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Biden Administration Proposes Regulations Fixing
“Family Glitch” in Eligibility for Exchange Subsidies

April 2022

On April 4, 2022, the Biden Administration proposed new regulations that would expand the rules on
eligibility for premium tax credits when individuals who have not been offered “affordable coverage”
from an employer purchase health care coverage from a public health insurance Exchange (the “public
Exchange”).

The proposed regulations, if adopted in final form, would revise the definition of “affordable coverage”
to include the cost of family coverage offered by an employer. This Aon bulletin addresses the
following:

e Background on the existing requirements;
e What the proposed regulations would do;
e Employer impact; and

e Next steps.

Background

The Affordable Care Act (ACA) offers an eligible individual a premium tax credit to purchase health
care coverage from a public Exchange. Premium tax credits are not available to an individual who has
access to affordable coverage with minimum value that is offered through an employer plan. Under
current regulations, “affordable coverage” is based on the cost of self-only coverage offered by an
employer, not the cost of coverage for any related individuals, such as family coverage. This gap in
eligibility is often referred to as the “family glitch.” If an employer offers self-only coverage that is
“affordable coverage,” but offers family coverage that is not “affordable coverage,” the individual and
family members will not be eligible for a premium tax credit to purchase health care coverage on the
public Exchange.

The Proposed Regulations

The Department of the Treasury and the Internal Revenue Service (IRS) are proposing regulations to
address the family glitch. If finalized, these proposed regulations would:

o Allow family members of employees who are offered affordable self-only coverage but unaffordable
family coverage to qualify for premium tax credits to purchase coverage in the Exchange for those
family members;

e Clarify that an individual with offers of coverage from multiple employers (e.g., as an employee from
one employer and as a spouse of an employee from another employer) has been offered “affordable
coverage” if at least one of the offers qualifies as “affordable coverage”; and
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e Provide that a plan satisfies the minimum value requirement only if the plan satisfies minimum value
with respect to both employees and family members (i.e., total allowed cost of benefits is at least 60
percent and includes substantial coverage of inpatient hospital services and physician services).

Employer Impact

The proposed regulations address the rules for eligibility for premium credits in the public Exchange,
but do not appear to impact the affordability analysis for determining an employer’s liability for
penalties under the Employer Shared Responsibility requirements. Employers who offer affordable self-
only coverage options but unaffordable family coverage options could see a shift in plan enroliment, as
more individuals become eligible for premium tax credits to purchase coverage in the public Exchange.
Additionally, employers should monitor any IRS or Treasury guidance that may affect employer
reporting requirements if these regulations become final.

Next Steps

Comments on the proposed regulations are due by June 6, 2022. A public hearing on the proposed
regulations is scheduled for Monday, June 27, 2022, at 10 a.m. EDT. The Treasury and the IRS expect
to finalize the proposed regulations no later than the end of 2022 and expect that the public Exchange
would be ready to implement changes before open enroliment for 2023 coverage.

Resources
The proposed regulations are available here.

A White House news release: Background Press Call by Senior Administration Officials on the
Administration’s Proposed Rule to Fix “Family Glitch” and Lower Healthcare Costs is available here.

A White House Fact Sheet: Biden Harris Administration Proposes Rule to Fix “Family Glitch” and
Lower Health Care Costs is available here.
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https://www.federalregister.gov/public-inspection/2022-07158/affordability-of-employer-coverage-for-family-members-of-employees?elqTrackId=4BE2D4A713E379DD3B3CA7B47004C595&elq=30f7ecb00d15486fbc28edcd52a0cf06&elqaid=22955&elqat=1&elqCampaignId=
https://www.whitehouse.gov/briefing-room/press-briefings/2022/04/05/background-press-call-by-senior-administration-officials-on-the-administrations-proposed-rule-to-fix-family-glitch-and-lower-healthcare-costs/?elqTrackId=24FDC675788982ED7592D176A6ECBB19&elq=30f7ecb00d15486fbc28edcd52a0cf06&elqaid=22955&elqat=1&elqCampaignId=
https://www.whitehouse.gov/briefing-room/statements-releases/2022/04/05/fact-sheet-biden-harris-administration-proposes-rule-to-fix-family-glitch-and-lower-health-care-costs/?elqTrackId=1FBD9ADE28FE18DCC7B0ADD495050927&elq=30f7ecb00d15486fbc28edcd52a0cf06&elqaid=22955&elqat=1&elqCampaignId=

AON

About Aon:

Aon plc (NYSE: AON) exists to shape decisions for the better — to protect and enrich the lives of
people around the world. Our colleagues provide our clients in over 120 countries with advice and
solutions that give them the clarity and confidence to make better decisions to protect and grow their
business.

Follow Aon on Twitter and LinkedIn. Stay up-to-date by visiting the Aon Newsroom and sign up for
News Alerts here.
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https://www.aon.com/home/index.html
https://twitter.com/Aon_plc
https://www.linkedin.com/company/aon/mycompany/
https://www.aon.com/home/newsroom/index.html
https://aon.mediaroom.com/get-news-alerts-by-email
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