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Keeping you connected to the Affordable Care Act

10 things every small business should know about the 
Affordable Care Act before 2014 
The Affordable Care Act (ACA) was signed into law on March 23, 2010, with the intention of decreasing 
the barriers for obtaining health coverage. This list, while not inclusive of all the changes in law, provides 
a snapshot of the important mandates that may impact your small business in 2014. 

1. Health insurance exchanges
Health insurance exchanges are new marketplaces where small businesses can shop for coverage 
beginning in 2014. California established “Covered California” as the state exchange, and the 
marketplace within the exchange for small businesses is called the Small Business Health Options 
Program (SHOP).

2. Open enrollment 
Open enrollment for purchasing coverage on the SHOP begins on October 1, 2013. Small businesses 
can purchase plans through the SHOP or the traditional market at any time of the year. 

3. Essential health benefits
All health plans in the small group market, both inside and outside of Covered California, must offer 
the 10 “essential health benefits” categories that include services such as ambulatory patient services, 
emergency services, hospitalization, maternity and newborn care, and preventive and wellness 
services (please see our Essential Health Benefits flier). 

4. Standardized levels of coverage
In 2014, all small group health plans will fall into four levels of coverage: bronze, silver, gold, and 
platinum. The levels represent the ”actuarial values” the plans must meet, 60%, 70%, 80%, and 90% 
respectively. The actuarial value represents the anticipated share of costs a plan will cover for the 
average beneficiary (please see our Metal Levels flier). By grouping plans in these levels, purchasers 
can more easily compare plans with similar levels of coverage.

The ACA doesn’t mandate where small businesses purchase coverage. You can purchase it 
from the new exchange, or just as you do today. Your broker can help you decide.
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5. New small group reforms
California passed laws implementing many of the small group market reforms of the ACA, effective 
January 1, 2014, including sole proprietors and owners of “S” corporations can be small groups as 
long as the one employee is not the sole proprietor or their spouse.

6. Tax credits
Employers with 25 or fewer full-time equivalent employees who are paid an average annual salary 
of less than $50,000 may be eligible for a tax credit covering up to 50% of the cost of premiums. In 
2014, coverage must be purchased inside the SHOP in order to receive the credit. 

7. ACA taxes
While the ACA provides tax credits for qualifying small businesses, it also taxes plans to pay for subsidies 
and finance high-risk individuals.  Here’s what’s new:

 a) Health insurer tax: Beginning in 2014, this tax will be approximately 2.3% of premiums.

 b)  Transitional reinsurance tax: From 2014 through 2016, this tax funds programs to finance  
the cost of high-risk individuals and is expected to represent 1.5% of premiums.

8. Employer “pay-or-play” rule
Most small businesses will be exempt from the pay-or-play rule, which requires businesses with 50 or 
more employees to offer coverage or pay a penalty tax. For advice on determining your employee 
count for purposes of this rule, please consult your legal and/or tax professionals.

9. Definition of a small group 
The ACA changes the definition of a small group. Beginning in 2014, the size of a small group in 
California is one to 50 employees. In 2016, it will expand to one to 100 employees. 

10. Blue Shield is ready to help you! 
Blue Shield has supported the concept of universal coverage for over 10 years. Now that it’s becoming  
a reality, we’re excited to lead our industry into the future. 

Whether you decide to purchase plans through the SHOP or through the 
traditional market, depend on Blue Shield to be your go-to choice!

†  In the cases where there are more than three dependent children covered under a family policy, the rates of  no more than three dependent children (under 21) can be 
considered to compute the total family premium

Learn more about the Affordable 
Care Act
Visit our website for more information about 
the ACA, its many requirements, and how 
we’re preparing for the changes ahead. Go 
to blueshieldca.com/employer-aca, or contact 
your broker or Blue Shield representative.

Why choose Blue Shield?

Affordable and flexible product designs.

Coverage and quality you want.

The network strength you look for.

The cost controls you need.

All from a name you can trust.
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