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cover story

things employers  
need to know about  

the Affordable Care Act

The Affordable Care Act may be delayed until 2015, but business concerns continue to mount.
Since it became the law of the land March 23, 2010, businesses have had plenty of time to 

plan and fret about the implications for handing down health care to their employees.
What it means for small businesses depends on numerous factors. The federal government is 

rolling out the Small Business Health Options Program this month to help companies with fewer 
than 50 employees offer insurance.

But that’s just the start. Those businesses will have to decide whether they want to offer a plan, or 
simply have their employees purchase individual coverage. Companies close to that employee count 
have to learn exactly whether they cross the line under the parlance of the law.

Most small businesses in Arizona — nearly 380,000, according to the U.S. Small Business 
Administration — have no employees and fall under different rules entirely. And it’s a good bet that 
for the roughly 101,000 companies that have fewer than 500 employees, a great many will fall within 
the law’s thresholds and mandates.

We took seven of the most common questions and talked with local and national experts on 
health care and insurance to see what businesses will have to do to finish their preparations to either 
embrace employee health care or have their workers hit the marketplace on their own.

BY aNgEla gONzalEs 
agonzales@bizjournals.com  |  602-308-6521  |  @PhxBizagonzales

How mucH ArizonA HAs 
received under AcA
The state has received millions of dollars to 
implement the affordable Care act. That money 
has gone in numerous directions. Here’s a look 
at where the funds are going:

$67.6M 
given to 17 health centers operating 139 sites 
in arizona to support ongoing health center 
operations and to establish new sites,  
expand services and support major capital 
improvement projects

$30.9M 
granted to the state by the U.s. Department 
of Health and Human services for research, 
planning, information technology development 
and implementation of its health insurance 
marketplace

$9.4M 
granted to arizona by the Prevention and 
Public Health Fund, created by aCa to support 
policies

$3.0M 
given to the state under aCa to help fight 
unreasonable premium increases

sOUrCE: U.s. DEParTmENT  
OF HEalTH aND HUmaN sErvICEs

ArizonAns using tHe 
insurAnce mArketplAce, 
oct. 1–nov. 2
32,897: Total individuals who have 
completed applications for coverage

20,741: Deemed eligible to enroll in a 
marketplace plan

739: Have selected a marketplace plan

7,156: Deemed eligible to enroll with 
financial assistance

11,339: Deemed eligible for medicaid or 
the Children’s Health Insurance Program 
instead of a marketplace plan

sOUrCE: U.s. DEParTmENT  
OF HEalTH aND HUmaN sErvICEs, BasED ON 

ENrOllmENT NUmBErs rElEasED NOv. 13

R Closer look

individuAl mAndAte 
penAlties At A glAnce
While businesses are debating whether to get 
health insurance coverage for employees, 
individuals also are going to have to make that 
choice for themselves.

For individuals, there’s a penalty if you don’t 
get insurance. It is $95 or 1 percent of your 
taxable income, whichever is greater. so if you 
make $80,000 in taxable income, the penalty 
is $800.

In year two, it’s $325 or 2 percent of taxable 
income. 

In year three, it’s $695 or 2.5 percent of 
taxable income. 

sOUrCE: U.s. DEParTmENT  
OF HEalTH aND HUmaN sErvICEs

Phoenix resident  
Acacia szabo holds her 

daughter, Malachi, during 
a visit to pediatrician  

Dr. Duane Wooten.  
under the Affordable  

Care Act, health 
insurance companies 
are required to cover 

pediatric services,  
among others.

Jim poulin | phoenix 
business Journal
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GLOSSARY Of teRmS: 
AffORDABLe CARe ACt
n EmployEr mandatE 
beginning in 2014, employers meeting size or 
revenue thresholds will be required to offer 
minimum essential health benefit packages or 
pay a set portion of the cost of those benefits 
for use in the exchanges.

n EssEntial hEalth bEnEfits 
General categories of benefits as defined by 
the Affordable Care Act, or ACA, that must be 
included in a qualified health plan, effective  
Jan. 1, 2014. 

n hEalth insurancE ExchangE 
The ACA requires each state to create a Health 
benefit exchange, or competitive insurance 
marketplace, where individuals and small 
employers can shop for plans. exchanges 
will assist individuals and small businesses in 
comparing and purchasing qualified health 
plans. If a state decides not to establish 
an exchange, the federal government will 
establish one in that state.

n fEdEral povErty lEvEl 
The federal poverty level for 2011 was set at a 
$22,350 yearly income for a family of four.

n grandfathErEd plan 
A health plan in existence on the march 23, 
2010, ACA effective date.

n individual mandatE 
The ACA requires most individuals obtain 
minimum essential coverage or pay a penalty 
beginning in 2014. 

n prE-Existing condition 
A medical condition that existed prior 
to applying for a health plan, whether or 
not any medical advice or treatment was 
recommended or received. The ACA prohibits 
health plans from imposing any pre-existing 
condition exclusions for plan and policy years 
beginning after Sept. 23, 2010, for children 
under 19, and for all others beginning in 2014.

n QualifiEd hEalth plan 
Health plans offered through an exchange  
that have been certified as providing the 
essential health benefits package as required 
by the ACA.

n sElf-insurEd plan 
A health plan in which the employer assumes 
financial responsibility of health care benefits 
for employees. These health plans typically 
contract with a third-party administrator to 
provide administrative services for the plan. 
These plans also are known as self-funded or 
erISA plans.

n small-businEss tax crEdit 
The ACA provides certain small businesses that 
offer health plans a tax credit. These tax credits 
vary with the size, contribution and tax status 
of the small business. 

1
Should I keep my employee total 
less than 50 so I don’t have to offer 
coverage?

Most experts say the key is how 
you count employees. The threshold 
is 50 full-time employees who work 
more than 30 hours a week. 

If you have 30 part-time employ-
ees and 40 full-timers for a total of 
70, you are technically considered 
a small employer and are exempt 
from paying any fees for not pro-
viding insurance, said Sierra Smith, 
director of strategy inputs and 
health policy for Cancer Treatment 
Centers of America in Goodyear.

Still, it’s worth considering, she 
said.

“Companies who are debating 
hiring over 50 full-time employ-
ees will want to evaluate this based 
on their market, financial state and 
quality of talent needed,” Smith 
said. “You may find that offering 
health benefits is a competitive 
advantage that makes it easier to 
bring in top talent.”

2
What happens if I don’t provide 
coverage to my 50 or fewer 
employees?

As an employer, you are not 
required to provide their coverage. 
However, you and your employees, 
as individuals, must be covered or 
face a penalty that starts at either 
$95 or 1 percent of individual 
income in the first year. 

Depending on income level, some 
will qualify for a tax subsidy when 
they purchase an individual health 
plan on the exchange. Others might 
qualify for Medicaid, now that Gov. 
Jan Brewer and Arizona hospital 
executives have worked out a way to 
expand that coverage in Arizona. 

3
What are the benefits and risks of 
becoming self-insured?

Large corporations usually 
have the financial wherewithal 
to self-fund health insurance, 
which means they pay their own 
medical claims rather than turning 
over health plan operations to an 
insurance company. 

Many small-business owners 
are considering this option. Once 
a company becomes self-insured, 
it is governed by the Employee 
Retirement Income and Security 
Act. Plans under ERISA don’t have 

to pay certain taxes to help fund 
Obamacare, as other fully insured 
plans do.

“There is a strong argument 
for smaller companies to take 
advantage of self-funding,” said 
Shay Bierly, director of client 
services and employee benefits at 
MJ Insurance in Phoenix. 

Mike Tilton, vice president of 
sales for Blue Cross Blue Shield of 
Arizona, said being self-insured 
also provides some cash-flow value.

“They’re only paying the claims 
as they come in, versus buying fully 
insured premiums where you’re 
paying in anticipation of future 
claims,” he said.

4
Should I look for my health 
coverage on the Individual 
Marketplace, or on the Small 
Business Health Options Program 
Marketplace?

The answer depends on your 
business. A sole proprietor should 
go to the Individual Marketplace. 
Employees whose workplaces 
do not provide coverage also can 
purchase health benefits there, 
especially if their income is low 
enough to qualify for tax credits.

Small-business owners who 
choose not to provide coverage for 
their 50 or fewer employees should 
go to the Individual Marketplace for 
personal coverage. 

However, those who do want to 
purchase coverage for their 50 or 
fewer employees may do so through 
the SHOP.

5
What’s going on with the Small 
Business Health Options Program, 
and when will it be launched?

Because the federal government 
has its hands full trying to make 
the Individual Marketplace online 
application process work, the SHOP 
has been delayed until later in 
November.

Employers still can go to 
Healthcare.gov to set up an 
account and see plans and prices 
available in their area, as well as 
print an application and mail it in. 
Questions may be asked 24/7 at 
800-706-7893.

6
Why are my insurance premiums 
going up?

The ACA requires all insurance 

plans offered on the marketplaces 
to include 10 essential health 
benefits, which range from 
emergency care to mental health 
coverage. This mandated coverage — 
in addition to requirements already 
in place in Arizona — will add to 
the cost of doing business, said 
Henry GrosJean, owner of GrosJean 
& Associates Inc., a small-business 
insurance broker in Phoenix.

GrosJean said health insurance 
policies have to cover all pre-
existing conditions under ACA. 
Insurance companies no longer 
will be able to deny coverage to 
people who are sick — the ones 
who need it most, including those 
with cancer, asthma and heart 
conditions.

Bottom line: “Increased 
administrative burdens on 
employers and insurance 
companies, as well as costs 
associated with ACA compliance, 
are contributing to premium 
increases,” said attorney John 
Balitis, director of Fennemore  
Craig PC in Phoenix.

7
Why are insurers dropping policy-
holders after President Barack 
Obama told Americans they  
could keep their coverage if they 
wanted to?

The people impacted by changes 
to health insurance policies are 
those with individual coverage 
whose existing policies do not 
include the 10 ACA-required 
benefits, Smith said. 

“Insurance companies who 
currently offer plans that cover less 
than these standards are notifying 
individuals with those plans that 
they will be canceled because the 
plans no longer comply with the 
law,” she said.

Tilton said BCBS is not canceling 
any policies. 

Any BCBS plans purchased 
before ACA was enacted in 2010 are 
grandfathered, which means those 
policyholders will be able to keep 
their plans and renew them on an 
annual basis.

“There are a fair number 
of policies that are not 
grandfathered,” Tilton said. “For 
those plans, if they do not include 
the minimum essential health 
benefits as defined by the ACA, we 
have to transition them to an ACA-
compliant plan.”

Balitis said some carriers have 
concluded that maintaining 
current numbers of policyholders 
in certain markets may not be 
profitable in the context of ACA 
requirements.

fIle pHoTo

A doctor at the Arizona Heart Hospital 
prepares for surgery. The Affordable Care 
Act will change the entire dynamics of 
health care for patients and employers.
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