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The Coming Cost of Health Insurance

Two new laws—rthe
Patient Protection and
Affordable Care Act of
2010 and the Health
Care and Education Tax
Credits Reconciliation
Act of 2010—have been
passed by Congress and
signed by President
Obama. As described
in the June 2010 issue
of CPA Client Bulletin,
some provisions take
effect in 2010,
Generally, however,
the new legislation will
phase in over the next decade. In 2014,
one of the major provisions of the new
legislacion will take effect: most people
will be required to have health insurance.
Three primary ways to fulfll this
requirement would be enrollment in
Medicare or Medicaid, coverage by an
employer-sponsored health plan, or
purchase of any health insurance plan or
policy marketed to individuals as long
as the plan primarily covers medical
benefits. You can't comply with this future
legislative requirement, however, by buying
long-term care insurance.

Paying the penalty

What if 2014 arrives and you have no health
insurance? You'll have to pay a penalty on
your federal income tax return. This penalty

will be the greater of (1) a flat dollar amount
or (2) a percentage of your household income,
both of which will be phased in over the
course of three years. In 2014, the flat dollar
amount will be $95 per adult and the income
percentage will be 1%. In 2015, the penalty
increases to $325 per adult for the flat dollar
amount and 2% for the income percentage
amount. By 2016, the penalty will be fully
phased in with a flac dollar amount of $695
per adult and an income percentage of 2.5%.
In subsequent years, the $695 number will
be indexed for inflacion while the income
percentage will remain at 2.5%

Each year, the flat dollar amount for
uninsured minors will be one-half the
adulr fine. The flac dollar amount per
family is capped at three times the adult
fine for the year.
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The new health insurance
legislation contains more
than $400 billion in new
taxes on employers and
individuals.


















