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A prescription for confusion
— and for profi t

It has been about three years since President Obama 
signed the comprehensive Patient Protection and A! ord-
able Care Act, and for many there  remain more questions 
than answers. While some components of the ACA are 
already in e! ect, several major requirements still loom 
ahead for businesses, as well as individuals, and it is likely 
that some will be turning to their accounting professional 
for advice in navigating the complexity of the act. 

“If accountants are not talking to their clients 
about this, they are missing the boat,” said Bill Smith, 
managing director in the National Tax O"  ce of Top 100 
Firm CBIZ MHM, in Bethesda, Md. “Accountants are the 
ones who should be crunching the numbers as to the 
# nancial impact.”

Several industry sources agree that health care 
reform, while it is bene# ts-driven, does represent some 
opportunities for those within the accounting profession 
as businesses toil to understand their responsibilities 
under the ACA and the potential # nancial implications. 

START WITH STARTING
First and foremost, the message for clients: $ e law is here 
to stay, so don’t put o!  planning. At CBIZ, for example, 
the # rm has been proactive in trying to educate clients 
and has developed proprietary software to help them 
understand the # nancial impact of the ACA — especially if 
they are a larger company.

It is likely that, like CBIZ, many accounting # rms are 
# nding themselves increasingly # elding questions from 
business clients as to their obligations under the ACA.

Perhaps one of the most important components 
of the ACA that will impact businesses is the employer 
mandate for “large businesses,” which has been delayed 
a year to Jan. 1, 2015. “$ is is designed to meet two goals. 
First, it will allow us to consider ways to simplify the 
new reporting requirements consistent with the law. 
Second, it will provide time to adapt health coverage and 
reporting systems while employers are moving toward 
making health coverage a! ordable and accessible for their 
employees,” stated Assistant Treasury Secretary for Tax 
Policy Mark Mazur, in a memo dated July 2.

Also delayed a year are the mandatory employer and 
insurer reporting requirements, including identi# cation of 
full-time employees and their months of coverage, under 
IRS Code Sections 6055 and 6056. While not required, 
employers are encouraged to voluntarily comply with the 
reporting requirements for 2014.

Beginning in 2015, those employers with 50 or more 
full-time equivalent employees that do not o! er coverage 
and have at least one full-time employee who receives a 

premium tax credit may face a tax of $2,000 per full-time 
employee, excluding the # rst 30 employees.

Furthermore, if a larger employer o! ers minimum 
essential coverage to full-time employees and their 
dependents but the coverage is una! ordable to certain 
employees or does not provide minimum value, an 
employer may face a tax of: 

$ e lesser of $3,000 times the number of full-time 
employees receiving a premium assistance tax credit; or,

$2,000 times the total number of FTEs (excluding 
the # rst 30 employees from the assessment).

According to a Congressional Research Service 
report titled Potential Employer Penalties Under the Patient 
Protection and A! ordable Care Act, the Congressional 
Budget O"  ce estimates that employers will pay $130 
billion in penalty payments over a 10-year period.

While businesses with more than 50 full-time-
equivalent employees may now have an extra year to 
comply with the mandate, accounting professionals 
should urge clients not to rest on their laurels. “Even 
though [the employer mandate] has been put o!  a year, 
there is a tremendous amount of planning that businesses 
need to do, and I think it is  good that they have an extra 
year,” Smith said. 

“Because that has been delayed a year, I think 
the planning for that may be delayed too,” added Mark 
Luscombe, CCH principal federal tax analyst.

WHERE THE DEVIL IS
Much of the planning and complexity lies within 
the details — and there are a lot of details. For some 
businesses — especially those on the cusp of 50 full-time 
employees and those with seasonal and part-time help 
— determining whether they are a large or small business 
can be complex. “I’ve had several calls from CPA # rms 
asking to help them help their clients [determine if they 
are a small or large business],” said L. Lamar Blount, who 
is a CPA and president of Atlanta-based American Bene# t 
Advisors, an independent insurance broker. 

Echoing the sentiment, Bill Mattingly, president of 
Cape Coral, Fla.-based accounting # rm Mattingly Zsebe, 
said that when companies have seasonal and part-time 
employees, the calculation “gets convoluted.” 

To help illustrate this point, take the one-employer 
example provided in the Congressional Research Service 
report, which reads as follows: “Consider a # rm with 35 
full-time employees (30 or more hours). Assume the # rm 
also has 20 part-time employees who all work 24 hours per 
week (96 hours per month). $ ese part-time employees’ 
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1. Why are business clients 
turning to their accountants for 
help with the ACA?
CPAs will fi nd themselves on the front lines of the 
Affordable Care Act implementation, as much of the ACA will 

be administered through 
the Internal Revenue 
Code and by the Internal 
Revenue Service. In fact, 
the IRS Inspector General 
calls the ACA “the largest 
set of tax law changes the 
IRS has had to implement 
in more than 20 years.” In 
general, business owners 
are aware of the ACA tax 
provisions and penalties 
for noncompliance, and 
most are counting on their 
CPAs for advice concerning 
exposure to the penalties 
and potential ways to 
avoid or reduce them. 

2. How are you 
helping them handle 
the complexities of 
health care reform?
Thomson Reuters offers a 

variety of resources to enable accounting fi rms to cut through 
the complexity of health care reform, including online news via 
Checkpoint to stay abreast of ongoing developments; webinars 
and online video courses via Checkpoint Learning; Gear Up 
live seminars; RIA analysis of the law and regulations; PPC and 
EBIA practical implementation guidance; a new ACA Decision 
Support Tool available on Checkpoint; a new Quickfi nder 
handbook for quick reference; a Checkpoint Community for 
collaboration with other professionals; and a host of client 
development materials to help educate clients and generate 
new business.

Thomson Reuters is the world’s leading source of intelligent 
information for businesses and professionals. We combine 
industry expertise with innovative technology to deliver critical 
information to decision-makers in the fi nancial and risk, legal, 
tax and accounting, intellectual property, science and media 
markets. Thomson Reuters Checkpoint is the industry-leading, 
award-winning online service that provides research, news, 
analysis, and productivity tools to clients, including 99 of the Top 
100 U.S. CPA Firms, 97 of the Top 100 Law Firms, and 96 of 
the Fortune 100. Checkpoint Learning offers webinars, online 
and self-study courses, and live seminars and conferences. 
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hours would be treated as equivalent to 16 full-time 
employees for the month, based on the following calculation 
— 20 employees x 96 hours/120 = 1,920/120 = 16. !us, in this 
example, the "rm would be considered a ‘large employer,’ 
based on a total FTE count of 51 — that is, 35 full-time 
employees plus 16 FTEs based on the number of part-time 
hours worked.” Overall hours worked by part-time employees 
during a month are added up, and the total is divided by 120 
and added to the number of full-time employees to get the 
number of FTE workers, the report explains.

A CPA “needs to really understand how that is computed 
… the devil is in the details,” said Tom Watson, managing 
partner in the Dallas-Waco practice of Top 100 Firm BKD. “I 
think a CPA can do a lot to help a client forecast growth and 
keep those computations in mind.”

!en there’s the “measurement” or “look-back” period, 
which allows an employer to measure how many hours an 
employee averaged per week during a de"ned period of 
between three and 12 months. And those employers who do 
provide health insurance coverage must ensure that they are 
providing “a#ordable and adequate coverage” to employees 
and their dependents.

“If I was a CPA "rm, I would get a relationship with an 
independent insurance broker and tie that broker into the 
client,” advised Jim Paille, director of operations at myPay 
Solutions at !omson Reuters, noting that many clients 
may turn to their CPA "rm to help them determine if their 
insurance plan is a#ordable — an area that doesn’t fall within 
a CPA’s expertise.

“It is a very intricate and tricky part of the regulation 
that most employers don’t understand,” said Blount, who 
also recommends that CPAs in public practice develop a 
relationship with a broker to help them better serve clients.

TO PLAY OR PAY?
Aside from speculation that the employer mandate could 
prompt businesses to trim their sta# of full-time employees 
and hire more part-timers, there’s also a buzz that some “large 
employers” may deem it more "nancially feasible to simply 
pay the penalty, rather than o#er insurance.

Several accounting professionals are currently helping 
some of their clients weigh the cost of the penalty compared 
with o#ering health coverage to their employees.

BKD’s Watson acknowledges that some employers may 
"nd it cheaper to drop health coverage and pay the penalty, 
but he warns that there are a few concerns to consider: !e 
penalty may be a#ordable now, but what will it be "ve years 
from now? And those employers that don’t have employer-
sponsored plans may "nd it di$cult to recruit talent.

Watson said that — as of right now — he is not seeing 
many businesses dropping employer-sponsored health plans. 

Citing Deloitte’s 2012 Survey of U.S. Employers: Opinions 
about the U.S. Health Care System and Plans for Employee 
Health Bene!ts, Don Barbo, who is a director with Deloitte 
Financial Advisory Services LLP in the life science and health 
care industry team in Dallas and specializes in health care 
business valuations, said that most companies do not intend 
to drop health bene"ts coverage. 

!e survey, consisting of 560 companies with 50 or 
more employees, found that only 9 percent of companies 
representing 3 percent of the workforce anticipate dropping 

coverage in the next one to three years, versus 81 percent of 
companies representing 84 percent of the workforce that plan 
to continue o#ering coverage. Approximately 10 percent of 
companies representing 13 percent of the workforce are not 
sure. !e driver that may lead employers to consider dropping 
coverage: prohibitive cost. 

However, Barbo commented that the survey results 
varied signi"cantly from industry to industry, with retail 
and manufacturing on the high end (22 and 17 percent, 
respectively) of employers indicating that they intend to drop 
health insurance coverage for their employees), and service 
and wholesale employers on the low end (7 and 0 percent, 
respectively) of companies that don’t intend to drop coverage.

!ere is some speculation, though, that once the health 
insurance exchanges are fully operating , if they prove to be 
e$cient, some businesses could exit from coverage in the 
coming years. !ere is also speculation that legislators could 
increase employer penalties in the future.

ON THE SMALL SIDE
As illustrated earlier, a small business may — at "rst glance 
— not seem to fall within the de"nition of a “large business” 
because it has fewer than 50 FTEs, but it needs to be careful 
not to overlook any part-time employees it may have.

If a business is truly a “small business” with fewer than 
50 full-time equivalent employees, then they are not subject 
to the employer insurance mandate and — if small enough 
— may qualify for a tax credit.

!e U.S. Small Business Administration states that, since 
2010, businesses that have fewer than 25 full-time equivalent 
employees, pay average annual wages below $50,000, and 
that contribute 50 percent or more toward employees’ self-
only health insurance premiums may qualify for a small-
business tax credit of up to 35 percent to help o#set the costs 
of insurance.  In 2014, this tax credit goes up to 50 percent and 
is available to quali"ed small employers that participate in the 
Small Business Health Options Program, or SHOP. !e SHOP 
marketplace is a program designed to simplify the process of 
buying health insurance for small businesses.

“For a small business … accountants should be running 
the numbers to see if they qualify for the credit,” added Smith. 

What about individuals? Many industry sources agree 
that perhaps the biggest change now facing individuals is the 
individual mandate and the requirement to have coverage 
or pay a penalty. Enrollment for the Health Insurance 
Marketplace opens October 1.

!ose individuals without coverage pay a tax penalty of 
the greater of $695 per year up to a maximum of three times 
that amount ($2,085) per family or 2.5 percent of household 
income. !e penalty will be phased-in as follows: $95 in 2014, 
$325 in 2015, and $695 in 2016 for the %at fee, or 1 percent 
of taxable income in 2014, 2 percent income in 2015, and 
2.5 percent in 2016. Beginning after 2016, the penalty will be 
increased annually by the cost-of-living adjustment.

“Clients have a lot of questions,” said Joe Fulwiler, a CPA 
and attorney who serves as a partner at Sco"eld & Sco"eld 
in Austin, Texas. “!e act is confusing, and it is changing. 
!ere are various challenges to it working through the court 
system. !e president has announced that implementation 
for businesses (but not individuals) will be delayed until 2015. 
… Congress continues to consider other amendments to the 
act as well. And the states are scrambling to decide whether 
to build their own exchanges or pass the job to the federal 
government. So, there is a lot still in %ux.”

OPPORTUNITIES IN CHAOS
!ere are clearly many moving parts to the ACA, and the 
uncertainty surrounding its full impact is palpable. For some 
accounting professionals, that is translating into additional 
revenue for consulting services and an additional opportunity 
to serve as a trusted advisor for clients.

At CBIZ, for example, the "rm has expanded its menu 
of consulting services to include ACA-related services and 
developed proprietary software, internally referred to as 
the Healthcare Reform Analyzer Tool, which performs 
assumptions using actual employee census data. Smith noted 
that throughout the "rst half of the year, he conducted about 
25 ACA-related seminars in more than a dozen di#erent cities.

At BKD, Watson said that the "rm has designated 
champions in each practice unit to serve as go-to experts 
for questions on health reform. !e "rm is also conducting 
lunch-and-learns to help educate clients on the ACA.

Mattingly of Mattingly Zsebe said that the "rm isn’t 
charging a fee for ACA-related consulting services, but is 
striving to enhance customer service by helping to educate 
clients on the implications of the ACA as it happens.

“We made a concerted decision not to spend our time 
and money on something [that is changing], so we decided 
to tackle the act as it happens,” said Mattingly. “Right after 
the tax season we started working with businesses with more 
than 50 employees.” AT

KEY UPCOMING DEADLINES 

2013
October 1: Open enrollment for health insurance 
coverage through the Health Insurance Market-
place begins
October 1: SHOP Marketplace opens enrollment 
for employers with 50 or fewer full-time equivalent 
employees 
October 1: Employers must provide a notice of 
coverage options to each employee

2014
Individuals and employees of small businesses 
gain access to coverage on the Health Insurance 
Marketplace 
SHOP Marketplace opens to employers with 50 or 
fewer full-time equivalent employees
Individual mandate for health coverage
Medicaid expansion

2015
January 1: Employer “play-or-pay” mandate
Employer information reporting to the IRS on 
employee coverage 

2016
All SHOP exchanges will open to employers with 
up to 100 FTEs

2017
States may open exchanges to businesses with 
more than 100 employees

2018 
40 percent excise tax on high-cost health plans
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