HEALTH CARE ACT TIMELINE
The following is a brief synopsis of some of the items covered in the 2010 Health Care Act.  It is not intended to be all inclusive and some of the details are yet to be worked out by the Internal Revenue Service.  Please contact Erica Harriman CPA, LLC for details specific to your situation.
Year 2010
· Tax credits are available for employers providing health insurance benefits to employees:
To be eligible the employer generally must not have more that 25 full-time equivalent employees employed during the year, and those employees must have annual full-time equivalent wages that average no more than $50,000.  The full credit is available only to an employer with 10 or fewer employees with wages less than $25,000.  The employer must pay the employees’ premiums during the year and claim the credit at the end of the year on its income tax return.
The credit is available for years 2010 thru 2013.  An additional credit is available after 2014 with tighter restrictions.
· Health coverage for dependents now covers adult children up to the age of 26:
If employers offer health insurance that covers dependent children, then the coverage must continue until the children turn 26 as long as they are still a dependent. 
· A 10% excise tax on indoor tanning services beginning July 1st:
The IRS is revising Form 720 to add a line for the indoor tanning services tax.  Form 720 is filed quarterly.  The first return to reporting the indoor tanning services tax is due on October 31, 2010 for the third quarter period including July, August and September 2010.  Service providers who do not file Form 720 and remit the tax by the due date may be subject to a penalty.  This also includes any person who intentionally fails to collect and remit the tax.  

· Student loan forgiveness programs:
Forgiven student loans are normally included in taxable income.  However, for amounts received under any state loan repayment program or loan forgiveness program benefitting persons working as health professionals serving in areas in which the state has determined to have a shortage of such professionals, forgiven loans will no longer be considered taxable.
Year 2011

· Value of employees health insurance must be reported on W-2s:
An employer must disclose the value of the employee’s health insurance coverage sponsored by the employer on each employee’s annual W-2.  If dental, vision, and health plans are paid for by the employer as well, they must also be included on the W-2.  The amounts will likely be reported in box 12 of the W-2, similar to where other payroll benefit contributions are currently reported.
· Changes to eligible medicines and penalties for FSAs and HSAs:
Over-the-counter medicines must be prescribed by a doctor if reimbursed by flexible spending arrangements and HSAs. Penalty for nonqualified use of HSAs rises to 20%.

Year 2012
· New Form 1099 reporting requirements for payments exceeding $600:
Corporations are no longer excluded from the Form 1099 requirements.

In addition to services, Form 1099s must also include payments for goods.

Because financial institutions are required to report all credit card receipts to the IRS, the IRS is currently evaluating regulations to eliminate duplicate reporting of credit card payments on Forms 1099.
Example:  Under current rules, a Form 1099 would need to be issued to Staples  if purchases exceed $600, however if you paid Staples by credit card, this would be a duplication of reporting.  It is likely that Form 1099 preparers will be required to exclude purchases made with credit cards from the Form 1099, however legislation isn’t there yet.

Year 2013
· A surtax of 0.9 % will be added to the 1.45% hospital insurance payroll tax paid by high-income earners:
An additional .9% will be imposed on wages in excess of $200,000 for individual taxpayers ($250,000 for joint filers, $125,000 for married taxpayers filing a separate return). This will be included in the social security taxes withheld from employee’s wages and will not need to be matched by employers.  It will also be imposed as part of self-employed earnings, but not eligible for the income tax deduction for half of self employment taxes.
· An additional 3.8% tax on unearned income of high-income individual taxpayers:
This tax is will generally be on income from interest, dividends, annuities, royalties, rents and capital gains.  It will also include foreign earned income. The threshold amounts are $250,000 for joint returns, $125,000 for a married individual filing a separate return, a $200,000 for all others.
· Medical expense deduction on Schedule A rises from 7.5% to 10% of adjusted gross income before being allowed:
Currently, medical expenses not compensated by insurance or otherwise, may be deducted to the extent it exceeds 7.5% of adjusted gross income (the amount on the bottom of page 1 of the Form 1040) if the taxpayer itemizes on Schedule A.  The floor will increase to 10% starting in tax year 2013.
· Flexible spending arrangement contributions capped at $2,500: 
Cafeteria plans will limit the amount an employee can set aside for medical expenses to $2500 per year and will be indexed for inflation beginning in 2014.
· Deductions are eliminated for employers providing benefit for retirees with government subsidies under Medicare Part D:
Sponsors of qualified retiree prescription drug plans were eligible for subsidy payments from the Secretary of Health and Human Services for a portion of each qualified covered retiree’s gross covered prescription costs. The subsidy payments were not includable as income; however the full cost of the benefit could be claimed as a business deduction.  Effective for years beginning in 2013, the business deduction must be reduced by the amount of the subsidy.

Year 2014
· Penalties for taxpayers who do not have required health care coverage:
U.S. Citizens or legal residents must maintain minimum essential health care coverage (Medicare, Medicaid, Children’s Health Insurance Program, eligible employer-sponsored plans, plans in the individual market, certain grandfathered group plans) or they will be assessed a penalty on their income tax return.
Coverage requirements do not apply to:

· Individuals whose required contribution for employer sponsored coverage exceeds 8% of household income for the year.
· Taxpayers with income below the tax filing threshold.
· Exempted for religious reasons (must be recognized religious sect exempting them from self-employment taxes).
· Individuals residing outside of the U.S.

· Individuals who are incarcerated or not legally present in the U.S.

· All members of Indian tribes.
· Tax credit available for participating in health exchanges:
Each State is required to establish an “American Health Benefit Exchange” and requires insurers to provide QHPs to be sold on these Exchanges. Individuals whose household income is at least 100% but not more than 400% of the federal poverty line and who don’t receive health insurance under an employer plan will be allowed a refundable tax credit for the premiums paid during the tax year for QHP insurance coverage purchased on the Exchange.

· Large employers may pay health coverage excise tax:
Employers with at least 50 full-time employees that don’t offer health care coverage for all its full-time employees, offers minimum essential coverage that is unaffordable, or offers minimum essential coverage that consists of a plan under which the plan’s share of total allowed cost of benefits is less than 60%, must pay a penalty if any full-time employee is certified to the employer as having purchased health insurance through a state exchange.

· Employers providing health plans must provide “free choice” vouchers to nonparticipating employees:
Employers offering minimum essential coverage through an eligible employer-sponsored plan and paying a portion of that coverage must provide qualified employees with a “free choice” voucher whose value can be applied to the purchase of a health plan through the Insurance Exchange.  The employer treats the voucher it pays as an amount for compensation for personal services actually rendered.  The free choice voucher equals wages if the amount exceeds the cost of insurance purchased.  To be a qualified employee, they must not participate in the employer-sponsored plan, their required contribution for minimum essential coverage must exceed 8% but does not exceed 9.8% of household income, and their total household income must not exceed 400% of the poverty line for the family.
Year 2018
· High-cost health insurance plans hit with 40% excise tax:
Insurers will be subject to a nondeductible excise tax if the total value of employer-sponsored health insurance coverage exceeds a threshold amount.
The threshold dollar amount is $10,200 for individual coverage and $27,500 for family coverage.  These thresholds have increased amounts for employees engaged in high risk professions such as law enforcement, emergency medical technicians, construction workers, fishermen, and farmers.

The Treasury is in the process of defining regulations and forms for many of the above items. Some of the items are still being debated in the Legislature.  Please contact us for more information before making any major decisions based on the above information.
