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What Every Tax Professional Needs to
Know About Health Care Reform in 2015
Employees who are expected to be full-time workers (30 hours or more per week)
must be o�ered insurance within 90 days of hire.
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With the Supreme Court ruling in favor of the government in King v. Burwell, it is
clear that Obamacare is here to stay. For tax practitioners, the question is not “Will
the ACA be repealed by congress or unraveled by the courts?” but rather “What do we
need to know now about health care reform?” This article explores key issues
professionals need to be aware of for 2015 and 2016.

Large Employer Mandate

The large employer mandate takes effect in 2015. Employers with 100 or more (50 or
more in 2016) full-time equivalent (FTE) employees are subject to the nondeductible
mandate penalties.

Employers measure their status as a large employer in the previous year. If an
employer is determined to have 50 or more FTEs in 2015, they must play along and
provide insurance or pay a �ne in 2016.

Employees who are expected to be full-time workers (30 hours or more per week)
must be offered insurance within 90 days of hire.

However, the employer does not need to immediately offer insurance if it is not
certain whether the employee will work full or part time. For these workers, the
employer can use measurement periods ranging from 3 – 12 months in determining
whether an employee is full or part time. These measurement periods need to be
consistent within certain groups of workers but can change year to year. By careful
planning and selection of measurement periods, employers may be able to exclude
workers from coverage if they so choose.
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Employers need to be aware that controlled and af�liated group rules apply in
determining large employer status, leased workers could be treated as common-law
employees of the employer, and hours that an employee is on call or traveling (even if
not paid) may need to be counted in determining if they are full-time. Safe harbors
exist that enable employers to avoid potential ACA penalties.

Small Employer-Provided Insurance

IRS Notice 2013-54 imposes a $100 per employee/per day �ne on standalone Health
Reimbursement Arrangements (HRAs) and Employer Payment Plans (EPPs) where
more than one employee is being covered.

IRS Notice 2015-17 provides relief for small employers (less than 50 FTEs) from the
$100 per day penalty for EPPs on amounts paid for S corporation two-percent
shareholder-employees through at least December 31, 2015, but only through June
30, 2015, for all other employees.

This means that employers providing insurance for non–two percent S shareholder
employees after June 30 of this year through an EPP are subject to a $100 per day/per
employee �ne to the extent they cover more than one employee through such a plan.

Employers that �nd they can’t keep the EPP after June 30, 2015, because of the $100
per day penalty may choose to just pay the employee more in wages. This is �ne and
will allow the employer to escape the $100 penalty provided the employer does not
condition the payment on the employee purchasing insurance. Of course, both the
employer and employee will pay more in FICA tax, and the employee will pay more
income tax.

There are companies that sell products which they claim will work around the
restrictions of Notice 2013-54. These companies use §125 plans, FSAs and other
strategies. Employers that want to implement one of these strategies need to be
careful in the company they select. The $100 penalty is very stiff.

2015 Reporting

Those of us in private practice need to let our clients know that this year most of
them will be receiving forms and statements they have never seen before — forms
that will be important in completing their tax returns.

Last year was the �rst year for the Individual Mandate. For the most part, only those
who bought their insurance on a government Exchange received a Form 1095. Since
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most of our clients did not receive a Form 1095, we just asked them if they had
insurance; if they answered “ yes,” we checked a box and were done.

This year is different. Virtually everyone will receive either a Form 1095-A, Form
1095-B, Form 1095-C or in some cases a statement evidencing they had insurance. As
preparers, we will be able to examine these documents and verify they had insurance
for themselves plus everyone whom they claim as a dependent. Many clients will
receive more than one Form 1095 because they and/or a family member changed
insurance during the year.

We need to let our clients know they can expect to receive these forms and
statements sometime in January or early February. Generally the Forms 1095 are
required to be mailed by January 31; however, some may be mailed later.

Large employers (de�ned as having 50 or more full-time equivalent employees) need
to be aware of their reporting requirements for the Form 1095-C and Form 1094-C
transmittal. Accountants should contact their large employer clients to make certain
they are prepared for the new reporting.

Premium Tax Credit

The only way you win the lottery is by buying a lottery ticket. The only way to get the
Premium Tax Credit is by buying insurance on the government Exchange. There are
many rich Americans — millionaires — who can qualify for this credit because,
although they have a lot of assets, their income is low.

If clients can get the doctors of their choice on plans offered through the Exchange,
then they should consider buying on the Exchange. In that way, they may qualify for
the Premium Tax Credit. The open enrollment period begins on November 1, 2015.

Individual Mandate

Accountants may want to familiarize themselves with the exemptions to the
Mandate Penalty. Some exemptions are granted by the Exchange and others via the
Form 1040.Those exemptions granted by the Exchange need to be obtained
prospectively during the year.

The penalties are larger this year, the greater of $325 per adult or two percent of
household income. Penalties increase again in 2016 to the greater of $695 per adult or
2.5% of household income, limited to the National Average Bronze level plan
premium.
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Generally taxpayers are responsible for providing insurance for themselves plus
everyone whom they claim as a dependent.

New Technology

Health care is being delivered in new and creative ways. One of these is through the
use of smart phone apps.

Heal will bring a doctor to your place within 60 minutes, seven days a week, for $99.
Heal is currently available in just a few locations but is expanding. Pager provides
similar services in New York City.

Doctor On Demand provides video visits via your phone, tablet or computer with
physicians, psychologists and other health care professionals that provide focused
care without you having to leave your home or of�ce.

MDLive provides consultation with physicians 24/7 via phone or video.

Amwell is another app that brings doctors to you via video, text and cell phone.

There are several other similar types of apps. Some states do not allow, and others
restrict, televisits by doctors.

Accountants can be of help to their clients by asking if their current health plan pays
for televisits. If not, then the client may want to consider changing plans during the
open enrollment period this fall. It is also a good time to consider other ways to pay
for medical expenses, such as §105 plans.

With the recent Supreme Court ruling there is certainty that health care reform is
here to stay. There is one other thing that is certain: the law will continue to change,
providing many opportunities for accountants to proactively serve their clients.

——————

John Stevko, CPA, is a regular contributor to Thomson Reuters Checkpoint Learning. He
operates a tax and consulting practice serving individuals and small businesses. Mr. Stevko
is a sought-after speaker on tax topics for CPAs and other accounting professionals across
the country. He has been instrumental in Thomson Reuters health care reform offerings,
authoring and presenting courses via seminars, webinars and the new Checkpoint
Learning Health Care Reform Virtual Conference as well as contributing to the creation of
the Checkpoint Learning Health Care Reform Certi�cate Program.
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