nEALTH,
CARE ™=
GAVE-
PLAN

LET COSE BE YOUR COACH AND HELP
YOU NAVIGATE HEALTH CARE REFORM
NOW, AND IN THE FUTURE.

\ MEDICAL
MUTUAL









e

TAX CUTS FOR SMALL BUSINESS

You could qualify for tax breaks that begin in 2010.
Effective for tax year 2010.

Small businesses that provide health insurance could qualify for tax breaks starting this
year—with even more in 2014—but there’s a catch.

Beginning in tax year 2010 until year-end 2013, small employers may get a 35
percent tax credit for their health insurance contribution. The tax credits are
based on number of employees and average wages and decrease as employer
size increases. Once an employer has either 25 employees, or average wages of
$50,000, there is no credit allowed.

For tax years 2014 and later, eligible small businesses could earn a tax credit of up to
50 percent of their contribution toward the premium. This tax credit can be used each
year between 2010 and 2013, and then only twice more from 2014 going forward.

“This tax credit was designed to make offering health insurance more attractive to
small businesses,” explains Steve Millard, president and executive director of COSE.
“But it’s important for them to understand that they can only take advantage of these
tax credits on a limited basis.”

/"‘;/J . .
{_ Take Action:

ﬁk“fb‘ your financial adviser and accountant to learn whether your company
could take advantage of tax credits when you file your taxes in 2011. You can
also access our Small Business Tax Credit Calculator at cose.org/calc.

Read more at cose.org/sbtc.

FTE Employees

Maximum Average Pay

Maximum Credit Allowed 2010-2013

Maximum Credit Allowed 2014

1-10 $25,000 35% (25% nonpro t) 50% (35% nonpro t)
11-24 $49,999 0-35% 0-50%
25+ or $50,000 0% 0%

2 Your nancial adviser or accountant can help you understand de nitions for Full-Time Equivalent (FTE) and
other rules that determine your eligibility for the tax credit.

CHANGING INSURANCE
REGULATIONS

All individuals gain access to coverage.
Effective January 2014.

Insurance companies can no longer deny coverage to anyone.
How does this affect costs?

“The Congressional Budget Of ce has estimated that rates for the healthy could
go up 15 to 20 percent and those who currently have the highest rates could
see cost decrease by 20 percent in 2014 when the health insurance exchange is
implemented,” says Brian Paul, COSE’s manager of government relations.

Starting in June 2010, if you have a pre-existing health condition and have been
uninsured for six months, you can get insurance through a high-risk pool. “No one
knows how the high risk pool will be set up yet, or how expensive it will be compared
to regular coverage, but it is access to coverage at some level,” Millard says.

Also, new rules effective in 2014 require all new health plans to cover basic
services and cap out-of-pocket spending. There will be no cost-sharing for
preventive services, and no annual or lifetime limits on coverage.

The caveat to all these insurance regulations: They are subject to change as the
bill is reviewed and corrective legislation is passed in coming months. Nothing is
set in stone.

“We are committed to making sure that as this health care implementation process
unfolds, small business needs are understood and addressed,” says Brynn Allio,
COSE'’s director of government relations. “Health care reform always has and will
continue to be a primary focus of COSE’s advocacy efforts.”

S

" (_ Take Action:
S as corrective legislation* is proposed. Know that if you have
been denied coverage because of a pre-existing condition, you can get
health insurance this June through the high-risk pool.*

Learn more at cose.org/newrules and cose.org/hrpool.

*For definition, see page 12.



FILLING THE ‘DONUT HOLE' MORE TAXES & PAPERWORK

Subsidies will close a coverage gap in Medicare Part D. A provision to increase 1099-MISC reporting could result in
Effective 2010 to 2014. paperwork headaches as soon as 2012.
Effective January 2012.
It's called the “donut hole,” and it’s a gap in Medicare Part D coverage that essentially
leaves some seniors (age 65-plus) paying out-of-pocket for prescriptions. This hole Today, you can spend as much as you want on an insurance plan and it isn’t INCREASED 1099 FORM REPORTING
will eventually shrink by 2020 with changing co-insurance rates. taxed. “There is a real incentive to get a lot of health insurance compared to
wage,” explains Keith Ashmus, attorney at Frantz Ward and 2009/2010 chair ! et you never thought you'd have to give

Of ceMax a 1099 at the end of the tax year for

Additionally, seniors stuck in the “donut hole” of non-coverage will get an initial rebate of the National Small Business Association.
) o all of the purchases you made. That’s what could
and discounts on prescriptions. happen starting in 2012. Remember, Form 1099-
- Come 2018, you and your insurance company may have to pay an excise tax MISC is used to report payments to independent
Take Action: on “Cadillac plans” that are worth more than the government-set limit. contractors that exceed $600 annually.

re stuck in the “donut hole,” talk to a COSE benefits specialist about
How would you like to send 1099s to Best Buy,

what sort of relief you’ll see, and when. We can provide further details and The impetus behind the excise tax was to encourage businesses and ) o
o ) Costco, your local print shop, the airline company,
develop a plan to help you personally close the gap. individuals to buy only the coverage they need, and not drive up the cost of and everyone else you buy from? Sound like a
medical care due to excessive coverage. paperwork nightmare? Exactly.
Get more details at cose.org/donuthole.
But the result of this excise tax could actually be a mound of paperwork, Why is the federal government going to bother with
all this?

greater costs for both businesses and insurance companies, not to mention

K . _p Y R 4 RANDFATHER — )1 PLAN the insurmountable challenge of administrating and auditing the process, This is part of the bill that attempts 1o close the tax
overall, Ashmus says. gap and claims it will raise a lot of money by having

all employers issue 1099s—an incredible burden,”

Happy with your health insurance coverage? “This will probably not affect small businesses now,” he says. “But what they Ashmus says.
You can keep the plan you have, but it may look a little different. need to be aware of is that unless this gets changed before 2018, they will Take Action:
Effective September 2010. have an incredible paperwork burden and will need to look at simplifying mpomng with your accountant,

plans. “COSE is working on your behalf to get this repealed well before 2018,” and help us lobby on behalf of small business to

If you like the health care coverage you have, you can keep it, but there will be some modi cations. Ashmus reassures. correct this onerous provision.
This is called your “grandfathered plan,” and you can continue offering it to family members, //’ T~
new employees and others currently on the plan or those that are eligible for it. \_Take Action: cose.org/1099

This portion of the bill won’t go into effect until 2018, and you can count

In order to keep your “grandfathered plan” you must do a few things. First, you must on COSE Advocacy to build the case against implementing it.

offer coverage to dependents who are up to 28 years of age by your rst renewal
on or after July 2010. If you hire a new employee, he or she must have access to
health insurance within 90 days of employment. And the plans you provide must
prohibit rescissions (retroactive cancellation) of coverage, except in cases of fraud or
intentional misrepresentation. The plans must also eliminate lifetime limits by the rst
plan year on or after September 23, 2010.

Stay informed at cose.org/excisetax.

J———
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(Take Action;)

“The-health care coverage you had on March 23, 2010 is considered
your “grandfathered plan.” You can keep that plan, but it may look a
little different in the future.

Find out more at cose.org/grandfathered and cose.org/dependent.

*For definition, see page 12. 8



SOME BUSINESSES WILL FACE
MANDATES

Businesses with 50-plus employees will be required to provide health insurance.
Effective January 1, 2014.

If your business employs more than 50 people, and you do not offer health insurance coverage,
you will be assessed a fee. Many COSE businesses can stop reading here... but plenty of
small rms in the position to grow to this capacity, or already operating with a payroll of 50-plus
workers, need to understand the nes they could face if the legislation does stay as written.

Gake Actiun:t‘}\\'

Fornow, sit tight and continue with your health insurance strategy. It's a good idea to
set aside time each year to evaluate your current plan with a COSE benefits specialist
such as Patty Starr, COSE’s senior director of health insurance and benefits. “The

key is to engage in long-term planning for health insurance and manage employee
expectations,” Starr says. Members enrolled in the COSE Health Insurance Program can
schedule a free, 45-minute Benefits Review Session by calling 216.592.2222 or e-mail
customerservice@cose.org.

Read more about mandate specifics at cose.org/employer.

MAKING PERSONAL
RESPONSIBILITY THE LAW

Individuals who don’t receive health insurance through employers must
nd and nance their own.
Effective January 1, 2014.

If you have a car, the State of Ohio requires you to carry vehicle insurance — it’s the law.
The Individual Mandate* for health care works the same way. All U.S. citizens and legal
residents must have qualifying health coverage or a “grandfathered” health plan. If not,
they’ll pay a tax penalty.

The goal is to ensure all individuals are protected with health insurance.

(Take A@

Bmm“égé’s with fewer than 50 employees have no obligation to provide health
insurance, and the Individual Mandate requires that people, who are not supplied with
a plan, buy their own plan.

Stay tuned at cose.org/individual.

CREATING AN INSURANCE
MARKETPLACE

Individuals and small businesses will shop a health insurance
exchange for plans.
Effective January 1, 2014.

The health insurance exchange is a key part of health care reform and real game-
changer for how individuals and small businesses purchase health insurance.

Essentially, there will be a new state marketplace for purchasing health
insurance. “Imagine an Amazon.com where you log in, put in your ZIP code
and age, and the search results get you a selection of insurance rates from
different providers,” Paul says. “That is essentially what the government is
setting up.”

That venue will be called the American Health Bene t Exchange, and it will
provide consumers with information to choose from a variety of plans that
meet a minimum set of standards and levels of coverage.

The idea is to level the insurance playing eld — and since all individuals will be

mandated to carry health insurance, the exchange gives them a marketplace
to buy that required coverage.

This change is down the road, and corrections to the bill could alter how
these exchanges work (and the rules involved) — so stay tuned.

“We will be working through this implementation process to make sure that
everyone gets the information they need as time goes on,” says Eric Tolbert,
COSE’s chairman of the board, and owner at Eric Tolbert & Associates, a

nancial advisory practice of Ameriprise Financial Services.

Take ActiuD
Thehealth insurance exchanges will not go into effect until 2014. Until

then, if you want to see how it could work, check out the state of
Massachusetts’ Commonwealth Connector (mahealthconnector.org).

Click on “Find Insurance” and follow the prompts including filling in your

family size, age and ZIP code.

Learn more at cose.org/hie.

*For definition, see page 12.

COUNT ON COSE

While health care reform will result in some
changes in the health care market and the

way health care will be acquired and managed,
what won’t change is COSE’s commitment

to continue to support the small business
community in whatever way we can with this
process. Like always, you can continue to rely
on COSE for information about health insurance
plans and guidance on making important
decisions that best suit your business.
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FAQS

@/Q: Do | have to offer my employees health insurance?

Lo
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A: Starting in 2014, employers with 50 or more employees will either have to offer health
insurance or pay a penalty. L
cose.org/employer "

E/Q: How do | get the small business tax credits?
A: You may be eligible for some tax credits if you have up to 25 employees making less
than $50,000. Find out if you're eligible with our online calculator at:
cose.org/calc

W/ Q: Will my insurance costs go up?
A: We do know that the universal trend of health insurance cost increases will continue.
However we will not know by how much until the major changes go into effect in 2014.

Q/Q: | don’t have insurance due to a health condition. Am | able to get it now? .
A: You may be eligible to participate in the high-risk pool.
cose.org/hrpool

Q(Q: I’'m happy with my plan. Can | keep it?
A: You can keep the plan you have with certain modi cations.
cose.org/grandfathered

E(Q: What sort of extra reporting am | going to be responsible for now?
A: As sections of the bill phase in, you may have to include health care costs on
employees’ W-2s, and submit 1099s to all vendors.
cose.org/1099

E( Q: Am | going to have enough health care coverage for my needs?
A: There will be a lot of choices on the health insurance exchange, and you can
continue on your current plan if you choose.
cose.org/grandfathered
cose.org/hie

Q/Q: How will I know when | need to act on these health care changes?
A: This Health Care Reform Gameplan™ is the rstin a series of educational tools
COSE will provide to help you fully understand the changes, and exactly what actions
you need to take. Count on us to walk you through the steps, and call us anytime with
questions and concerns. We’ll connect you with the best resources for your business.

» Get more details at cose.org/healthcarereform.

JARGON RELIEF

HSAs, FSAs and HRAs:

Health Savings Accounts (HSASs):
Combines a quali ed high-deductible
health plan with a tax-advantaged
savings account, allowing employees
to save and pay for routine medical
expenses with pre-tax dollars.

Health Reimbursement Arrangements
(HRASs): An employer-funded account
that provides reimbursement for
speci ¢ employee and dependent
medical expenses.

Flexible Savings Accounts (FSAs):
Plans that allow employees to save
money by paying for health insurance
premiums, out-of-pocket medical
expenses, and child-dependent care
expenses with pre-tax dollars.

HELP!

Bene ts Review Sessions

Qualified Medical Expense:
Eligible for reimbursement from
HSA or HRA.

Cafeteria Plan:
Employees can access bene ts through

pre-tax salary payroll tax withholding.

Net Investment Income:

Income received from investment assets.

Health Insurance Exchange:

Online resource offering individuals
and small businesses the opportunity
to purchase coverage from a variety
of insurers.

Cadillac Plans:

Plans with an annual cost exceeding

$10,200 for individuals or $27,500 for
families, excluding vision and dental.

Members enrolled in the COSE Health Insurance Program can sign up for a free
Bene ts Review Session. Each 45-minute session allows you to sit down, one-
on-one with one of our bene ts experts and sort out any confusion you may have

about your current bene ts package.

cose.org/brs

2/6.572. 2462

Excise Tax:
Forty percent tax on bene ts that
exceed the thresholds of a Cadillac plan.

Corrective Legislation:

Future legislation that will change
technical issues, errors and omissions
in the law.

High-Risk Pool:

Safety net for those who have been
denied coverage due to a pre-existing
condition. Or for those with restricted
coverage or extremely high rates.

Individual Mandate:

Individuals will be required to have
coverage that meets regulations or be
subject to a tax.

Advmclr ® co se.-OtJ
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216.592.2468 | COSE.ORG/HEALTHCAREREFORM

This COSE Health Care Reform Gameplan™ is intended to provide information and insight with respect to the new health

care reform legislation. The health care reform information in this publication and COSE’s Web site is general and educational
in nature, may not re ect all recent legal, legislative or regulatory developments, and may not apply to the speci c facts and
circumstances of individual transactions or cases. Readers should consult with quali ed legal counsel before acting on any
information in this publication or COSE’s Web site. COSE accepts no responsibility or liability for any claims, losses or damages
that might result from use of health care reform information contained in this publication or COSE’s Web site.
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