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Supreme Court Ruling – What It Means for Employers 

On June 28, 2012, after much anticipation and speculation, the U.S. Supreme Court essentially upheld the entire 
Affordable Care Act (ACA) as constitutional. The main issue in the case was whether Congress had the authority under 
the U.S. Constitution to enact ACA’s individual mandate. Beginning in 2014, the individual mandate requires most 
individuals to obtain health care coverage or pay a penalty.  

Opponents of the law argued that Congress exceeded its constitutional authority by enacting the individual mandate. 

Since the mandate is intertwined with the rest of ACA’s reforms, the law’s opponents also argued that the entire law 
should be struck down. In a close 5:4 decision, the Court ruled that Congress had the authority under its taxing power 
to enact the individual mandate. Since the individual mandate was upheld, the Court did not have to address whether 
the individual mandate could be separated, or severed, from the rest of ACA’s requirements. 

Because the Court upheld ACA, employers must continue to comply with ACA’s reforms.  

 ACA changes that have already been implemented will remain in effect, such as the requirement to 
cover adult children until age 26 and the requirement for non-grandfathered plans to cover certain preventive 
care services without cost-sharing.  

 ACA’s provisions that are not currently in effect will continue to be implemented as planned. For 
example, effective for 2013 plan years, participants’ pre-tax contributions to health flexible spending accounts 
(FSAs) will be limited to $2,500 per year. 

While it is possible that changes will be made to ACA through future legislation or court rulings, ACA is the health care 
reform law currently in effect. Thus, employers should continue to prepare for ACA changes that become effective in 

2012 and 2013. Employers should also keep in mind the ACA reforms that will take place in 2014.    

ACA REFORMS - 2012 AND 2013 

Annual Limits 

Beginning Jan. 1, 2014, group health plans will no longer be able to impose annual limits on essential health benefits. 
However, until then, certain minimum annual limits are permitted. Unless a plan received a waiver of the annual limit 
requirements, its annual limits on essential health benefits should be set at least as high as the following amounts for 
each applicable plan year: 

 $750,000 for plan years beginning on or after Sept. 23, 2010, but before Sept. 23, 2011; 

 $1.25 million for plan years beginning on or after Sept. 23, 2011, but before Sept. 23, 2012; and 

 $2 million for plan years beginning on or after Sept. 23, 2012, but before Jan. 1, 2014. 

Form W-2 Reporting Requirements 

Beginning with the 2012 tax year, employers that are required to issue 250 or more W-2 Forms must report the 
aggregate cost of employer-sponsored group health coverage on employees’ W-2 Forms. The cost must be reported 
beginning with the 2012 W-2 Forms, which are due in January 2013.  
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This requirement is optional for smaller employers for the 2012 tax year and until further guidance is issued. This 
reporting is for informational purposes only; it does not affect the taxability of benefits.  

Women’s Preventive Care Services 

Effective for plan years starting on or after Aug. 1, 2012, non-grandfathered plans must cover specific preventive 
health services for women without cost-sharing, such as deductibles, copayments and coinsurance. These services 
include well-woman visits, breastfeeding support, domestic violence screening, STD screening and contraceptives. 
Exceptions to the contraceptive coverage requirement apply to religious employers. 

Medical Loss Ratio Rebates 

Fully insured plans may receive rebates in August 2012 if they qualify for a rebate from their health insurance 
issuers due to the medical loss ratio (MLR) rules. The MLR rules require insurance companies to spend a certain 
percentage of premium dollars on medical care and health care quality improvement, rather than administrative costs. 

Employers may receive rebates from issuers in the form of a premium credit, lump-sum payment or premium holiday, 
if permissible under state law. Any portion of a rebate that is a plan asset must be used for the exclusive benefit of 
the plan’s participants and beneficiaries. This may include, for example, reducing participants’ premium payments.  

Summary of Benefits and Coverage 

Plans and insurance issuers must provide a summary of benefits and coverage (SBC) to participants and beneficiaries. 
The SBC is intended to be a concise document – no more than four double-sided pages - providing simple and 
consistent information about health plan benefits and coverage in plain language. A template for the SBC is available, 
along with instructions and examples for completing the template and a uniform glossary of terms. 

Plans and issuers must start providing the SBC as follows: 

 Issuers must provide the SBC to health plans effective Sept. 23, 2012.  

 Plans and issuers must provide the SBC to participants and beneficiaries who enroll or re-enroll during an 
open enrollment period beginning with the first day of the first open enrollment period that begins on or 

after Sept. 23, 2012. Thus, many plans will need to include the SBC in their open enrollment packages for 
2013. 

 For participants who enroll in coverage other than through an open enrollment period (for example, newly 
eligible individuals and special enrollees), plans and issuers must provide the SBC beginning on the first day of 
the first plan year that begins on or after Sept. 23, 2012.  

If either the plan or issuer provides the SBC to a participant or beneficiary in accordance with the timing and content 
requirements, both will have satisfied their SBC obligations. Thus, a fully-insured plan will satisfy the requirement to 
provide an SBC to an individual if the issuer provides a timely and complete SBC to the individual. 

In addition, once the SBC requirement becomes effective, plans and issuers must provide 60 days’ advance notice 
of any material modifications to the plan that are not related to renewals of coverage. Notice can be provided in an 
updated SBC or a separate summary of material modifications.  

CER Fees  

Self-funded plans and health insurance issuers must pay comparative effectiveness research fees, or CER fees, to help 
fund ACA’s new Patient-Centered Outcomes Research Institute. The CER fees apply for plan years ending on or 
after Oct. 1, 2012. The CER fees do not apply for plan years ending on or after Oct. 1, 2019. For calendar year 
plans, the research fees will be effective for the 2012 through 2018 plan years.  
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For plan years ending before Oct. 1, 2013 (that is, 2012 for calendar year plans), the CER fee is $1 multiplied by the 
average number of lives covered under the plan. The CER fee will increase to $2 for the next plan year. For plan years 
ending on or after Oct. 1, 2014, the CER fee amount will be indexed for inflation.  

Sponsors of self-funded plans and issuers must report and pay their CER fees by July 31 of each year for the plan 
year that ended during the preceding calendar year. The first possible due date for reporting and paying CER fees is 
July 31, 2013.  

FSA $2,500 Contribution Limit 

Effective for plan years beginning on or after Jan. 1, 2013, an employee’s salary reduction contributions to a health 
FSA offered under a cafeteria plan are limited to $2,500. The $2,500 limit will be indexed for cost-of-living 
adjustments for 2014 and later years.  

Elimination of Retiree Drug Subsidy Deduction 

Employers that receive the Medicare Part D retiree drug subsidy have been able to take a tax deduction for their 
prescription drug costs, including costs attributable to the subsidy. Also, these employers do not have to pay tax on 
the drug subsidy amount. Effective for 2013, the deduction for the retiree drug subsidy will be eliminated.   

Additional Medicare Tax Withholding 

Effective Jan. 1, 2013, an additional 0.9 percent Medicare tax will apply to high-income individuals. Employers are 
required to withhold the additional Medicare tax on an employee’s wages in excess of $200,000 ($250,000 for married 
couples filing jointly).  

Health Insurance Exchanges – Notice of Availability 

Employers must provide all new hires and current employees with a written notice about ACA’s health insurance 
Exchanges and the consequences if an employee decides to forgo employer-sponsored coverage and purchase a 
qualified health plan through an Exchange. This notice requirement generally becomes effective as of March 1, 2013. 
The Department of Health and Human Services (HHS) has indicated that it intends to issue model Exchange notices. 
More agency guidance is also expected on this notice requirement.  

ACA REFORMS - 2014  

Additional ACA coverage mandates and reforms become effective in 2014. For example, effective for plan years 
beginning on or after Jan. 1, 2014, group health plans and issuers may not: 

 Impose pre-existing condition exclusions on any covered individual, regardless of the individual’s age; 

 Have a waiting period for coverage that exceeds 90 days; or 

 Apply any annual limits on essential health benefits.  

In addition, effective in 2014, ACA’s state-based insurance Exchanges are scheduled to be operational. Also in 2014, 
the individual mandate will become effective, as will ACA’s “pay or play” penalties for employers. Under the pay 

or play rules, certain employers with at least 50 full-time equivalent employees will face penalties if one or more of 
their full-time employees obtains a premium credit through an Exchange. An individual may be eligible for a premium 
credit either because the employer does not offer health care coverage or the employer offers coverage that is either 
not “affordable” or does not provide “minimum value.” 
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FUTURE OF HEALTH CARE REFORM 

Although ACA survived a major hurdle when the Supreme Court upheld it, changes may be made to the health care 
reform law in the future by the courts or by Congress. Legal challenges to ACA’s validity are likely to continue. For 
instance, Catholic-affiliated institutions have already filed lawsuits challenging ACA’s contraceptive coverage 
requirement on the basis that it violates their religious freedoms. Also, Republican lawmakers are continuing with their 
efforts to eliminate or modify some of ACA’s controversial provisions. However, major legislative changes to ACA will 
likely require a significant shift in power in the legislative and executive branches of government and, thus, will 
depend on the outcome of the November 2012 elections.     

 

Hammitt Benefits Group will continue to monitor the status of the health care reform law, and will provide updated 
information as it becomes available.   

  


