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2013 Healthcare Reform Changes
By Frank Plum Partner at PayDay Payroll Resources Inc.
Today is November 7th 2012

. Besides being the day that my son Connor
celebrates his 4th birthday, it is also a day that President Obama is celebrating his re-election
victory over Republican candidate Mitt Romney. I promise that I am not writing this article to
talk about politics or elections, however now that we know who the President will be for the
next four years, I figured it would be a good opportunity to point out some major changes that are
going to take effect on January 1 2013. Specifically the changes that relate to employers and
employees which President Obama signed into law on March 23rd 2010. The bill is called the
Patient Protection and Affordable Care Act (PPACA), or better known as Obamacare.
Pilot Dave Dempsey and his son, Nate

T

he takeoff was noisy but uneventful,
although we did take an immediate
sharp turn towards the shore that
made me a bit uneasy. But I found
out later in the flight that uneasy can
lead to queasy in a hop, skip, and a puddle
jumper instant.
We flew at 300-500 ft. initially, but I was informed that aerial maneuvers had to be at a
higher altitude. So we climbed in the azure blue
sky up to 1,500 ft. amidst the puffs of cotton
that had only moments before been wisps of
clouds in the far away sky.
Some static came over the headphones that
sounded a bit like, “Prepare yourself for a Loop
Roll (my preference would have been Kaiser or
sweet), Reverse Cuban (I prefer mine straight
up), and Hammerhead (The name I was calling
myself for taking on this insane assignment).
We then began a series of loops, twists, and

I donned a Snoopy
type helmet and
contorted my way
into the…FRONT
SEAT?
turns that left my stomach somewhere near
Lucy the Elephant. It was only then I realized I
greatly preferred a “g-string” to “g-force.”
When the maneuvers were complete, I
checked my pockets for my car keys and my
throat for my heart. We landed with a minor
“thump” as I whispered a hearty “Hail Mary”
when we mercifully came to a halt.
So if you have a hankering for heights and a
daring disposition, I suggest you give this a try.
But it’s probably a good idea to have lunch after
you land. n

1. Effective 1/1/2013 Medicare withholding tax will increase from 1.45% to 2.35%.
•A
 pplies to employment income in excess of $250,000 if married, or $200,000 if single.
•M
 edicare tax on self-employment income will increase from 2.9% to 3.8%.
• 3.8% Medicare tax imposed on net investment income for taxpayers with modified adjusted gross income over $250,000 if
married, or $200,000 if single.
2. Effective 1/1/2013 Health FSAs are limited to $2,500 (subject to annual indexing for inflation).
• Limit a pplies only to employee salary deferrals and not to employer non-elective FSA contributions.
•	An employee covered under a qualified HDHP with an HSA can use the HSA for qualified medical expenses.
• IRS has said cafeteria plan documents do not have to be amended immediately, but just before the end of the 2014 calendar year.
3. On 1/1/2013 HHS will evaluate each state’s progress in establishing its health insurance exchange. If progress is deemed
insufficient, HHS can step in to establish and run the state’s exchange effective 1/1/2014.
• The exchange applies to the individual and small group markets (< 100 employees) initially; employers > 100 employees can
join exchange in 2017.
• It’s too early to know which carriers will participate in each state’s exchange, which plans will be offered and how much
exchange-based coverage will cost (due to no PECs, guaranteed issue, community rating and a weak individual mandate).
4. For W-2s to be issued in January 2013 (i.e. 2012 Tax Year), employers issuing more than
250 W-2s will be required to report the aggregate cost of employer-sponsored health care coverage on their employees’ W-2s.
• T his does not mean the value of health coverage will become taxable income;
• Does not apply to Health FSAs if contributions only occur
through salary reduction (i.e. IRC 125 pre-tax elections); and
• Does not include Dental and/or Vision coverage that is considered limited scope or unbundled from Medical/Rx benefits;
and
• Does not include any amounts contributed to a HSA (but continue reporting on HSAs inbox 12 using code W); and
• Does not include costs under an EAP, wellness program, or onsite medical clinic if the employer does not charge a premium
for that coverage under COBRA.
5. On 3/1/2013 employers will need to provide their employees
notice about the future availability of a health insurance exchange in their state.
6. By 7/31/2013 insured and self-funded plans will pay $1/
member to fund comparative effectiveness research of medical
treatments by the new non-profit Patient Centered Outcomes
Research Institute.
• This requirement took effect 1/1/2012 for calendar year plans.
• Employers will use revised IRS Form 720 to remit the fees.
• Fees for plan years beginning 1/1/2013 will be $2/member.
7. By 12/31/2013 group health plans must certify they are in
compliance with HHS rules on electronic transactions between
health providers and health plans.
The changes above reflect the reforms for the year 2013. The
Patient Protection and Affordable Care Act will reform healthcare each year through 2018 as it stands now. If you would like
to know more about Health Care Reform and how PayDay Payroll Resources can help you and your business, please contact
Frank Plum at 856-430-6006 or fplum@paydaypr.com.
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