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	Learn more about Health Care Reform.









	VIP Notification

	Add your colleagues! American Fidelity is committed to monitoring Health Care Reform activity and notifying customers as new guidance becomes available. If you would like to sign up other colleagues for our "VIP notification", simply have them fill out this easy form on our website.



	Contact

	If you have any questions, please feel free to contact your American Fidelity Representative or call our Health Care Reform hotline at 877-302-5073.
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			IRS Announces One Year Delay of Free Rider Penalty and Employer Reporting
Yesterday the IRS announced a one-year delay in the reports that most employers will be required to submit to the IRS.  Employers were initially required to start capturing coverage information starting January 1, 2014 with the first reports due in January 2015.  Under Health Care Reform, employers will have to report significant amounts of information on their plans and employees.  One of the primary purposes of the reporting is to help enforce the Free Rider Penalty.  Under that rule (also called the employer shared responsibility requirement), originally effective January 1, 2014, employers with 50+ full-time equivalent employees who either fail to offer coverage to substantially all full-time employees (and their dependents), or who offer coverage that is inadequate or unaffordable, and have at least one employee enroll in Exchange coverage and qualify for a premium tax credit would have to pay a penalty tax.  Because of the delayed reporting, the IRS also delayed application of the Free Rider Penalty until 2015. 
This change leaves employers with many open questions.  The IRS expects to issue guidance on the reporting this summer.   
No Changes to Other Health Care Reform Requirements 
None of the other Health Care Reform requirements have been delayed.  For example, the Exchanges and availability of federal premium tax credits will still take effect January 1, 2014 as scheduled.  This means that employers will need to communicate to employees and the Exchanges whether employer coverage is adequate and/or affordable.  The PCORI (or CER) fee is still due for many employers by July 31, 2013 (by filing Tax Form 720).  Employers are still required to send Exchange notices to all employees (not just benefits eligible employees) by October 1, 2013 to inform them about the availability for Exchange Coverage.  The plan design mandates are all still scheduled to take effect for plan years beginning on or after January 1, 2014.  These are only a few examples of the provisions with effective dates around the corner.    
What Does All of This Mean for Employers?
From a practical standpoint, the delay in the reporting provides welcome relief because most employers do not currently capture all of the information that will be required to be reported.  In the absence of regulations, many were worried about whether they would have time to make necessary system changes before January 1, 2014.  Guidance on the reporting is expected this summer and the IRS is urging employers to go ahead and  implement the changes sooner rather than later in order to test whether their systems will do everything they need to do.  We expect to offer a system that will help capture this information, which we hope to announce to customers later this summer.
In addition, the fact that the premium tax credits will still be available in 2014 means that employers will not completely avoid the Free Rider Penalty requirements.  For example, employers have to certify for employees who are applying for tax credits whether their coverage is adequate and affordable, which means employers will still need to understand and perform those calculations.  The fact that the individual mandate still takes effect in 2014 means that employers who were planning to offer coverage (perhaps an employee-pay-all option) to employees who are not currently eligible may still want to implement those plans.  Similarly, employers that were planning to add a minimum value plan in order to have a more affordable option available (and, therefore, limit the number of employees who might trigger a Free Rider Penalty due to coverage being unaffordable) may want to go ahead with those plans as well. 
Finally, it’s unclear whether any of the transition relief available to employers for the first year the Free Rider Penalty is effective will still be offered.  For example, employers were able to measure hours for variable hour employees for six months this first year, even if the employer planned to use a 12-month measurement and stability period going forward.  Now the employer will likely need to be prepared to capture hours for a full 12 months prior to the start of the 2015 plan year in order to avoid a penalty.  Hopefully, questions such as these will be answered in the anticipated IRS guidance.  We expect to offer a system to help employers track employee hours and coverage in connection with the Free Rider Penalty, which we hope to announce later this summer. 
While the natural tendency would be to take a breath and maybe put Free Rider Penalty planning on the back burner, we urge employers to continue their work.  In reality, this is a gift of time to work through the issues, make plans, implement them utilizing all best practices, update systems, identify affected employees, communicate plan changes, and test reporting.  Many of our customers were very concerned that they did not have time to perform all of those steps carefully and thoughtfully between now and their 2014 plan year.  Employers that do not continue to work through these issues will be in the same position next year.  American Fidelity is available to assist and is committed to providing resources and top quality customer service in connection with Health Care Reform.  Having said that, we want to continue making sure we have the capacity to serve our customers well and will not be able to guarantee our availability if employers delay until the last minute. 
For more information, visit HCReducation.com.
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Oklahoma City, OK 73106
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