
 

 

A new year means new and continuing responsibilities under the Affordable Care Act (ACA) for employer 
sponsored group health plans.   Key steps for businesses to prepare for 2016 are included below.  A 2016 
health care reform preview, notifications about changes in benefits in 2016, as well as several other articles 
emphasizing specific benefits or issues within health plans round out the issue. 
 
 
 
 
 
 
 
 
 
Pinched by Deductibles, Some Forego Medical Care 
 
High deductibles and other out-of-pocket health costs have put more families, the 
majority of them middle-class, on a financial tightrope, limiting their access to 
care.  Research by Families USA this year found that nearly 30% of adults with 
deductibles of at least $1,500 per person decided to forgo needed medical care 
because they could not afford it.  By comparison, for those with deductibles below 
$1,500 per person, 20% went without needed medical care because of cost.  

Nationwide, deductibles have risen about seven times as fast as wages and 
inflation since 2010, according to a recent report by the Kaiser Family Foundation 
and the Health Research & Educational Trust.  But in many cases, patients with very high deductibles get 
coverage through employment. 

The Affordable Care Act anticipated the financial pressures created by high deductibles and co-insurance.  
Consumers with qualifying incomes not only get assistance with premiums in the form of tax credits, but they 
also can get subsidies from the federal government to help them offset deductibles and other out-of-pocket 
expenses for plans purchased through the government-run marketplace. 

Open enrollment for 2016 marketplace plans runs November 1 through January 31.  Cost-sharing assistance, 
however, is available only to consumers whose household incomes are between 100% and 250% of the 
federal poverty level.  In fact, it makes a significant difference only for those whose incomes are below 200% 
of the threshold (currently $23,540 for an individual and $48,500 for a family of four).  For those who earn 
more, there’s no relief.  More generous cost-sharing, however, likely would lead to higher costs.  Premium 
tax credits and cost-sharing subsidies already are expected to cost the federal government $28 billion this 
year, according to the Congressional Budget Office. 

The Affordable Care Act helped many consumers by forbidding insurers from denying coverage based on a 
person’s health condition.  With that guarantee of coverage also came a prescribed minimum set of essential 
health benefits.  Some officials believe that one fix for the ACA would be “value-based insurance design,” 
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which ensures consumers have access to services that provide the biggest bang for the health-care dollar 
before they meet their full deductible. 

Such plans are meant to “make sure people can manage chronic illness before it becomes an emergency,” 
said Cheryl Fish-Parcham, private insurance program director for Families USA and a co-author of its report 
on the impact of high deductibles.  Consumers daunted by high deductibles "shouldn’t lose sight of the value 
of having health insurance.  In addition to providing some protection in cases of catastrophic healthcare 
costs, such coverage provides access to many preventative services that come at no further cost to 
consumers paying premiums.  And having insurance gives consumers access to a health-insurance company’s 
purchasing power and negotiated discounts". 

Health Insurance Tax 

The health reform law imposes a "health insurance fee" on health insurance companies.  Also known as the 
health insurance tax, or the HIT, this fee on providers is ultimately a pass through fee onto consumers.  This 
fee is administered in the form of premiums, increasing the cost of health care for millions of Americans.    

Don't Forget to Amend Your Cafeteria Plan For New 
Permitted Change Events 

In 2014, the Internal Revenue Service (IRS) increased the number of events that 
would allow employees under their employer's cafeteria plan to drop health 
plan coverage.  The general rule is that once an employee enrolls in his or her 
employer’s group health plan through a cafeteria plan, allowing the employee 
to pay his or her required premiums on a pre-tax basis, the enrollment is 
irrevocable for the entire plan year barring a qualifying “change in status” event.  The change in status event 
also must affect the employee's (or his spouse's or dependent's) eligibility for the health plan coverage in 
order for an employee to change his enrollment election.  Marriage, divorce, birth of a child, change in status 
from full-time to part-time or vice versa,  are examples of typical change in status events.  

The IRS added two new events that now allow employees to drop health plan coverage, even if the events 
do not affect their eligibility under their employer’s health plan coverage: 

• The first new event is relevant for employers who have adopted the look-back measurement period 
method for purposes of determining an employee’s full-time status under the Affordable Care Act rules.  
Typically, an employee is treated as full-time under this approach and is thus eligible for health plan 

coverage for the entire upcoming year (stability period), if the 
employee averaged more than 30 hours of service per week during a 
prior 12-month measurement period.  When such an employee’s 
hours fall below the more-than-30-hours-per-week threshold during 
that plan year, the employee typically retains eligibility for coverage 

and continues to be treated as full-time.  Under these new 
cafeteria plan rules, the employee can drop the employer’s 

health plan coverage when his or her hours drop below 30 
per week, as long as he or she represents to the employer that 

he or she will enroll in another health plan by the second month after dropping coverage with the 
employer's health plan. 
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• The second new event permits an employee to drop the employer’s health plan coverage when he or 
she is eligible for special enrollment in the Marketplace, or when he or she seeks to enroll in 
Marketplace coverage during its open enrollment period.  In order to drop coverage, the employee 
must represent that he or she will have Marketplace coverage in effect immediately after dropping 
coverage with the employer's health plan. 
 

An employer is not required to allow employees to drop coverage due to these new events, but if an 
employer chooses to do so, an amendment to its cafeteria plan is required.  Employers who have permitted 
employees to take these actions since 2014 have until the last day of their cafeteria plan’s 2015 plan year (for 
most employers, December 31, 2015) to reflect these rules by retroactively amending their cafeteria plan.  
Provided the amendment is retroactively effective, employers who wish to add these rules on a go-forward 
basis, such as for the 2016 plan year, must amend their cafeteria plans by the last day of the plan year in 
which the elections are first allowed.   

2016 Health Care Reform Preview 

1. Evaluating Grandfathered Status of Group Health Plan 
Remember that changes to a grandfathered plan that reduce benefits or increase costs to employees may 
result in a loss of grandfathered status, requiring the plan to come into compliance with additional ACA 
requirements that previously did not apply because the plan was exempt. Grandfathered plans must provide 
notice to enrollees and keep appropriate records to maintain grandfathered status. 

2. Reviewing Plan Documents for Required Changes to Plan Benefits 
Plan design and benefits offered should reflect a number of recent changes, 
including: 

• A 90-day limitation on waiting periods (reasonable and bona fide 
employment-based orientation periods not to exceed one month); 

• The elimination of employer payment plans (arrangements under which an 
employer reimburses an employee for some or all of the premium 
expenses incurred for an individual health insurance policy, or uses its 
funds to directly pay the premium for an individual policy), including those sponsored by small 
employers; and 

• For non-grandfathered plans, limitations on annual out-of-pocket costs for essential health benefits 
(unless notified otherwise by the insurance carrier). 

3. Analyzing Tax-Favored Arrangements 
For employers that sponsor these types of arrangements, ensure that: 

• Health reimbursement arrangements (other than retiree-only HRAs and HRAs consisting solely of 
excepted benefits) are "integrated" with other group health plan coverage. 

• Health flexible spending arrangements (FSAs) qualify as excepted benefits, are offered through a 
cafeteria plan, and employee salary reduction contributions are limited to $2,550 for the year. 

• Cafeteria plans do not provide a qualified health plan offered through the Individual Health Insurance 
Marketplace as a benefit. 

4. Providing Required Notices to Employees and Dependents 
All new employees should receive a notice about the Health Insurance Marketplace within 14 days of their 
start dates. Employers sponsoring group health plans also need to provide a Summary of Benefits and 
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Coverage (SBC) to participants and beneficiaries (or contract with the carrier or third party administrator to 
do so) at various times during the enrollment process and upon request. 

5. Complying With "Pay or Play" Responsibilities 
Employers that are subject to "pay or play" for 2016 (generally those with 50 or more full-time employees, 
including full-time equivalents, on average during 2015) should decide whether to offer group health plan 
coverage to full-time employees and their dependents, and determine if a penalty will apply. An employer 
may be liable for a penalty if it does not offer affordable health insurance that provides minimum value to its 
full-time employees (and their dependents), and any full-time employee receives a premium tax credit for 
purchasing individual coverage on the Health Insurance Marketplace.     

6. Satisfying New Information Reporting Requirements (IRS Forms 1094 and 1095) 
The ACA requires self-insuring employers (regardless of size) and other parties that provide minimum 
essential health coverage to report information on this coverage to the IRS and to covered individuals. Large 
employers (generally those with 50 or more full-time employees) are also 
required to report information to the IRS and to their employees about their 
compliance with the "pay or play" provisions and the health care coverage 
they have offered. The first information returns must be filed with the IRS no 
later than February 29, 2016 (or March 31, 2016, if filed electronically), and 
the first individual/employee statements must be furnished on or before 
January 31, 2016. 

Additional items that may be of continued significance for certain employers 
and group health plans in 2016 include distribution of Medical Loss Ratio 
(MLR) rebates, withholding of Additional Medicare Tax, reporting of health 
coverage on Forms W-2 (for employers required to file at least 250 Forms W-2), and payment of Transitional 
Reinsurance Program and Patient-Centered Outcomes Research Institute (PCORI) fees. 

2016 Changes to Tax Benefits and Retirement Plan Limits 

The IRS has announced several inflation adjustments that affect tax-related items for employers and 
employees. Items that may be of particular interest for tax year 2016 include: 

• Small Business Health Care Tax Credit. The maximum amount of the small business health care tax 
credit is phased out based on the employer's number of full-time equivalent employees in excess of 
10 (unchanged) and the employer's average annual wages in excess of $25,900 (up from $25,800 for 
2015). 

• Qualified Transportation Fringe Benefits. The monthly limit on the value of the fringe benefit 
exclusion for transportation in a commuter highway vehicle and any transit pass remains unchanged 
at $130. The monthly limit for qualified parking increases to $255 (up from $250 for 2015). 

• Earned Income Credit. The maximum Earned Income Credit amount is $6,269 for taxpayers filing 
jointly who have 3 or more qualifying children (up from a total of $6,242 for tax year 2015). 

Separately, the agency released cost-of-living adjustments affecting dollar limitations for retirement plans 
and related items for tax year 2016. Highlights include: 

• The contribution limit for employees who participate in 401(k), 403(b), and most 457 plans remains 
unchanged at $18,000.  

o The catch-up contribution limit for those aged 50 and over also remains unchanged at 
$6,000. The limit on annual contributions to an IRA remains unchanged at $5,000. 
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REMINDERS... 
 
Weight Management Services 
Plans cannot contain general exclusions for weight management services for adult obesity. They must cover,  
without cost-sharing, preventive services, screenings, and behavioral interventions listed in the United States  
Preventive Services Task-force (“USPSTF”) Grade A and B recommendations based on body mass index.  
 
Colonoscopies  
As of January 1, 2016, cost-sharing may not be imposed for pre-procedure consultations or for pathology exams of biopsies.  
 
Contraceptive Coverage  
There are two methods by which a qualifying non-profit or closely held for-profit employer with sincerely held religious objections to 
contraceptive coverage can receive the accommodation.   The first method is completing the EBSA Form 700 (accessible at 
www.dol.gov/ebsa/pdf/preventiveserviceseligibleorganizationcertificationform.pdf) and providing it to your TPA.  The second method is 
providing appropriate notice of the objection to the DHHS.  A model notice is available at www.cms.gov/CCIIO/Resources/Regulations-and-
Guidance/Downloads/Model-Notice-8-22-14.pdf. 
 
Wellness Programs  
Reminder: Any reward that is dependent upon meeting a standard related to a health factor will subject the wellness program to 
regulations, including non-discrimination and maximum reward regulations.   
 
BRCA Screening, Genetic Counseling, and Testing  
Genetic counseling and testing for BRCA mutations must be available, without cost-sharing, to individuals that, during the screening 
process, are found to be at an increased risk for having certain harmful gene mutations.  This guidance applies so long as the individual is 
not currently symptomatic and receiving treatment for breast, ovarian, tubal, or peritoneal cancer, even if the individual has been 
previously diagnosed with cancer. 
 
Mental Health Parity 
A Plan’s criteria for making medical necessity determinations, in addition to any processes, strategies, evidentiary standards, or other 
factors used in developing the underlying non-quantitative treatment limitation and in applying it, must be disclosed to a plan participant.  
This disclosure is in regards to both mental health and substance use disorder benefits and medical/surgical benefits, regardless of any 
assertions as to the proprietary nature or commercial value of the information by the Plan. Although not mandated to do so, a Plan can 
provide a document that describes the medical necessity criteria in layperson’s terms.  However, providing this document is not a 
substitute for providing the actual underlying medical necessity criteria, if requested by a participant.  
 
Lactation Counseling and Equipment 
Plans must cover lactation counseling by any provider acting within the scope of the provider’s license or certification. If the Plan does not 
have an in-network provider who can offer lactation counseling, then the Plan must use an out-of-network provider to cover lactation 
counseling, without cost sharing to the participant. Provided the individual remains continuously enrolled in the Plan, a Plan’s requirement 
to cover the rental or purchase of breastfeeding equipment, without cost-sharing, extends for the duration of breastfeeding.  
Plans must make a list of in-network lactation counseling providers available to participants as part of the general Summary of Benefits and 
Coverage (“SBC”) disclosure requirement to publish information about network providers via an internet address.  
 
Adult Dependent Coverage 
Under employer mandate rules, applicable large employers must offer coverage to a certain percentage of full time employees and their 
dependent children (70% for 2015, 95% for later years).  A dependent child who reaches age 26 during a month is considered a dependent 
for the entire month under these rules.  
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Electronic Filing Requirements for ACA Information 
Returns 
 
ACA information returns and transmittals are electronically filed through 
the ACA Information Returns system, also known as AIR. (Non-ACA 
information returns can be electronically transmitted through the Filing 
Information Returns Electronically system, also known as FIRE.) 

AIR accepts the following information return transmittals and documents:  

• Form 1094-B, Transmittal of Health Coverage Information Returns 
• Form 1095-B, Health Coverage 
• Form 1094-C, Transmittal of Employer-Provided Health Insurance Offer and Coverage Information 

Returns 
• Form 1095-C, Employer-Provided Health Insurance Offer and Coverage 

AIR will process each submission and provide a status with detailed acknowledgement for the transmitter. 

No Social Security Benefit Increase for 2016 

The Social Security Administration has announced that monthly Social Security and Supplemental Security 
Income (SSI) benefits will remain the same in 2016. 

The Social Security Act provides for an automatic increase in Social Security and SSI benefits if there is an 
increase in inflation as measured by the Consumer Price Index for Urban Wage Earners and Clerical Workers 
(CPI-W). As determined by the Bureau of Labor Statistics, there was no increase in the CPI-W from the third 
quarter of 2014 to the third quarter of 2015. Therefore, under existing law, there can be no cost-of-living 
adjustment (COLA) in 2016. 

Other adjustments that would normally take effect based on changes in the national average wage index also 
will not take effect in January 2016. Since there is no COLA, the maximum amount of earnings subject to the 
Social Security tax remains at $118,500 for 2016. 

A fact sheet is available with more information on 2016 Social Security and SSI rates. Additional information 
regarding how the COLA is calculated is also available.  

2016 Medicare Parts A & B Premiums and Deductibles Announced 

Proposed Rules Implement Supreme Court's Same-Sex Marriage Decision for Federal Tax Purposes 
New proposed rules provide that a marriage of two individuals--whether of the same sex or the opposite sex--will be recognized for federal 
tax purposes if that marriage is recognized by any state, possession, or territory of the United States. The proposed rules implement the U.S. 
Supreme Court decision issued in June to reflect that same-sex couples can now marry in all states and that all states will recognize these 
marriages.  The proposed rules will apply to all federal tax provisions where marriage is a factor, including filing status, claiming personal 
and dependency exemptions, taking the standard deduction, employee benefits, contributing to an IRA, and claiming the earned income tax 
credit or child tax credit.  However, registered domestic partnerships, civil unions, or similar relationships not denominated as marriage 
under state law would not be treated as marriage for federal tax purposes.  Employers with questions on how to proceed regarding the 
administration of employee benefits for same-sex couples (or other applicable employment laws) are advised to review the proposed rules 
in their entirety and contact a knowledgeable employment law attorney.  

 
 

 

 
The information and materials herein are provided for general information purposes only and are not intended to constitute legal or other advice or 
opinions on any specific matters and are not intended to replace the advice of a qualified attorney, plan provider or other professional advisor. This 
information has been taken from sources which we believe to be reliable, but there is no guarantee as to its accuracy. In accordance with IRS 
Circular 230, this communication is not intended or written to be used, and cannot be used as or considered a 'covered opinion' or other written tax 
advice and should not be relied upon for any purpose other than its intended purpose. 

https://www.irs.gov/for-Tax-Pros/Software-Developers/Information-Returns/Affordable-Care-Act-Information-Return-AIR-Program
https://www.irs.gov/Tax-Professionals/e-File-Providers-&-Partners/Filing-Information-Returns-Electronically-%28FIRE%29
https://www.irs.gov/Tax-Professionals/e-File-Providers-&-Partners/Filing-Information-Returns-Electronically-%28FIRE%29
http://www.irs.gov/uac/About-Form-1094-B
http://www.irs.gov/uac/About-Form-1095-B
http://www.irs.gov/uac/About-Form-1094-C
http://www.irs.gov/uac/About-Form-1095-C
http://www.ssa.gov/news/press/releases/%23/post/10-2015-1
http://www.ssa.gov/news/press/factsheets/colafacts2016.pdf
http://www.socialsecurity.gov/cola
http://www.treasury.gov/press-center/press-releases/Pages/jl0227.aspx
https://www.treasury.gov/press-center/press-releases/Pages/jl0227.aspx


Due to inflation and slow growth in medical costs, Medicare Part B premiums were unchanged for the 2013, 
2014, and 2015 calendar years.  According to the 2015 Trustees Report, the “hold harmless” provision would 
have required the approximately 30% of beneficiaries not held harmless in 2016 to pay an estimated base 
monthly Part B premium of $159.30 partly to make up for lost contingency reserves.  However, the Bipartisan 
Budget Act of 2015 mitigated the Part B premium increase for these states and beneficiaries, which have 
programs that pay some or all of the cost-sharing and premiums for certain people with limited incomes and 
Medicare.  The CMS Office of the Actuary estimates that states will save $1.8 billion because of this premium 
mitigation. 

CMS also announced that, for all Part B beneficiaries, the annual deductible will be $166.00 in 2016.  Already 
finalized premiums for Medicare Advantage and Medicare Prescription Drug plans are not affected by this 
announcement. 

To get more information about state-by-state savings, visit the CMS website at 
https://www.cms.gov/Newsroom/MediaReleaseDatabase/Fact-sheets/2015-Fact-sheets-items/2015-11-
10.html . 

Since 2007, higher income beneficiaries have paid higher Part B monthly premiums.  These income-related 
monthly adjustment amounts (IRMAA) affect less than 5% of people with Medicare.  Under the Part B section 
of the Bipartisan Budget Act of 2015, high income beneficiaries will pay an additional amount.  For high 
income beneficiaries, the IRMAA, additional amounts, and total Part B premiums for 2016 are shown in the 
following table: 

Beneficiaries who file an individual 
tax return with income: 

Beneficiaries who file a joint 
tax return with income: 

Income-related 
monthly 

adjustment 
amount 

Total monthly 
premium 
amount 

Less than or equal to $85,000 
Less than or equal to 
$170,000 $0.00 $121.80 

Greater than $85,000 and less than 
or equal to $107,000 

Greater than $170,000 and 
less than or equal to 
$214,000 48.70 170.50 

Greater than $107,000 and less than 
or equal to $160,000 

Greater than $214,000 and 
less than or equal to 
$320,000 121.80 243.60 

Greater than $160,000 and less than 
or equal to $214,000 

Greater than $320,000 and 
less than or equal to 
$428,000 194.90 316.70 

Greater than $214,000 Greater than $428,000 268.00 389.80 

 

Beneficiaries who are married and lived with 
their spouse at any time during the year, but file 
a separate tax return from their spouse: 

Income-related 
monthly 

adjustment 
amount 

Total monthly 
premium 
amount 

Less than or equal to $85,000 $0.00 $121.80 
Greater than $85,000 and less than or equal to 
$129,000 194.90 316.70 
Greater than $129,000 268.00 389.80 
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Medicare Part A covers skilled nursing facility, inpatient hospital, and some home health care services.  
Approximately 99% of Medicare beneficiaries do not pay a Part A premium since they have at least 40 
quarters of Medicare-covered employment. 

The Medicare Part A annual deductible paid by beneficiaries when admitted to the hospital will be $1,288.00 
in 2016, a small increase from $1,260.00 in 2015.  The Part A deductible covers beneficiaries' share of costs 
for the first 60 days in a benefit period of Medicare-covered inpatient hospital care.  The daily coinsurance 
amounts will be $322 for the 61st through 90th day of hospitalization in a benefit period and $644 for lifetime 
reserve days.  The daily coinsurance for days 21 through 100 in a benefit period will be $161.00 in 2016 
($157.50 in 2015) for beneficiaries in skilled nursing facilities. 

Certain persons with disabilities and enrollees age 65 and over who have less than 40 quarters of coverage 
pay a monthly premium in order to receive coverage under Part A.  Individuals with 30-39 quarters of 
coverage may buy into Part A at a reduced monthly premium rate, which in 2016 will be $226.00, a $2.00 
increase from 2015.  Those with less than 30 quarters of coverage pay the full premium, which will be 
$411.00 a month in 2016, a $4.00 increase from 2015. 

Deductibles and Coinsurance for 2016 

Part A Deductible and Coinsurance Amounts for Calendar Years 2015 and 2016 
Type of Cost Sharing  

  2015 2016 

Inpatient hospital deductible $1,260 $1,288 
Daily coinsurance for 61st-90th Day 315 322 
Daily coinsurance for lifetime reserve days 630 644 
SNF coinsurance 157.50 161.00 

For more information on the 2016 Medicare Parts A and B premiums and deductibles (CMS-8059-N, CMS-
8060-N, and CMS-8061-N), visit: https://www.federalregister.gov/public-inspection. 

The Landscape of the Balance Billing Process Under PPACA 

With the implementation of the Affordable Care Act (ACA), health plans are strictly limited to government-
mandated plan designs.  As a result, the only effective method to remain competitive is for health plans to 
pay health care providers less.  Thus there has been a market movement to establish limited, alternative PPO 
networks comprised of health caregivers willing to earn less.  These new, leaner networks are called Narrow 
Networks. 

With more caregivers now finding themselves out-of-network, balance billing has become more prevalent, 
reminiscent of a time before PPOs were invented and health insurance plans were indemnity plans. 
Essentially there are three health care reimbursement structures in today’s restrictive and highly regulated 
market: 

PPO Plans – Almost every provider is in-network.  As a result, there is absolutely no incentive on the part of 
providers to charge less.  On the contrary, PPO intermediaries encourage providers to actually charge more 
so PPO “discounts” can appear increasingly greater each year.  PPOs in general can only deliver the promise 
of no balance billing and continued, unchecked escalating costs, and are considered the most expensive plans 
in the market today.   
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Narrow Network PPO Plans – Only specific providers are in-network.  Other providers refuse to work for less.  
Most narrow networks are extremely narrow, and balance billing can become a frustration for plan 
participants with little or no plan sponsor support that would provide patient advocacy services or legal 
protection against balance billing attempts by those providers who refuse to work for less.  Members who 
seek care outside narrow networks must be prepared to fend for themselves, thus creating poor employee  
morale.   

No Network Plans – These plans are becoming increasingly common and continue to grow, especially 
amongst large employers.  Called Cost Plus or Reference Based Pricing, members may go to any provider of 
choice (typically carving out the facilities from the network and only purchasing a physician based network).  
Pricing is based on a percentage of Medicare allowable, since Medicare is considered the most recognized 
single reimbursement methodology within our health care system. Medicare fee schedules fluctuate year 
after year and are monitored on an annual basis to ensure under payments or over payments do not occur. 

Although balance billing may occur, No Network Plans are proactive in balance billing defense by including 
patient advocacy services and legal protection.  In the event of a balance billing issue, members can be 
assured of strong patient advocacy support and, if necessary, legal defense.  No Network Plans are the most 
cost effective in today’s market with average savings above and beyond PPO discounts of 40% and more. 

Source:https://m.box.com/shared_item/https%3A%2F%2Fapp.box.com%2Fs%2F9wffor3c5phhhuopvwb6ixemo2a4 
hqy/view/25774744987 

With their financial backs to the wall, fueled by skyrocketing 
health care costs, plan sponsors are beginning to finally realize 
that cost of services is directly proportional to what one agrees 
to pay. The key to No Network Plans is clear communication to 
employees on how this is structured. 

Narrow Network and No Network Plans are becoming 
increasingly popular as a result, replacing the more expensive 
PPO plans.  A movement to these types of plans can mean the 
difference between profit and loss to many employers throughout the United States. 
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