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Health Care Reform — What You Should Know For
2016

December 16. 2015 | KELLEY DRYE CLIENT ADVISORY

This Advisory supplements cur previous advisories. October 2014, October 2013,

Novembar 2012, November 2011, and Qglober 2010, addressing the requirements of
the Affordable Care Acl {"ACA”).

Unlike mosl ather years since the Affordable Care Act ("ACA") was passed, there are
relatively few new requirements employers need to implement in connection with thalr
health plans subjectto the ACA. This Advisory summarizes some of those relevant rules
and guidance

Lapse of Transition Rules for Employer Mandate Provisions

Effective In 2016. various transition rules which were available in 2015 for the employer
mandata, will no longer be available. These include the fallowing.

= Applicable large employers ("ALEs") with between 50 and 100 qualifying
employees will be fully subject to the ACA's employer mandale rules and penalties
for not offering affordable coverage that meetls the ACA's minimum value and
minimum essential coverage standards In 2015, these employers were exempt
from certaln of the ACA's employer mandate penalties

= All ALEs musi offer minimum essential coverage to at least 95% of their full-ime
employees to avoid certain employer mandate penalties in 2015 the threshold was
70%,

« The special rule allowing employers to determine ALE status on any consaculive
she-manth period during 2015 is no longer avallable.

= Special transitanal rehief for non-calendar year plans in 2015 is no longer
avaitable.

+ The penalty calculation to detarmine whether minimum essential coverage was
offered lo 95% of full-time employees allows an emplayer to subtract 30 from the
total number of full-ime emplaoyees considered in the penally ealculation, In 2015,
an B0 employee reduction was permitted

Repeal of Automatic Enroliment Mandate for Certain Large Employers

ACA contained a provision that, pending further guidance from the government, certaln
emplayers with more than 200 full-ime employees would be reguired to automalically
enroll ils employees In medical coverage. This requirement has now been repealed,
Employers, however, may still automaticaliy enroll empioyees in certain types of medical
coverage If certaln requirements are met,

Cadillac Tax

The Cadillac lax, which is designed to tax high cost health plans, is currently scheduted
to becoms effective during 2018. There are various proposals in Congress which would
either delay the eflective date of the Cadillac tax or outright repeal it. Please be on the
lookeut for a future cllent alert should any of these proposals be enacted ino law

Increases in Information Reporting Penalties
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The following penalilies connecled with filing information returns and providing cotracl
payee statements under ACA have been increased for returns and statements required
to be {i'ed after December 31, 2015:

Type of Penalty

Per Return
Penaity - Old
Law

Per Return
Panally -
New Law

Maximum
Penalty per
Calendar Yaar
- Old Law

Maximum
Penalty Per
Calandar Year
- New Law

Filing Incorrect
returns

$100

$250

$1.500.000

53,000,000

Reduced Tax
Penaity for Filing
incorrect returns
if corrected
within 30 days

§30

$50

$250,000

$500.000

Reduced Tax
Penalty for Filing
incorrect returns
if cormected by
August 1

360

$100

$500.000

$1.500,000

Intentionally
Disregarding
Requirement to
Fila Timely and
Comect Retums

5250

5500

No Maximum

No Maximum

Clarification of Information Reporting Requirements

The IRS has finally issued clarification on an employer’s information reporiing
requirements under ACA, The following is a summary of what must be filed by an
emplayer or furnished lo employees undear the reporting mandate:

httrefhsnanar kallevdrua ramirniblicstinne/rlient arvvienriac 1007

Provided to
IRS Form | Purpose Who Must File] Employees? Due Daie
1094-B Transmittal of Insurers Na February 29,
1095-B 1o IRS, lssulng 2016 if on paper,
Insured March 31,2016 i
Coverage, filed
glectronically
Employers
with Self-
Insured
Coverage,
Employers
with fewer
than 50
employees
1095-B Reporting for Insurers Yes Filing with IRS
Purposes of Issuing due by February
Individual Insured 29,2016 iffiled
Shared Coverage, on paper or
Responsibility March 312016
Provisions Employers filed
{‘Individual LS electronically
Mandate") Insured
Coverage. Fumished lo
employees by
Employers January 31,
with fewer 2016
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than 50
employees
1084-C Transmittal of Applicable No Fabruary 29,

1095-C 10 IRS. Large 2016 if paper

Also provides Employers filing; March 31,

information 2016 iffiled

about the electronically

methods by

which coverage

was offered lo

amployess and

whether

minimum

eszential

coverage with

minimum value

was provided

1095-C Reporting for Applicable Yes Filing with IRS

Purposes af Large due by February

Employer Employars 29,2016 it filed

Mandate on paper; March
31,2016 it filing
electronlcally
Form must be
furnished to
employees by
February 1, 2016

The lollowing chart llustrates what needs o be completed on the formms provided to each

employea as well as filed with the IRS, by filer typa

Form

Filer Type

What {o Complete

1095-B

Employer Providing Insured
Medical Coverage

Insurer files return and
furnishes copy o
employee. Insurer
compleles Paris I, Il lll and
"

1095-B

Employer Froviding Sell-
Insured Medical Caverage

Complata Parts | lll and IV
EntarBon line 8

1095-B

Employer of Fewer Than 50
Employees

insurer if nsured medical
coverage or employer if
salf-insured, as per above

1085-8

Employer Praviding Sell-
Insured Medical Coverage
to Non-Employees (e.g..
diraclors retired employees
or COBRA beneficiaries)

i employer elecls to report
on 1095-8 instead of 1095-
(855

1095-C

Applicable Large Employer
with Self-Insured Medica!
Coverage

Employer complates Parts
I, 1 and Il for each
employee anrolling in the
coverage, whether or nol
full-time

1085-C

httrvihanane allovrdrua FramimNicatinne/rliant arhiienriae10N7

Applicable Large Employer
with Insured Medical

Employer completes Parts 1
and Il Insurer completes

4
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Coverage

Part il

1095-C

Employer Providing Sell-
Insured Medical Coverage
o Non-Employees (e.g,
directors, retired employees
or COBRA beneficiaries)
and Not Electing to Raport
Such Persons on Form
1095-8

Employer completes Parts
1.l and il for each
individual who enrolis in
the cavarage, whether or
not full-time. In Partll, enter
coda 1Gin box 14 and
either check box for all 12
moenths or checks the
boxes for the months in
which coverage was
provided

Embedded Self-Cnly Qut-of-Pocket {"OOF") Limits

Effective in 2016, the ACA's self-only QOP maximum applias to each individual under
non-grandfatherad, self-insured and large group heaith plans, regardless of whather the
individual is enrolled in self-only or family coverage. The 2016 OOP limit {which is
indexed for cost-olliving increases) for self-only coverage is 86,850, The Embedded
Seli-Only QOP Limit means that each individual whao is enrolied in family coverage
during 2016 is not required to pay more than $6.850 in cost sharing for essential health
benefils, aven if s/he has nol reached the plan‘s family QOP limit. The 2016 O0OP Limit
(which is indexed for cast-ol-living increases) for family coverage is $13,700.

Kelley Drye will continue to monilor health care reform and keep you updated on any
new developments. In the meantime, ptease conlact our Employves Benafits grgup for
any questions or compliance assistance with any Affordable Care Act requirements.

Richard S. Charagar
{203) 351-8028
hargark 8 .com

Vicloria E. Anderson
{212} 808-7621
van ni@kell .Com

Adam Cohen
(212)808-5022

acohen@kellaydrye com

hitrvfhamina: kallavrrus ramirnilicatiane/rliant arhriesrioeMNNT

Pamaeta . Kaplan

(212) 808-7980
pkaplan@kelleydrya com

hristin igr-Sheth
{203) 351-8065
cquiersheth@kelleydrye.com

J, Stow. rr
{212)808.7947
ibgrrow@kellaydrve com

2016 Kelley Drys & Warren LLP. This websie contains attorney advertising. Prior resufts do not guarantee a simitar guicome
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Small Business Employee Benefits and
HR Blog

FAQ - How Do | Calculate the Number of Full Time
Equivalent (FTE) Employees?

& Zane Benefits July 7, 2014 at 2:00 PM

' 3 16 39

Like Tweet |G+ Share ] Share |

A common question from employers, health insurance brokers, and CPAs is
"how do you calculate the number of full time equivalent (FTE) employees?”

That's because the Affordable Care Act's Employer Mandate (aka Employer
Shared Responsibility Payments or the Play or Pay decision) only applies to
"applicable large employers", defined as employing 50+ FTE employees.

The following steps will help you calculate the number of FTEs to determine if

you are an applicable large employer.
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Note:In 2015, the Employer Mandate only

applies to applicable large employers with 7 anetHealth
100+ FTE employees. In 2016, the provision is Frequently Asked
expanded to employers with 50-99 FTE Questions

employees. There is no Employer Mandate for
employers with less than 50 FTE

employees. Read more about the Employer { A
Mandate in 2015.

Calculating the Number of FTE Employees

For the purposes of determining whether your company is an applicable large
employer, you must include all full-time employees plus the full-time equivalent
of part-time employees.

For the majority of companies this is a simple calculation. For others, the
calculation is more in-depth.

A full-time employee is defined as working on average at least 30 hours of
service per week in a given month. How many full-time employees do you have?

Next, factor in part-time employees. To calculate the full-time equivalent of
part-time employees, add the number of hours worked by part-time employees
in a given month and divide the total by 120. How many full-time equivalent
part-time employees do you have?

Finally, the sum of the full-time employees and the full-time equivalent of the
part-time employees is the number used to determine whether your company is
an applicable large employer.

httry tharana: anahanafite ramianifan hruodri.caleilata tha  membhor.Af Al lim a.aes ivslant. laam nlmicoc
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Your company is not an applicable large employer if you employed less than
50 full-time employees on average during the previous calendar year, or
employed more than 50 full-time employees no more than 120 days during the

FALL - HOW DO | LAICUIALIES NS INUMDEr OF rull 1 IMe EquIvaIBN (F | E} EMpIoyees s

previous calendar year due to a seasonal workforce.

Worksheet: How to Calculate the Number of FTEs

Here is a worksheet outlining the above FTE calculations.

: Wc-arkshee't:' Calculating fhe numbér of full-time employees (FTEs)

Here's a worksheet to calculate the number FTEs for the Employer Mandate.

1 #Full Time Workers: Number of full time
employees working 30+ hours per week for the :
B Total FT: (A)
2  Add all hours in the month for PT employees,
then divide by 120 hours Total Hrs: /120 = (8)
3  Add answers from 1, 2 above to get the FTE for
the monith (A + B) A+B=_ (FTE for month)
4 Then total all months forthe year (if hours are
variable each month, complete steps 1-3 for ,
each month) Total for all Months: (C)
5 Divide total months (“C") by 12 to get Average
FTE per month Cr19= (AVERAGE)"
: *IT AVERAGE in step 5 is 50 or more,
4;&183 enefits then you are considered an Applicable Large Employer.

Now that you've determined if you're an applicable large employer... what's
next?

e Employer Mandate - What You Need to Know in 2015
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¢ Quick Guide to Calculating Employer Shared Responsibility Fees in 2015

A See Our #1 eBook:
ML ch The Ultimate Guide to Health Care
Reform: Play or Pay?

lwantacopy >

employer mandate = FAQ = FTE » Employer Shared Responsibility

Note: This should not be taken as legal or tax advice.
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