small employers should talk with their 
insurance advisor.  Brokers who partner with Health Partners America 
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utilize a powerful benefits assessment tool called the Insight Catalyst 
Report to help employers determine what the best solution would be 
for them.

Do employees benefit when a small 
employer offers health insurance?

Employers offer health insurance to attract and retain quality em-
ployees, so it is fair to ask why group health coverage is a benefit to a 
company’s workers. 

For one, workers can benefit from the employer’s contribution, usually 
between 50% and 100% of the single (employee-only) premium, which 
is received tax-free by the employees.

Also, employees have the option of paying for their share of the 
employee and dependent premiums with pre-tax dollars if the em-
ployer has an IRS Section 125 plan in place. This can save employees 
hundreds of dollars per year and reduce the employer’s payroll tax 
liability.

In some situations, another advantage is that the price of small group 
health insurance, in some locations, might be lower than the plans 
available in the individual (non-employer) market.  However, this 
should never be assumed by an employer and, employers need to know 
that, as long as they offer a group plan to their employees, their em-
ployees will not qualify for government subsidies.  In many cases, the 
employees would be better off with having more choices in the indi-
vidual market along with government assistance and would pay less 
out of pocket for more benefits than they would if they stayed on the 
company group plan. HPA’s Insight Catalyst Report, as mentioned 
earlier, can assess the pros & cons for an employer so they can see, in 
black & white, whether it would cost them and their employees more 
or less to stay on or to drop the group plan. 

The benefits of a group health plan are somewhat diminished since 
plans in the individual market are now guaranteed-issue, meaning that 
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anyone can qualify for coverage without being charged more for pre-
existing medical conditions, and individual plans now cover the same 
benefits as group health plans, including maternity coverage. In the 
past, employees with chronic medical conditions and employees who 
needed maternity coverage often relied on their employer-sponsored 
health plans since they were ineligible for coverage in the individual 
market.

Due to the recent legislation, employees can opt out of the employ-
er sponsored group health insurance plan during the plan’s annual 
enrollment period if they feel that they can find more value in the 
individual marketplace. We now live in a post ACA world where the 
individual health insurance marketplace is robust, level and com-
petitive with the employer sponsored group market place. Smart 
employers should consult with HPA Partner brokers to proactively 
understand this, and if they do decide to renew their group plan, they 
should provide employees a defined post-tax contribution and a pri-
vate exchange site where they can shop for and purchase coverage to 
assist employees who are actually better off in the individual  insurance 
market. This way, the employee has a choice. So does the employer to 
be smart, helpful, caring and wise.

Is there any reason a small employer 
should not offer health insurance?

Unfortunately, as mentioned above, when an employer offers health 
insurance, most employees and family members who are eligible to 
enroll in the employer’s plan are blocked from getting a premium tax 
credit or a cost-sharing subsidy in the individual market. 

These premium tax credits and cost-sharing subsidies are 
available to individuals and families who earn up to 400% 
of the Federal Poverty Level (FPL), and nearly two-thirds 
of U.S households may qualify from an income standpoint. 
The chart on the following page shows the Federal Poverty 
Levels for the 48 contiguous states and the District of Columbia.
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When a small employer offers group health coverage, though, most 
employees and their family members who are eligible to enroll in the 
group plan are ineligible for this government assistance. The only ex-
ception is if the group plan is unaffordable for the employee, meaning 
that the employee would pay more than 9.5% of his entire household 
income for his share of the single (employee-only) premium.

For this reason, the employer-sponsored plan will be considered 
affordable for most employees and will have the effect of blocking the 
employee and the employee’s family from getting a subsidy, causing 
many employers to re-think their group health plan, especially if they 
have a number of lower-paid workers who would otherwise qualify for 
a subsidy.

There is not a one size fits all strategy, but there is also no reason 
whatsoever to stick with an old model in this post ACA world. Cer-
tain things need to be considered. In the ideal solution, it is win-win 
for the employee and employer. Brokers should make sure they are 
not putting employers in a holding pattern that actually hurts the em-
ployees, which will also hurt the employer, just to potentially help the 
broker hold onto an increasingly irrelevant paradigm. In other words, 
group agents should be especially careful about talking their clients 
into staying on a group plan without assessing the true impact to their 
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client and their employees just to hold on to renewal commissions for 
another year.  Brokers who practice this behavior will quickly fall out 
of favor with employers when they figure out the broker did not have 
their best interest in mind during renewal time. 

Depending upon the state in which an employee lives, the individual 
marketplaces may be robust, offering competitive and sometimes su-
perior coverage and rates. Other states may be the opposite. Employ-
ers need to be consulted with properly to understand that their em-
ployees now have a new choice, and employers and benefits brokers 
need to also understand those choices.  Brokers who work with HPA 
ensure this happens.

Can a small employer drop its group 
health coverage and reimburse 
employees for the cost of individual 
health insurance policies?

Some small employers, in an effort to help their higher-paid employ-
ees pay for health insurance while allowing their lower-paid work-
ers to access a government subsidy, have considered dropping their 
group health coverage and simply reimbursing employees for the cost 
of an individual plan. Unfortunately, the federal government issued 
guidance in September of 2013 indicating that most reimbursement 
arrangements would not only disqualify individuals from receiving a 
premium tax credit but would be out of compliance with the law’s re-
quirement to offer up-front preventive care and to cover essential ben-
efits with no annual dollar limit. 

Though employers aren’t allowed to reimburse employees for the cost 
of individual policies, the employer can maintain satisfied employ-
ees in many ways. One option is for employers to give all employees a 
small salary increase with the money the organization is saving by not 
offering a group health plan, since small employers with fewer than 50 
full-time equivalent employees (FTEs) are not required to offer group 
health insurance, and there is no penalty if they choose not to; thus 
letting employees know that they are still appreciated, even though 
there is no group health policy in place. 
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There are  also other ways that a small employer can simultane-
ously drop their group health coverage and increase the value of the 
employee benefits plan. For instance, if a small employer with lower-
paid workers cancels the group health plan, most employees will quali-
fy for a tax credit to help their entire family purchase health insurance, 
and the company can use the money it saves to purchase other group 
coverage like dental, life, and disability insurance. Employers can also 
put money into a cafeteria plan that employees can use to purchase 
voluntary benefits like accident, critical illness, and cancer insur-
ance or deposit money into a pre-tax spending account like a Health 
Savings Account (HSA) or Flexible Spending Account (FSA) to help 
with out-of-pocket costs.

If a small employer doesn’t currently 
offer health insurance or decides to drop 
its group health plan, how can it help its 
employees sign up for individual health 
coverage?

Each state has either developed an online marketplace called an 
“exchange” or has deferred to the federal government’s 
Healthcare.gov website for individuals and families who need to 
purchase health insurance. They can also check subsidy eligibility 
through these sites, but it’s certainly not the only (or the best) way to 
apply for a tax credit or to enroll in coverage.

Licensed health insurance agents are also permitted to assist individu-
als and families with both of these tasks, and there is no extra charge 
for their expertise and the better service usually found in the private 
sector. These qualified plans are usually offered through a private 
exchange site.

If your employees would like to see if they are eligible for a tax credit, 
they can do so by working with an insurance agent who has partnered 
with HPA. HPA Partners have access to the Insight Catalyst Report, 
which they are able to run for an employer (and ultimately provide 
the information to employees) to help make the transition to the 
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individual marketplace. When the HPA Partner runs the Insight 
Catalyst Report they are able to send out customized quotes to each 
employee with a secure website. 

Through this site, employees will be able to view and compare their 
plan options, use a calculator tool to see if they qualify for a subsidy, 
and talk with a licensed health insurance professional who can walk 
them through the application process.  They can also purchase other 
types of insurance coverage, including dental, life, accident, critical 
illness, and cancer policies that may be important to them and their 
families.

Employees will appreciate the guidance that their employer makes 
available, and the company can even lower its payroll taxes by setting 
up a Premium Only Plan (POP) so employees can pay for these volun-
tary benefits with pre-tax dollars.

Brokers who are partnered with HPA ensure the steps are taken to 
retain the good will and the relationships that exist between the broker 
and the employer, as well as to retain the good will and relationship 
that is critical to the employer-employee relationship. So, if an em-
ployer totally drops group coverage, HPA partner brokers know how 
to handle it win-win-win!
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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/ 
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