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What’s it all mean? 

The PPACA is an effort to provide health care coverage to everyone

Attempts to eliminate discriminationAttempts to eliminate discrimination

Provides incentive to small businesses to receive tax breaks for providing 
coverage

Large employers will “pay or play” or as I put it “pay one way or the other”

Provision made for those who are retired or living within ranges of the 
Federal Poverty Level (FPL)Federal Poverty Level (FPL)

Medicare, Medicaid, State Insurance Exchanges, or Employer  Coverage 
OR the  individual pays a penalty

If everything goes according to plan then the cost of 

insurance coverage should be reduced because of the 

Living in proverbial utopia

insurance coverage should be reduced because of the 

larger pool of insured's and the size of claims should be 

reduced as more people have the opportunity to 

participate in wellness visits and early diagnosis & 

treatment of disease.  
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Where will the money come from to pay for all this?

Additional Medicare Payroll Tax – HI Hospital Insurance

Tax on “Unearned  Income” of high income individuals

Penalties

Estates & Trusts tax on “unearned income”

Insurance companies may pay Excise Tax

“Other provisions” - Estimated to raise more than $28.1 billion over the next 
decade 

Example – Tax on investment income 

3.8% Surtax on Net Investment Income 
Effective 2013
Tax is imposed on the lesser of:Tax is imposed on the lesser of:

Net Investment Income, or 
Excess of Modified Adjusted Gross Income (MAGI) over $250,000 
(Joint Filers)/ $200,000 (Singer Filer)

Example  
Single Taxpayer - $50,000 Net Investment Income and $220,000 of MAGI.  
The Surtax is $20,000 x 3.8% = $760  

Example  Example  
Married - $60,000 Net Investment Income and $300,000 of MAGI.
The Surtax is $50,000 x 3.8% = $1,900 

THINK TAX-EXEMPT INTEREST! 
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Example – Additional Medicare tax

Harry and Sherry are married and earn wages of $125,000 and $175,000 
respectively.  Total together is $300,000.

For the first $250,000 of combined wages the Medicare tax is 1.45%.

The next $50,000 is taxed at the higher rate of 2.35% (1.45% +.9%) totaling 
$1,175.  The new part is $450.

Note:
No change in the Employer portion of the tax. No change in the Employer portion of the tax. 
Employer withholds and any adjustment is made on the Form 1040. 

Who will administer? 

Internal Revenue Service
Overseeing Additional Taxes
Penalties on individuals and employersPenalties on individuals and employers
Determination of application of exemptions
Oversight of provision of new information regarding reporting 
requirements.  

Department of Health & Human Services
Developing Procedures for the exchanges to help consumers

State Agencies

Employers 
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Reduce FICA payments & possible $1,000 tax credits
What are you waiting for?  

Good news

Timeline for implementation

Businesses Individuals
2010

Small Employers provided tax 
2010

Coverage for Children Small Employers provided tax 
credit to offset cost of 
employer-provided coverage
Codification of the Economic 
Substance Doctrine

Coverage for Children 
extended
Indoor Tanning Tax (July 
2010)
Temporary High-Risk pool for 
individuals who are uninsured 
because of a pre-existing 
condition (ends 1/1/2014)
No discrimination against No discrimination against 
children with pre-existing 
conditions
No lifetime limits on coverage 
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Timeline for implementation

Businesses Individuals
2011

W-2 must reflect value of 
Employer provided Health 

2011
Only doctor prescribed 
medicines are covered by Employer provided Health 

Benefits
medicines are covered by 
FSAs/HSAs

2013
Additional .9% Hospital 
Insurance tax kicks on high 
income taxpayers
Additional 3.8% “unearned 
income Medicare contribution” 
tax on high income taxpayerstax on high income taxpayers
10% AGI Floor on itemized 
medical expenses; 65/2016
$2,500 cap on FSAs

Timeline for implementation

Businesses

2014 – Big Year

Individuals

20142014 – Big Year
Large Employer Mandate –
“Play or Pay” mandate 

Insurance Companies
2018

2014
Individuals may be penalized 
for lack of coverage
Coverage Subsidies will be in 
place

40% Excise Tax on High Cost 
Insurance



7/19/2010

7

Small Business – Potential for paying health insurance 
premium for employer

Definition for Small Businesses

No more than 25 employees

No more than $50,000 in annual wages

Potential Tax Credit – General Business Credit – Nonrefundable

Definition of Really Small Employer 

10 or fewer employees with no more than $25,000 in annual wages can get 
higher credits

http://www.americanprogress.org/issues/2010/06/small_business_calc.html

By 2014, states must set up individual & small business health options 
programs.  These programs are being referred to as SHOP exchanges.  

SHOP insurance exchange

Plans offered must be easy to compare – all have same basic coverage and 
major difference is the % of cost that the plan will cover. 

Bronze – 60% coverage by plan;  BARE BONES options
Silver – 70% coverage by plan
Gold – 80% coverage by plan
Platinum – 100% coverage by plan

http://www.americanprogress.org/issues/2010/06/small_business_calc.html


7/19/2010

8

Standardized options must limit cost-sharing

Annual deductible limitations can’t exceed $2,000 for individuals and $4,000 
for families in the small group market.  

No cost-sharing for preventive servicesNo cost-sharing for preventive services

No annual or lifetime caps on the dollar value of services  

Out-of-pocket can not exceed HSA limits 

Limits waiting period for coverage to 90 days  

Reduces out-of-pocket limits for those up to 400% of the Federal Poverty 
Level 

Premiums are based on standard population but can be adjusted for age, Premiums are based on standard population but can be adjusted for age, 
geographic area, family composition & tobacco use.  Ratings can no longer 
take into account gender, health status, occupation, genetic information or 
claims history. 

Do you hear the sound of distant thunder?

The 1099 Storm is coming in 2012.
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Before we get to large business,         
Let’s look at penalties on individuals 

Starting in 2014 individuals not covered by Medicare, Medicaid, an 
employer plan or other plan will be subject to a penalty.  

This will be monitored thru Form 1040.  Some states already require   
proof of insurance

The penalty limit per family is capped at 3 times the adult penalty

Applicable per month

Individual Penalty Calculation 

The penalty is the greater of (per individual) (prorated by month)
The flat dollar amount

2014 - $952014 - $95
2015 - $395
2016 - $695    OR

Applicable percentage of adjusted gross income
2014 – 1% 
2015 – 2% 
2016 – 2.5%   AND 

Can not exceed 300% of the Flat Dollar Amount Can not exceed 300% of the Flat Dollar Amount 
2014 - $285
2015 - $1,185
2106 - $2,085
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Additional Individual Penalty Questions

Individuals under 18 are subject to ½ the flat rate penalty. 

PPACA provides relief from penalty for:
Religious Conscience Objectors (how defined?)Religious Conscience Objectors (how defined?)
Undocumented Individuals 
Qualified Members of Native American Tribes
Certain Hardship Cases
Incarcerated Individuals

What is the Federal Poverty Level?  See the chart on next slide
Up to 133% of base level – individuals would be covered by Medicaid. Up to 133% of base level – individuals would be covered by Medicaid. 
If your income level is between 133% and 400% of the poverty level 
then you may be eligible for assistance based on a sliding scale.


