
The recently enacted Patient Protection and 
Affordable Care Act, as amended, is likely to 
have a wide-ranging impact on nearly every 
individual and business in the country. The law 
essentially overhauls the health care environ-
ment in the United States. The new law man-
dates that most individuals be covered by 
health insurance or pay penalties. The law also 
imposes new responsibilities on employers, 
responsibilities that could very well change the 
nature of employer-provided health care cover-
age. And the law will certainly have an impact 
on the practices of most physicians. 
 

Greater Access to Coverage 
 

The Act is intended to expand individuals’ ac-
cess to health care insurance coverage. It seeks 
to achieve this goal by: 
 

o Generally requiring most individuals to have 
at least a minimum level of health care cover-
age 
 

o Creating state-based American Health Bene-
fit Exchanges that will sell coverage to individu-
als without health insurance 
 

o Providing refundable premium tax credits 
and cost-sharing reductions to make health 
care more affordable for individuals or families 
with incomes up to 400% of the federal poverty 
level 
 

o Imposing penalties on individuals who don’t 
carry the minimum essential coverage 
 

What Are the Employer’s Responsibilities? 
 

The Act does not require employers to provide 
minimum essential health care coverage to em-
ployees. However, it encourages them to do so 
with various positive incentives as well as more 
punitive measures. 
 

Small Business Exchanges 
 

Small businesses will be able to buy health care 
insurance coverage for their employees on 
state-based exchanges (known as Small Busi-
ness Health Option Program, or “SHOP,” 
Exchanges). Employers with up to 100 full-time 
employees will generally be able to access 
SHOP Exchanges. 
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Small Employer Health Insurance Tax Credit 
 

The Act makes available an income-tax credit for 
small employers that purchase employee health 
insurance coverage. Qualifying employers must 
employ no more than 25 full-time (or full-time 
equivalent) employees and pay average annual 
wages of no more than $50,000 per employee. The 
credit has two phases: 
 

o The law offers a tax credit of up to 35% of the 
employer’s contribution toward buying employee 
health insurance coverage for tax years 2010 
through 2013. The employer must generally con-
tribute at least 50% of the total premium cost. The 
full credit will be available to employers with 10 or 
fewer employees with average annual wages of 
$25,000 or less. The credit phases out for employ-
ers with more employees and/or higher average 
wages. 
 

o Eligible small businesses that buy their coverage 
through SHOP Exchanges may qualify for a credit 
of up to 50% of their cost, starting in tax year 2014. 
Once again, the employer must contribute at least 
50% of the total premium cost to be eligible for this 
credit. Note that the credit will be available to quali-
fying employers for up to two tax years after 2013. 
 

Employer Penalties 
 

Certain large employers that do not provide ade-
quate minimum essential health care coverage face 
a penalty. This provision applies to employers hav-
ing at least 50 full-time (or full-time equivalent) em-
ployees on business days during the previous calen-
dar year. The penalty generally applies where the 
employer offers: 
 

o No minimum essential coverage 
 

o Minimum essential coverage that is defined as 
“unaffordable” (it costs the employee more than 
9.5% of household income) 
 

o Minimum essential coverage for which the plan’s 
share of the total allowed cost of benefits provided 
to employees is less than 60% 
 

The Act states that large employers that (1) don’t 
offer minimum essential coverage and (2) have at 
least one employee who receives a premium tax 
credit or cost-sharing reduction to assist in paying 
for coverage will incur an additional “assessable 
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The general information in this publication is not intended to be nor should it be treated as tax, legal, or accounting advice. 
 
Additional issues could exist that would affect the tax treatment of a specific transaction and, therefore, taxpayers should seek advice from an independent tax advisor based on their particular circum-
stances before acting on any information presented. 
 
This information is not intended to be nor can it be used by any taxpayer for the purpose of avoiding tax penalties. 

payment” equal to $2,000 per full-time employee per year. How-
ever, the first 30 employees are excluded from the payment cal-
culation. 
 

Another penalty applies to large employers that offer minimum 
essential coverage where the coverage is either unaffordable or 
has an “actuarial value” of less than 60%. If at least one full-time 
employee receives a premium tax credit or cost-sharing reduc-
tion, the employer will have to pay $3,000 for each employee or 
$2,000 multiplied by the total number of full-time employees, if 
that amount is less. 
 

Employers with fewer than 50 employees are exempt from the 
Act’s additional assessments. 
 

Free Choice Vouchers 
 

Employers that offer coverage to their employees will have to 
provide “Free Choice Vouchers” to certain employees whose 
income is not more than 400% of the federal poverty level. Em 
 

ployees would qualify for a voucher if their required contribution 
to their employer-provided coverage is greater than 8% of house-
hold income (but not more than 9.8% of income), and they must  

 
 
elect to enroll in a plan through the American Health Benefit 
Exchange. 
 

The amount of the voucher will generally be the amount the 
employer would have paid to cover the employee under the em-
ployer’s plan. The employee keeps the excess when the value of 
the voucher is greater than the cost of the Exchange plan se-
lected by the employee. There won’t be an additional assessment 
imposed on employers for employees who receive vouchers. 
 

Your Practice 
 

The new law could well have a significant impact on your prac-
tice in the years ahead. Your practice should take steps now to 
handle a projected influx of new patients when full coverage of 
previously uninsured individuals starts in 2014. However, other 
changes affecting your practice are likely to occur sooner. For 
example, in 2011, Medicare will start covering annual wellness 
visits. Now is the time for a full review of your practice’s systems 
and procedures since numerous other changes affecting your 
practice are in the pipeline. We can assist you in determining 
how your practice is likely to be affected by these changes in the 
health care system. 
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Dividing Practice Income 
 

Is there an optimal way to structure compensation in a group 

practice? That depends on several factors -- the individual practi-

tioners, the practice’s culture, and the type of administrative sys-

tems the practice has in place. The equal shares model and the 

productivity-based payouts model both have positive and negative 

elements. Many practices opt for a blend of the two models. 

Here are some issues that may help you determine which com-

pensation approach is most appropriate for your practice. 
 

The Equal Shares Model 
 

Practices that adopt this model often pay a base salary plus equal 

shares of all profits. Supporters of this model cite its positive, 

team-building impact on the practice. They point to how its use 

can minimize intra-group competition and potential conflicts 

about the use of support resources. 

 

 
 

However, the equal shares model is only fully effective if there’s a 

shared perception of equal work. Ideally, every partner carries a 

similar patient workload and is equally productive. Differences in 

billing, time, and productivity among partners can generate ques-

tions about fairness relating to compensation and may lead to 

workplace conflict. Some practices have found that the equal 

shares model of compensation actually lacks an incentive for indi-

vidual performance and productivity. 
 

Then there is the question of what to do if a partner wants to cut 

back on his or her on-call commitment or work hours. The pri-

mary issue of fairness in the equal share model relates to a situa-

tion in which certain partners are carrying a heavier workload 

than other partners. 
 

(Continued on page 3) 
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Productivity-based Payout Model 
 

This approach provides partners with an incentive to commit 

time to the practice since higher producing partners are re-

warded for meeting established productivity measures. It also 

encourages partners to use the practice’s resources in the most 

efficient way possible, especially if part of the practice overhead 

is allocated according to resource use. 
 

One potential negative associated with the productivity-based 

model is that it may inadvertently cause partners to compete 

against each other for patients and practice resources. That com-

petition may, in turn, reduce the overall effectiveness of the 

practice. Moreover, it’s not always a simple bookkeeping matter 

to track productivity measures. Often, the administrative work 

involved in measuring each partner’s daily, weekly, and monthly 

productivity can be extensive. 
 

The Blended Model 
 

Many medical groups opt for a compensation model that blends 

certain aspects of the equal shares and productivity approaches. 

There’s no fixed formula. Choosing which aspects of each 

model to retain and which to discard essentially comes down to 

the practice’s culture and priorities. However, for this approach 

to be fully effective, each partner has to assess rigorously his or 

her goals, values, and contributions to the practice. 
 

 

 

 

 
 

One common approach involves setting each partner’s compen-

sation at a relatively low base amount and then paying bonuses 

based on measurable contributions to the practice’s revenue. 

Another approach entails splitting net income into two pools, 

with one pool shared equally and the other divided, based on 

relative collections, for instance. Other measurable factors can 

be considered. 
 

Partners considering this approach have to be aware of the defi-

nition of income that is to be divided. Some agreements define 

income as gross receipts less all operating expenses. Other prac-

tices define income as the amount remaining after charging cer-

tain personal expenses, such as malpractice insurance or the 

cost of continuing medical education, to each physician. 
 

We Can Help 
 

It takes time and effort to devise a compensation structure that 

will satisfy all members of a medical practice. We have helped 

numerous medical practices analyze profitability and create 

workable, fair compensation arrangements. Please call us if you 

would like to discuss your needs. 
 

Many medical groups opt for a compensation model that blends 

certain aspects of the equal shares and productivity approaches. 
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Can the HIRE Act Benefit Your Practice? 
 

With all the hoopla surrounding passage of health care reform, 

you may have overlooked the Hiring Incentives to Restore Em-

ployment (HIRE) Act. In addition to providing tax relief for 

hiring unemployed workers, the new law encourages investment 

in equipment by revising the 2010 expensing limit under Section 

179 of the tax code. 
 

The HIRE Act: 
 

o Exempts employers from their share of Social Security taxes 

on wages paid to qualifying employees after March 18, 2010, 

through the end of 2010. 
 

o Offers employers a tax credit of up to $1,000 (or 6.2% of 

wages paid, if less) for each newly hired employee who is re-

tained for at least 52 consecutive weeks. (Requirements apply.) 
 

 

 
 

o Extends through 2010 the $250,000 maximum deduction un-

der Section 179 for equipment and other qualifying asset pur-

chases. The $250,000 expensing limit begins to phase out when 

qualifying asset purchases exceed $800,000. 

 

Each eligible new hire must provide the employer with a signed 

affidavit certifying that he or she was unemployed during the 60 

days before beginning work or, alternatively, worked no more 

than a total of 40 hours for someone else during the 60-day pe-

riod. The new employee can’t be “related” to the employer and 

can’t be a replacement for a former employee unless the former 

employee was terminated for cause or left voluntarily. The pay-

roll tax relief is available for eligible employees who begin work 

after February 3, 2010, and before January 1, 2011. 
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Waiting Times for New Patient Appointments 
 

How long does it take a new patient to obtain an appointment at a medical practice? That 

depends on the location of the practice and the practice’s specialty. New patients who want 

to see a physician at a family practice in Boston must wait, on average, 63 days, while new 

patients wait only seven days, on average, to see a family practitioner in Miami. New der-

matology and OBGYN patients living in Boston also had the nation’s longest average wait 

times before they could see a specialist -- 54 days and 70 days, respectively. New dermatol-

ogy patients had to wait 10 days for an appointment in San Diego, while new OBGYN 

patients in Minneapolis waited only five days for an appointment. The data are from the 

2009 Survey of Physician Appointment Wait Times, compiled by Merritt Hawkins & As-

sociates, a human resources firm. 
 

Health Care Spending 
 

According to the 2010 edition of the Pocket World in Figures by The Economist maga-

zine, the United States spent 15.3% of Gross Domestic Product on health care in 2009. 

The U.S. had 2.9 doctors and 3.3 hospital beds per 1,000 population. 


