
The Patient Protection and Affordable Care Act

MAPPing iTs iMPACT on Your  
Business And eMPloYees



   Timeline of Key Changes 2013 - 2018

Taking the long view
2013 marks the beginning of the third full year of the Patient Protection 
and Affordable Care Act (ACA). Over the course of the next several years, 
the pace of ACA-related changes will accelerate. We want to take the  
opportunity to look ahead and clarify, at a high level, the ways the new  
law will affect employers.

It is important to note that the federal agencies charged with  
implementing the ACA (i.e., the Departments of the Treasury, Health  
and Human Services and Labor) are still developing regulations and will 
continue to do so at least until 2014, making it difficult to discuss key  
provisions with specificity. States may also interpret the law’s provisions 
differently until there is clear guidance from the federal agencies. The 
federal Web site, www.healthcare.gov, is a good starting point for the most 
up-to-date news on health care reform. In the meantime, we hope that  
this guide will provide an overview of what you can expect in the  
coming years.

iMPorTAnT To our Mission

Harvard Pilgrim is a not-for-profit health benefits company. Our mission is to  

improve the quality and value of health care for the people and communities  

we serve. We believe it is our responsibility to be an objective and influential  

public advocate. To this end, we’ve been working to educate policymakers on  

how the ACA and resulting regulations will affect the cost and quality of  

health care. As a partner, Harvard Pilgrim also believes it is our responsibility  

to help employers understand the provisions of the new law so they will be  

prepared for the changes it will bring during the coming years.

2



What does the law entail?
The ACA is the most sweeping reform of the American health care system since the advent of  
Medicare and Medicaid in the 1960s. While it affects every aspect of the health care system, this  
overview focuses on the impact to Harvard Pilgrim and its customers. The law changes the rules  
for health insurers in significant ways and when fully implemented will expand health care coverage  
to millions more Americans. The most significant changes will occur beginning in 2014, although  
the ACA already has had a considerable impact on consumers, hospitals, health care providers,  
employers, health insurance companies, and state and local governments.

The law limits medical underwriting, particularly in the individual and small group markets,  
encourages the use of preventive services, legislates the percentage of premiums that must be spent 
on medical costs and increases scrutiny of premium increases. By 2014, it will mandate that most 
Americans obtain health insurance and that employers with more than 50 employees offer coverage 
that is affordable and meets a minimum value or face a potential penalty under certain circumstances. 
It will expand public coverage through Medicaid, private coverage through subsidies and tax credits, 
create exchanges through which individuals and small businesses may purchase coverage and  
define the “essential benefits” that individual and small group plans sold within and outside of the 
exchanges must cover.

Moving forward
As we move forward into the new world of health care reform, there will be further sorting out of 
federal-state conflicts, possible changes to existing state insurance programs, the challenge of creating  
insurance exchanges and, undoubtedly, continued clarifications and refinements to the law. 
Throughout the process, Harvard Pilgrim will continue to advocate for our members, making sure 
they get the best possible care for their health care dollar, and striving to help all stakeholders —  
providers, patients, employers and leaders — understand the process each step of the way.

The following is a listing of key provisions of the Affordable Care Act (ACA) that 
take effect in 2013 through 2018 and will have a significant impact on employers’ insurance plans 
and costs. We also are providing information on provisions that went into effect in 2012 but are 
spilling over in terms of impacts on employers into 2013. This listing is not intended to be exhaustive 
nor detailed. There are many other ACA provisions that will impact government programs such  
as Medicare and Medicaid, as well as the overall health care system, that are not addressed in this 
brochure. More information about these other provisions can be found on the government’s ACA 
Web sites, www.healthcare.gov and cciio.cms.gov, or through well-regarded private sources, such 
as the Kaiser Family Foundation Web site at www.kff.org.

We hope you find this information to be a helpful resource as we all navigate the changing  
landscape of the health care system. You should consult with your legal counsel for details on the 
impact of health care reform provisions on you and your specific challenges and opportunities.
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started in 2012 with 2013 impacts
n W-2 reporting of the Cost of group Health Plan Coverage (2012 W-2 Forms - distributed in January 2013)
Employers required to file 250 or more W-2 Forms in 2011 must report the total cost of their group health 
benefit plan coverage to employees beginning with the 2012 W-2 Forms sent to employees by January 31, 
2013. Total cost of health care coverage (i.e., the premium in a fully insured plan) includes both the cost  
to the employer and the portion of the cost paid by the employee, whether it is on a pre-tax or an after-tax 
basis. The IRS has issued notices that granted transitional relief to employers who filed fewer than 250 W-2 
Forms in 2011. These employers will not be required to comply with W-2 Form reporting until the IRS issues 
additional guidance. 

n Comparative effectiveness research Fee (October 1, 2012)
The ACA created the Patient-Centered Outcomes Research Institute (PCORI) to conduct research to evaluate 
and compare health outcomes and the clinical effectiveness, risks and benefits of various medical treatments. 
Insurers and self-insured plans are required to pay a fee to fund this agency. Plans on a calendar-year basis  
will pay the fees for the 2012 through 2018 plan years. For plans not on a calendar-year basis, the fee applies  
to the first plan year ending on or after October 1, 2012. The fees do not apply to plan years ending after  
September 30, 2019. Harvard Pilgrim began including this fee in its fully insured rates in 2012.

In the first year, the fee is $1 multiplied by the average number of persons covered under the plan (including 
dependents). In the second and subsequent years, the fee will be $2 multiplied by the average number of  
covered persons. Under a proposed rule that hasn’t yet been finalized, plan sponsors of self-insured plans 
would be required to file a Form 720 “Quarterly Federal Excise Tax Return” annually that states their fee liability. 
The fee itself would be paid annually by July 31 of the calendar year immediately following the last day of the 
plan year. So for a self-insured plan with a plan year that ended on December 31, 2012, the first fee payment 
will be due by July 31, 2013.

n non-discrimination rules (originally 2010; pending further regulatory guidance) 
The ACA prohibits fully insured plans from discriminating in favor of highly compensated individuals in terms of 
the provisions of their health plans. This prohibition on discrimination already applied to self-insured plans prior 
to the passage of the ACA. More detailed regulations implementing this requirement are still under review, so 
implementation has been deferred. 

n Women’s Preventive Health services (August 1, 2012 except for religious-affiliated groups)
Women’s Preventive Health Services, including contraceptives, must be covered without cost-sharing. This 
applies to nongrandfathered plans for plan years starting on or after August 1, 2012. Harvard Pilgrim imple-
mented this requirement as of August 1. Nongrandfathered accounts, whether fully insured or self-insured, 
must cover these preventive services without cost-sharing (i.e., no copayments, coinsurance or deductibles). 
Cost-sharing is permitted for out-of-network services; also permitted are reasonable medical management 
techniques (e.g., limits on frequency, type and location of services, etc.). 

There is a special temporary exemption until August 1, 2013 for religious-affiliated groups while Health and 
Human Services (HHS) gathers comments from interested parties. On February 1, 2013, HHS issued a proposed 
rule regarding contraceptive services without cost-sharing. The proposed rule defines which organizations meet 
a broadened definition of “religious employer” and are eligible for a complete exemption and which organizations 
meet the definition of an “eligible organization” and may qualify for an accommodation. Under the accommo-
dation provision for an eligible organization, the eligible organization would self-certify its status and send  
the self-certification to the issuer (i.e., insurer if the plan is fully insured; third-party administrator (TPA) if it is  
self-insured). The issuer or TPA would have to issue free-of-charge a separate individual policy directly to eligible 
individuals for the coverage of contraceptives. A number of questions still remain regarding implementation, and 
HHS asks for comments on these throughout the proposed rule. Comments are due 60 days after publication 
of the proposed rule in the Federal Register. 
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2013 (January 1 unless otherwise specified)
n reducing Paperwork and Administrative Costs (2013 - 2016) New changes will standardize billing and 
require self-insured and fully insured health plans to begin adopting and implementing rules for the secure, 
confidential, electronic exchange of health information. Using electronic health records is expected to reduce 
paperwork and administrative burdens, cut costs, reduce medical errors and improve the quality of care.

n Medical device Company Tax 2.3% excise tax imposed on the sale of any taxable medical device.

n employer Tax deduction for retiree drug Coverage eliminated Employers who provide drug coverage 
for their retirees under Medicare Part D will no longer receive a tax deduction for the subsidy payments they 
receive.

n itemized deductions Threshold increased Threshold for itemized deductions increased from 7.5% to 
10% for unreimbursed medical expenses. Persons 65 or older are waived from this provision for tax years 2013 
through 2016. 

n Flexible spending Account limits Contributions to a flexible spending account are limited to $2,500 
in 2013 and will be adjusted for inflation in future years. 

n Medicare Tax increase on Higher income individuals The current Medicare payroll tax rate of 1.45% on 
wages increases by 0.9% on earned income exceeding $200,000 for persons filing an individual return and 
$250,000 for persons filing a joint return. There is also a 3.8% assessment on unearned income.

n employee notification (March 1) The ACA requires that all employers provide written notice to each 
employee regarding the existence of health insurance exchanges and subsidies effective March 1, 2013.  
However, the federal government has stated that it will delay implementation of this requirement until the  
late summer or early fall to provide more complete and timely information regarding the availability of  
exchanges and subsidies. 
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2014 (January 1 unless otherwise specified)
employer Mandate starting in 2014
n employers not offering Coverage Employers with an average of 50 or more full-time employees or full-
time equivalents in the prior calendar year who do not offer coverage to their employees and have at least one 
full-time employee who receives a premium tax credit through an exchange must pay a penalty for each month 
they do not offer coverage to any of their full-time employees (only full-time employees, not full-time equiva-
lents, are included in the calculation of the penalty amount). In 2014, the penalty is $166.67 per month (up to 
$2,000 for the entire year) per full-time employee. However, for purposes of calculating the penalty, the first  
30 employees are not included.

n employers offering Coverage Employers with an average of 50 or more full-time employees or full-time 
equivalents in the prior calendar year who offer coverage to their employees and have at least one full-time 
employee who receives a premium tax credit through an exchange must also pay a penalty for each month an 
employee obtains coverage and a premium tax credit through an exchange. This situation could occur if the 
employee’s share of the premium exceeds 9.5% of the employee’s household income or if the plan covers less 
than 60% of the total cost of benefits. Employers would have to pay up to a $3,000 penalty per year for each 
full-time employee who receives a premium tax credit. Similar to the situation of employers not offering  
coverage, only full-time employees, not full-time equivalents, are counted in the calculation of the penalty. 

n Auto-enrollment Employers with more than 200 employees must auto-enroll employees into any coverage 
offered by the employer. Employees have the right to choose to opt out. The ACA does not specify a firm date 
for the implementation of this provision and rules haven’t been published yet. 

n essential Health Benefits The ACA established 10 broad categories of “essential health benefits (EHB)”—
services that must be included in all small group and individual market plans, whether offered in an exchange 
or outside of an exchange. EHB services include ambulatory patient services; hospitalization; prescription  
drugs; laboratory services; preventive and wellness services and chronic disease management; mental health 
and substance use disorder services, including behavioral health treatment; pediatric services, including dental 
and vision care; emergency services; rehabilitative and habilitative services and devices; and maternity and  
newborn care. The EHB requirements do not apply to grandfathered plans, large groups or self-insured groups. 
The ACA specified that the scope of the EHB package must be equal to the scope of benefits offered under a 
typical employer plan. The ACA also directed the HHS secretary to define essential health benefits. 

The ACA requires health plans in the individual and small group markets to meet four actuarial value  
categories, also known as the metal tiers: the least rich plan is the bronze plan with an actuarial value of 60% 
(i.e., the health plan covers approximately 60% of total allowed benefit costs); the silver level or tier is 70%, 
gold is 80% and the platinum level or tier covers 90% of all allowed benefit costs. Other important parameters 
include: 1. Annual deductibles in the small group market are generally limited to $2,000 individual/$4,000 family;  
2. Out-of-pocket maximums are limited to $6,400/$12,800 in 2014 and are linked to the annual HSA/high-
deductible health plan out-of-pocket limits. 

As a result of the essential health benefits, Harvard Pilgrim is rebuilding its portfolio of plans available to  
individuals and small employers beginning with January 1, 2014 effective dates. 

Harvard Pilgrim is also ensuring its plans are updated for large employers starting with January 1, 2014 renewals. 
While large employers are not subject to EHB, they must comply with the limits on out-of-pocket maximums.
More information on this important work will be communicated to employers and brokers later in 2013.

n Promoting individual responsibility  Most individuals who can afford to do so will be required to obtain basic 
health insurance coverage or pay a fee to help offset the costs of caring for uninsured Americans. If affordable 
coverage is not available to an individual, he or she will be eligible for an exemption. 

n establishing Health insurance exchanges  Individuals and small businesses will be able to buy insurance 
directly in an exchange. Exchanges are intended to be a new transparent and competitive insurance market-
place where individuals and small businesses can buy affordable health benefit plans. Exchanges will offer a 
choice of health plans that meet certain benefit and cost standards. States must affirmatively declare whether 
they intend to create their own state-based exchange, enter into a partnership with the federal government 
whereby certain insurance regulatory functions and responsibilities remain with the state, although the federal 
government establishes the overall exchange, or default to a federally facilitated exchange. 
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n Making Care More Affordable  Tax credits to make it easier to afford insurance will become available 
through the exchanges for people with incomes above 100% and below 400% of poverty ($43,000 for an  
individual or $88,000 for a family of four in 2010) who are not eligible for or offered other affordable coverage. 
These individuals may also qualify for reduced cost-sharing (e.g., copayments, coinsurance and deductibles).

n increasing small Business Health insurance Tax Credit  Second phase of the small business tax credit 
for qualified small businesses and small non-profit organizations (to provide health insurance for employees,  
businesses must enroll through the exchange to qualify).

n Health insurance Company Premium Tax  Tax on health insurers is based on the value of net premiums 
sold in the U.S. Not-for-profit insurers such as Harvard Pilgrim are assessed the fee based on half the value of 
their net premiums. 

n ACA reinsurance Fee  Fee supports a transitional reinsurance program for the individual market in each 
state from 2014 through 2016 to stabilize the market while other provisions of the ACA are implemented. All 
health insurance carriers and TPAs, on behalf of self-insured group health plans, submit ACA reinsurance fee 
contributions. The ACA reinsurance fee is $63 annually or $5.25 per member per month.

n Waiting Period  Group health plans are prohibited from establishing waiting periods of more than 90 days 
for coverage. 

n eliminating Annual limits on insurance Coverage  New plans and existing group plans will be prohibited 
from imposing annual dollar limits on the coverage of essential health benefits an individual may receive.  
There is an exception for grandfathered individual (i.e., nongroup) plans. Non-dollar limits, such as visit limits, 
are permitted.

n eliminating discrimination due to Pre-existing Conditions or gender  Insurance companies will be 
prohibited from refusing to sell coverage or renew policies because of an individual’s pre-existing conditions. 
Also, in the individual and small group markets, insurance companies will not be able to charge higher rates 
due to gender or health status.

Additional Changes 
n new definition of small group  The definition of a small group will increase to 1-100. (However, individual 
states may defer this increase until 2016 and to date, MA, ME and NH haven’t increased their small group size 
definitions nor indicated they intend to do so.) 

n Prevention/Wellness  The law codifies the HIPAA nondiscrimination rules on wellness programs, and the 
incentive cap for participation and meeting certain health standards is increased to 30% of the premium. The 
HHS secretary may choose to increase the cap to 50%. 

n reporting on Health Care Coverage  For tax years beginning after December 31, 2013, large employers will 
be required to annually report certain information. This may include: 

– Name, address and taxpayer identification number (or Social Security number) of each full-time employee, 
and the months each was covered under the company’s health plan 

– Certification that employees were offered minimum essential coverage 
– The length of any waiting periods for health coverage 
– The months during the calendar year for which coverage under the plan was available 
– The monthly premium for the lowest cost option in each enrollment category under the plan 
– The employer’s share of the total allowed cost of benefits provided under the plan 
– Number of full-time employees during each month of the calendar year 
– Other information that HHS may require 

2018
n excise Tax on High-Cost Plans  The so-called “Cadillac” tax will be effective in 2018: a 40% excise tax 
on the value of employer-sponsored coverage in excess of $10,200 for individual coverage and $27,500  
for family coverage. The dollar thresholds are indexed to the Consumer Price Index (CPI) plus 1% in 2019  
and to the CPI only in the years that follow. Retirees who are at least 55 but not yet eligible for Medicare  
and persons employed in certain high-risk professions such as firefighting, construction, mining, etc. have  
higher dollar thresholds.
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Harvard Pilgrim Health Care includes Harvard Pilgrim Health Care and its affiliates,  
Harvard Pilgrim Health Care of New England and HPHC Insurance Company.
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For the latest information on 

health care reform and its impact  

on you and your employees, visit  

www.harvardpilgrim.org/reform


