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Educate your workforce about common concerns including eligibility, 
deductibles, copays and out-of-pocket costs under different coverage options

BY ROBERT S. SHEEN

ACA OWNER’S MANUAL
PART 4 OF 5

What Employees Need to Know 

Starting in 2014, the “Individual 

Mandate” of the ACA required 

everyone in the United States get 

health coverage or pay a penalty. 

For 2014, that penalty (technically an excise tax) 

was typically $95 per person, per household. 

So, if your employee has a spouse and two kids 

who are not covered by a company or individual 

insurance plan, he or she will have to pay a tax 

penalty of nearly $300 for those three uninsured 

family members. That penalty goes up every year; 

it more than tripled for 2015, and will increase 

by six times for 2016. 

What are an employee’s healthcare options? Typically, 
there is the company’s healthcare plan. The employee can 
also choose coverage through a healthcare exchange. 
Depending on whether the company’s healthcare plan fails 
to meet certain requirements for affordability and minimum 
value, the employee may also be eligible for a subsidy to help 
pay for healthcare coverage bought through an exchange. In 
addition, your employees and their family members may also 
be eligible for Medicaid, CHIP (for children), TRICARE and/
or Veterans Care. 
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Health plans in the individual or group market, including those 
through the exchange, as well as coverage under Medicaid and 
CHIP, must include coverage for 10 “essential health benefits.” 

1.	 Doctor visits 
2.	 Emergency services
3.	 Hospitalization 
4.	 Maternity and newborn care 
5.	 Mental health 
6.	 Prescription drugs 
7.	 Rehabilitation services and devices to help you recover 

from injury or disability
8.	 Lab services 
9.	 Preventative and well-being services 
10.	Pediatrics

As your employees evaluate their various options for health-
care coverage, they need to consider what they will have to pay 
for each available option and how the benefits compare. It’s 
important for employees to consider all of the costs—not just 
the most visible part, the monthly premium. 

The deductible is what each of us has to pay first, before 
the insurance company will pay for medical services. It’s impor-
tant to note that health insurance deductibles are on an annual 
basis, which means that once you pay the deductible for the 
year, you are finished. 

Two other important parts of total 
healthcare cost are copay and coinsur-
ance. Copay is what is paid every time 
you visit a doctor’s office. For example, 
your plan might require a $25 copay 
every time you visit your doctor. 

Coinsurance is similar to a copay, but 
is a percentage, rather than a fixed dollar 
amount. So, if your plan has 20 percent 
coinsurance and the cost for a medical 
service is $100, you pay $20. 

Another part of the healthcare cost 
total is out-of-pocket costs. If you receive 
medical services that are not covered by 
your insurance plan, you are responsible 
for paying for those services out of your 
own pocket, with no help from insurance. 
When looking at available healthcare 
options, your employees should compare 
the total costs for each—including premi-
ums, deductibles, copays, coinsurance 
and out-of-pocket costs. 

Your employees must also consider the 
enrollment window. Typically, a company 
healthcare plan specifies a window of 
time when employees can enroll in the 
plan. Similarly, the exchanges have spe-
cific periods during the year to sign up.

The only time an employee can enroll outside of these  
specific windows of time is when he or she has a life-changing 
event, such as starting a new job, getting married or having a 
baby. A life-changing event allows for “special enrollment.” Only 
Medicaid has no open enrollment window; those who qualify 
for Medicaid can enroll at any time.

Your company may offer healthcare coverage not just for your 
employees but for their families as well—typically at a higher 
monthly premium for the whole family than for the employee 
only. Many companies will pay a portion of the monthly premium 
for individual or family coverage, and the employee will pay the 
remainder. For example, your company may pay 40 percent, 
with your employees paying the remaining 60 percent. 

What does that mean to your costs and theirs? Let’s say 
the premium for employee-only coverage is $300 per month, 
while for family coverage it is $800 per month, and the com-
pany contributes 40 percent. For individual-only coverage, your 
employee will pay a monthly premium of $180 (60 percent of 
$300), while for family coverage their portion will be $480 (60 
percent of $800). Your company pays the balance. Remember, 
premiums are only a part of total healthcare costs. 

Earlier, I briefly mentioned coverage through an exchange. 
An exchange is a government-run marketplace where consum-
ers can buy health insurance for themselves and their families, 
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selecting from plans offered by a number 
of health insurance companies. 

The cost of exchange plans will vary 
based on the benefits offered. There are 
Bronze, Silver, Gold and Platinum plans 
available. The higher the level, the more 
expensive the monthly premium, but the 
greater the benefits. Bronze level plans 
pay 60 percent of covered expenses, 
while Silver plans pay 70 percent, Gold 
plans pay 80 percent and Platinum plans 
pay 90 percent. The consumer pays the 
balance: 40 percent of expenses for 
Bronze plans and only 10 percent for 
Platinum plans. 

Anyone can buy health coverage from 
an exchange. Costs will depend on the 
metal level of a plan, as well as the con-
sumer’s age and where he or she lives. 
Coverage through an exchange may cost 
your employee less than your company’s 
health plan. 

Another potential healthcare option 
is Medicaid. A government program, 
Medicaid pays for comprehensive 
healthcare benefits at low or no cost—no  
premiums, and much lower or no copays 
and deductibles. 

Many states have expanded Medicaid 
eligibility so individuals with higher 
incomes qualify, and assets are no longer 
a criterion for eligibility. If your state has 

expanded Medicaid, the program may be 
a cost-effective option for your employ-
ees to consider. 

Another government health program 
is the Children’s Healthcare Insurance 
Program (CHIP), which is basically 
Medicaid for kids. Income limits for CHIP 
are higher than for Medicaid for adults. 
So, even if the father and mother do 
not qualify for Medicaid because their 
income is too high, the child may still 
qualify for CHIP. 

Similarly, employees covered under 
your company’s health plan may still be 
able to enroll their kids in CHIP. Some 
of your employees may be veterans or 
the spouse of a veteran, and qualify for 
VA or TRICARE coverage, which offers 
benefits with no or low deductibles  
and copays. 

Overall, your employees are likely to 
need assistance evaluating their health-
care options. To prepare for questions 
from your employees, you may want to 

ask your insurance carrier or other advi-
sor to help with answers to the following:
•	 How much will I pay if I enroll my 

family on the available company 
healthcare plan? 

•	 	How much will pay if I enroll my family 
on an exchange plan?

•	 	If we qualify, how much will I pay to 
enroll myself and/or my spouse  
in Medicaid?

•	 If my children qualify for CHIP, how 
much will I pay to enroll them?

•	 	How much will I pay in tax penalties 
for not having healthcare insurance? 

•	 	What kind of healthcare benefits do I 
get with each option? 

•	 	How do I compare all of the different 
plan options? CBO  

This article is the fourth in a five-part 
series in which Robert Sheen pro-
vides essential information about the 
Affordable Care Act and what it means 
for your company’s business operations.

Robert S. Sheen is founder and president of First Capitol 
Consulting Inc., which advises employers nationwide on 
issues related to the Affordable Care Act. He is also editor-in-
chief of The ACA Times (acatimes.com), an online news and 
information journal about the law.
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As your employees evaluate their various options for healthcare  
coverage, they need to consider what they will have to pay  
for each available option and how the benefits compare. 
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