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The Road to ACA 
An Overview 

1 

Presenter
Presentation Notes
I’m going to turn it back over to ** to highlight for just a minute the ACA provisions that would survive even if the AHCA was enacted. [back to second speaker] 
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ACA’s Incremental Introduction 

The ACA was introduced with consumer-friendly gains, building up to the main 
objectives – the employer and individual mandates. 
• Patient Protections 
• Preventive Care Coverage 
• Dependent Coverage to Age 26 
• Elimination of Pre-Existing Conditions 
• Medical Loss Ratio (MLR) Requirements 
• Employer Mandate 
• Individual Mandate 
• Requirement to Report – W2, 1094/1095 
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Foundational Rules of ACA 

Individual must have minimum essential health coverage or pay a penalty 

Premium tax credits are available through the exchanges for those qualified 

ALE must offer MEC coverage to 95% of full-time employees or pay an “A” penalty 

1 

2 

3 
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The Rocky Road 

• Exchanges / Marketplaces were created 
• Medicaid expanded 

• Subsidies unchecked 

• Rates increased; low cost coverage not as accessible as planned 
 

• Additional Employer Taxes imposed 
• Transitional Reinsurance Fee 

• PCORI Fee 

• Health Insurance Provider Fee 

• Costs continue to rise 

• Requirement to measure Employee hours introduced 
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Repeal and Replace 

2 
Strategies and Executive Orders  

Presenter
Presentation Notes
Now, let’s take just a couple of minutes to consider the potential effects of a pending court appeal you may have heard of: House v. Burwell
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Repeal and Replace – the Republican Strategy 

• Get rid of the individual mandate 

• Repeal or severely reduce the employer mandate 

• Eliminate the employer reporting burden 

• Repeal of ACA tax provision penalties 

• Delay of others (Cadillac Tax) 

• Pursue other, market-driven means for Americans to have access to 
affordable care through loosening of restrictions 
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• Issued on January 20, 2017 

• Reiterates objective to repeal the ACA 

• Sets broad policy for federal agencies to minimize or delay ACA 
enforcement 

• Requires agencies that need to revise regulations to comply to do so by 
following the Administrative Procedures Act 

President Trump’s Inauguration Day Executive Order 

 

Presenter
Presentation Notes
President Trump’s Inauguration Day Executive OrderReiterates Administration’s objective to seek the repeal of the ACA.Sets broad policy for federal agencies directing them “to the maximum extent permitted by law” to: Exercise all authority and discretion available to them to waive, defer, grant exemptions from, or delay the implementation of any provision or requirement of the Act that would impose a fiscal burden on any State or a cost, fee, tax, penalty, or regulatory burden on individuals, families, healthcare providers, health insurers, patients, recipients of healthcare services, purchasers of health insurance, or makers of medical devices, products, or medications; and Encourage the development of a free and open market in interstate commerce for the offering of healthcare services and health insurance.Requires agencies that need to make revisions to regulations to comply with the Order, to do so by following the Administrative Procedures Act (publish and comment period).[NOTE: PRESENTER CAN SHOW FULL QUOTE FROM EXECUTIVE ORDER OVER THE NEXT THREE SLIDES OR HIDE THOSE SLIDES AND READ FROM NOTES]
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• Repeal ACA — by working with Congress, via the budget reconciliation process 

• Less regulatory oversight — encourages departments in the Executive branch to:  
• Alleviate burdens imposed by the ACA 

• Potentially delay or not enforce certain ACA provisions 

• State autonomy — encourages states to exercise control over the healthcare 
market to create more choice, and to work with federal agencies to develop new 
programs. Alludes to:  
o Allowing purchase of insurance across states 

o Establishing terms and conditions of Medicaid expansion  

o Determining coverage levels and mandates (essential health benefits and other market 
reform provisions)  

  11 

Inauguration Day Executive Order: Practical Application 

 

Presenter
Presentation Notes
President Trump’s Inauguration Day Executive Order: Practical ApplicationRepeal ACA — reiterates that the Trump administration will pursue the repeal of the Affordable Care Act working with Congress via the budget reconciliation processLess regulatory oversight — encourages departments in the Executive branch to alleviate the burdens imposed by the ACA, potentially to delay or not enforce certain ACA provisionsState autonomy — encourages states to exercise control over the healthcare market to create more flexibility and choices and to work with federal agencies to develop new programs. Alludes to: Allowing purchase of insurance across states,Establishing  terms and  conditions of Medicaid expansion Determining coverage levels  and mandates (essential health benefits) 
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• Issued on January 30,2017 
• Establishes a two-for-one policy: For every one regulation issued, two 

regulations must be identified for elimination  
• Cost neutral: Keep cost of complying with new regulations at zero, unless 

required by law or authorized by the Director of the Office Management and 
Budget (Director) 

• Implements cost parameters: Each executive agency will receive during the 
Presidential budget process an incremental cost allowance from the Director, 
regulations exceeding the agency’s incremental cost allowance for that fiscal 
year will not be allowed 

President Trump’s Executive Order- Reduce Regulation and 
Control Costs 
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The following plans have been, are or will be under consideration. 

Republican proposals: 

1. Graham-Cassidy-Heller-Johnson Amendment 
2. The Health Care Freedom Act, 2017 
3. The American Health Care Act (Passed by the House of Representatives on May 4, 2017) 

4. The Better Care Reconciliation Act (failed x 2) 
5. Obamacare Repeal Reconciliation Act of 2017 
6. Patient Freedom Act of 2017 

 
Democrat proposals: 

1. Medicare for All Act (Conyers version, followed by Sanders version) 

Proposals to Replace the ACA 

 

Presenter
Presentation Notes
Proposals to Replace the ACAThe following plans are, or will be, under immediate consideration:�Republican proposals:Government for People Again — Health Care (Donald Trump)Empowering Patients First Act — Nominee  HHS (Tom Price)Better Way Act (Congressman and House Speaker Paul Ryan)Patient Care Act (Senator Warren Hatch)Health Care Choice Act (Senator Ted Cruz)Patient Freedom Act of 2017 (Senators Susan Collins and Bill Cassidy) Proposes a partial/selective repeal and replacement of ACA by giving states three choices 1) keep the ACA (more or less)2) adopt a different approach based on subsidized “Roth HSAs”3) reject reform altogetherDemocrat proposals:Expanded and Improved Medicare for All Act (Introduced by 50 House Democrats)Same bill introduced in the 2015–2016 legislative session that intends to expand Medicare to all AmericansSo, that’s what’s happening right now. But what will it mean for you in short and long terms? 
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• President Trump’s Oct. 12 Executive Order – “Promoting Healthcare 
Choice and Competition Across the United States” 

• Purpose:  to expand flexibility: 

o Allows for Association Health Plans (AHP) to be offered again. Commands 
DOL,HHS and Treasury to look at “relaxing” rules for AHP. New guidelines to 
be released within 60 days. Facilitates purchasing coverage across state 
lines. 

o Revives short term duration policies (STLDI)- currently limited to three 
months (EO looks to extend this to longer periods), allows exclusion of EHB, 
limits on certain plans and limited underwriting guidelines 

o Allow HRAs to be used for payment of premiums for individual policies and 
other flexibilities. 

• Employer Impact: Executive order did not change law, but requests 
agencies to begin proposing regulations. 

• AHP regulations already at OMB  

Update on ACA – Executive Orders 
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• Cost Sharing Reductions (CSRs): help lower-income individuals purchase 
exchange coverage 

o Federal gov’t was reimbursing insurers, who were obligated to provide CSRs to individuals 

o House v. Burwell (May 2016) court ruled federal gov’t cannot reimburse insurers for CSRs 
because funds were not appropriated by Congress. 

o Obama Administration appealed; reimbursements continued 

• Payments to insurers were halted in early October;  followed by a request to issue 
preliminary injunction against the Administration, and a lawsuit filed by 18 states and D.C. 

• Federal judge denied preliminary injunction to immediately reinstate the subsidies, which 
would have totaled $7 billion this year.  Insurers remain obligated.  However, judge cites: 

o “Most states have already prepared for the termination of the payments, and priced 2018 
premiums based on the assumption that the CSRs would not continue 

o The vast majority of states have already “devised responses that give millions of lower-income 
people better health coverage options than they would otherwise have had.” 

 

 

Update on ACA – Executive Orders 
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Update on ACA:  Latest Repeal and Replace Efforts 

• Healthcare Market Certainty and Mandate Relief Act (Hatch/Brady) – Nov. 1 
o Funds CSRs through 2019 

o Suspends individual mandate for 2017 – 2021 

o Suspends employer mandate for 2015-2017 

o Increases max contribution limit for HSAs 

o Needs 60 votes (unlikely) 

• Bipartisan Health Care Stabilization Act of 2017 (Alexander/Murray) – Oct. 19 
o Provides for temporary extension of CSR funding 

o Lacks House support 
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ACA Requirements Updates - Recent Activity 

• Emergency Services – plan must cover OON services no differently than in-
network.   

• Regulations provide for “greater of three” approach to reimbursement:  Medicare rate, R&C, or 
network contracted rate.  

• Court case brings reimbursement to question; returned regulations back to agencies for 
clarification 

• Contraceptive Coverage – preventive care must include contraceptive coverage.  
Religious employers exempt; accommodations for others. 

• Religious exemption expanded to non-profit or for-profit, closely held or publicly-traded based on 
sincerely held religious belief 

• Additional exemption based on sincerely-held moral convictions 

• No special forms/notice requirements (unlike previously) 
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ACA’s Future 
Current activity impacting GHPs 

3 
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Will Tax Reform Address ACA? 

• Tax Cut and Jobs Act  - passed 11/16 
• Senate version – passed 12/2 

o Includes elimination of individual mandate penalty in 2019 

o Neither bill removes employer mandate 

• House/Senate conference process underway  
o to work out differences and bring joint bill back for a vote 

o May be a while – Senate bill had 350 different amendments 
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What Parts of the ACA Would Likely Survive? 

• Federal and State based Exchanges  

• Guaranteed issue and renewal for individual coverage, with no ability 
to decline coverage due to pre-existing conditions 

• Age-rated Premiums (ratio changes from 3:1  5:1)  

• Medical loss ratio reimbursements 

• Federal risk mitigation funds for insurers 
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What Parts of the ACA Would Likely Survive? 
o No cost-sharing for preventive services  

o Child coverage to age 26 

o External review and appeal process  

o Provider nondiscrimination rules 

o Out of pocket maximums 

o Essential health benefits (but allow for state waivers) along with cost sharing limits 

o Section 1557 Nondiscrimination Rules 

o Wellness incentive limits (30%; up to 50% for tobacco-free) 
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The Commonsense Reporting Act (H.R. 3919 & S. 1908) 
Bills introduced to lessen the burden of reporting 

• Would minimize the challenges of the ACA reporting requirements  

• Permit employers to voluntarily report to the IRS prospectively, in advance of the start of the coverage 
year, whether a health plan offered for the current plan year is Minimum Essential Coverage, meets 
Minimum Value and is affordable   

• The employer would also prospectively identify the waiting period and state whether  coverage will be 
available for the full 12 months. Employers would then be able to provide coverage updates though a 
federal data hub if the coverage offered changes. The IRS could use this information to confirm whether 
an employee is eligible to receive a premium tax credit during the exchange enrollment process, rather 
than at the end of a tax year 

• Require employer reporting only for those employees about whom an employer has received notification 
that the employees or their dependents purchased coverage through an ACA Marketplace exchange, 
rather than issuing reporting statements for the entire workforce 

• Clarify that the IRS can accept full names and dates of birth in lieu of dependents' and spouses' Social 
Security numbers 
 



© 2017 HUB International Limited. 23 

HHS Proposals for 2019 

• Issued November 2 
• Proposes changes to Exchanges and ACA insurer provisions for 2019 
• Impact on Group Health Plans 

• Introduces additional flexibility for SHOP enrollment process 

• Adjustments to MLR Calculation to lessen burden on insurers – fewer health plans would 
receive rebate 

• Flexibility for states to change EHB benchmark plans (annually) – impact to group health 
plans use of annual and lifetime limits and OOP max 
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ACA Enforcement 
Today 

4 
Individual and Employer Mandate  
Obligations 
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ACA Enforcement Today:  IRS is taking steps 

• Individual Mandate – individuals must have coverage or pay tax 
• Check box on 1040 tax return – “Full Year Coverage” 

• Some taxpayers are exempt (religious cost-share plans, tribal exemption, etc.) 

• IRS Announcement – individual returns will not be accepted if they do not indicate health 
coverage status (unlike 2016 silent returns) 

• Employer Mandate –  
• Penalty assessments for 2015 are being issued – Letter 226J 

• Review and respond to challenge, if applicable, to avoid penalty;  follow instructions for responding 
within 30 days.   

• Remember, penalty relief for good faith effort in 2015; coding errors forgiven 
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Pay or Play (for 50+ EEs):  Stay the Course  

To avoid penalty, offer a group health plan: 
• To at least 95% of full-time employees (130 hours) and their children up to age 26 

• That’s Minimum Essential Coverage; and that’s at least Minimum Value (the plan's 
share of the total allowed cost of benefits is at least 60%); and 

• That’s Affordable which, for 2018, means the employee’s self-only cost does not 
exceed 9.56% of household income; safe harbors are:   

o Federal Poverty level (FPL): FPL x 9.56%/12 to assess affordability ($12,060 x 9.56%/12) = $96.08 
per month 

o Rate of Pay: (Hourly rate of pay x 130) 9.56% = Maximum amount to charge for employee only 
coverage.  

o W-2 Safe Harbor: Use box 1 of employee’s W-2 earnings 

 

 

Presenter
Presentation Notes
What’s New for 2017?Affordability of employee only coverage: Lowest cost plan that is minimum value – increases from 9.66% to 9.69% based on one of the three safe harbors:Rate of Pay: (Hourly rate of pay X 130 ) 9.69% = Maximum amount to charge for employee only coverage. Employee earning $10/hr. in 2017 cannot pay more than $125.97 per month if the plan is to be deemed affordable100% of Federal Poverty level (FPL): Calendar year plans must use 2016 FPL ($11,880) times 9.69% to assess affordability ($95.93 per month); non-calendar year plans can use 2017 FPL guidelines to be released in mid-JanuaryW-2 Safe Harbor: Use box 1 of employee’s W-2 earnings�(gross salary minus any Cafeteria or FSA pre-tax deductions and contributions to 401(k) plans). Must use projected 2017 income when using W-2 safe harbor. Also note that amount cannot change throughout the year.
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Employer Reporting Obligations Remain 
Applicable Large Employers (ALE; 50+ FTEs)  
 

o Form 1095 must be created and filed for all full-time employees (130 hrs/month) 
o Under 50 FTEs do not have to report (unless self-insured) 
 

All self-insured employers  
 

 

IRS 

1095-B (self-insured   
non-ALEs and 

carriers) 

1095-C (ALEs) 

1095-B & 1094-B  
(self-insured non-ALEs  

and carriers) 

1095-C & 1094-C (ALEs) 

Employees 

Paper Electronic 

January 

31 

February 

28 
April 

2 
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Forms and Due Dates 

• Employee statement 
• Required for every FT employee (130 hours) 
• Due to employee by January 31, 2018 

Form 1095-C 

• Employer data “cover letter” accompanying 1095-Cs 
• Due to IRS February 28, 2018 if filing paper – under 250 forms 
• Due April 2, 2018 (3/31 is a Saturday) if electronic (e-filing) 

(required if filing 250+ forms) 
• 1094-C filing includes copy of all 1095-Cs issued 

Form 1094-C 

• These are the guidelines regardless of whether the group 
health plan is a calendar or non-calendar year plan  Calendar Year Requirement 
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ACA, ALE & 
Reporting Refresher 
For Existing Obligations 

5 
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Form 1094-C 
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Part I –Applicable Large Employer Member 
• Employer’s complete name 
• Employer Identification Number (EIN) 
• Filer’s complete address for accepting correspondence 
• Name and telephone number of person responsible for questions 
• Total number of Forms 1095-Cs being transmitted with Form 1094-C 
• Line 19: If using the form as the Authoritative transmittal, check the box 

Presenter
Presentation Notes
The answer to Line 19 is almost always YES – this is the authoritative transmittal
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Part II – ALE Member Information 
• Line 20: Total number of 1095-C being filed 

• Line 21: Check “yes” if you were a member of an Aggregated ALE group during any month 
of the calendar year 

• If checking yes, complete Part III (column d) and Part IV 

• Line 22: Check each applicable box as to Offer Methods 
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Part III –ALE Member Information--Monthly 

• Lines 23-35: Numbered for All 12 months and January through December 

• Column (a): If offering MEC to at least 95% of FT employees and dependents for entire 
calendar year, enter “X” in the box 

• Column (b): Enter number of FT employees for each month (using ACA methodology), 
don’t include those in a non-assessment period  

• No “all 12 months” available 
• 98% Offer Method  leave blank 

• Column (c): Enter total number of employees for each calendar month  

• All employees regardless of plan enrollment or eligibility (FT & PT) 
• Include non-assessment period employees 
• 5 Counting Methods 

Presenter
Presentation Notes
Counting Methods for Column C:the first day of the calendar monththe last day of the calendar monththe first day of the first payroll period starting in the calendar monthThe last day of the first payroll period starting in the calendar monthcount employees on the 12th day of each monthThe chosen method must be consistent throughout the year.
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Part III –ALE Member Information--Monthly 
• Column (d): If yes was checked on line 21, check each applicable box the employer 

was a member of an Aggregated ALE group  
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Part IV – Other ALE Members 

• If checking “yes” on line 21, enter the name and EIN of all the Aggregated ALE Members 
in the group 

• If more than 30, enter the first 30 starting with the employer that has the highest 
monthly average full-time employees 
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Common Errors 
• Failure to indicate that Minimum Essential Coverage was offered in Column (a) 

• Not using Aggregated Group Indicator in Column (d) 

• Not including ALL employees (FT, PT, VH) in Column (c) 
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Form 1095-C 
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Part I—Employee and Employer 
• Name of employee 

• SSN 

• Complete mailing address 

• Name of employer 

• Employer Identification Number (EIN) 

• ALE’s complete mailing address 

• Phone number of person to contact for questions 
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Part II—Employee Offer and Coverage 
Line 14: Enter applicable code from Code Series 1 (if the same for all 12 months, check “all 12 months” box) 

• Code must be entered for each calendar month, even if not a full-time 

Line 15: If the MEC offered provided minimum value indicate employee’s share of premium for lowest cost, self-only 
coverage (regardless of coverage employee elects or premiums paid) 

• This line is completed if code 1B, 1C, 1D, 1E, 1J or 1K is entered on line 14 

• DO NOT complete this line if using the code 1A which indicates the employer is using the qualifying offer 
method 

Line 16: Enter applicable code from Code Series 2 (if the same for all 12 months, enter the code in “all 12 months” box) 
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Part III — Covered Individuals 

Solely for Self-Insured Medical Programs 

• Column (a): Name of each covered individual 

• Column (b): SSN/ITIN for each covered individual 

• Column (c): Date of birth of covered individual, only if column (b) is blank 

• Reminder: required to make three attempts for SSN prior to using DOB 

• Column (d): Check if individual was covered at least one day per month for all 12 months 
of calendar year 

• Column (e): If individual not covered for all 12 months, check applicable boxes for the 
months individual was covered 



© 2017 HUB International Limited. 41 



© 2017 HUB International Limited. 42 

Vendor Partner Options:      Who can help me? 

Payroll/ 
HCM 

• Most Common Service Provider 
• Well Positioned (Data) 
• Least Data Movement 

Benefits 
Admin 

• Best Positioned (Data) 
• Second Most Common Service Provider 
• Improving IRS Integration 

Stand-
alone 

• Wide Array of Options Fully Outsourced  DIY 
• Wide Array of Pricing ($$$$ - $) 
• Significant Data Movement & Data Concerns 
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Providing Employee Statements   

• Manner to distribute employee statements 

• Mail – postmarked by January 31 

• Electronically if employee has consented to electronic distribution 

• Can include with the W-2 form 

 
Best Practice: Use the same distribution method that is used for W-2 distribution 

 
• Employee does NOT need 1095 form to complete their taxes.  However, many  
      preparers will ask for it 
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Why do we have codes? 

o Both the employer mandate penalty and individual premium tax credits are associated with 
employer offers of coverage.  An offer of minimum essential, minimum value, and affordable 
coverage from an employer: 

• Makes an individual ineligible for premium tax credits; and 
• Exempts employers from the imposition of penalties under IRC 4980H 

o Both the individual mandate penalty and the employer mandate penalty are calculated on a 
monthly basis. 

o Codes inform the IRS all of the following:  
• Whether an offer of coverage was made,  
• To whom the offer of coverage was made to (employee, spouse, and/or children),  
• Whether that offer was affordable and provides minimum value. 
• Did the employee enroll in the plan offered 

Presenter
Presentation Notes
This is the main content slide for your presentation.  A two column format is also available (slide 10). 
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Line 14 Codes – The Offer of Coverage 

Code Description 
1A  Qualifying Offer - Minimum value (MV), affordable (based 

on FPL safe harbor) coverage offered to employee and 
coverage offered to spouse & dependents. (Satisfies 
employer mandate.) 

1B  MV coverage offered to employee only 

1C MV coverage offered to employee, coverage offered to 
dependents (not spouse) 

1D  MV coverage offered to employee, unconditional coverage 
offered to spouse (no dependent coverage) 

1E  MEC and MV coverage offered to employee, unconditional 
coverage offered to spouse and dependents 

1F Coverage offered to employee does not provide MV 
 

Code Description 
1G  Offer of coverage for at least one month during the year to 

non-employee or employee who was not full-time for the 
entire year. Note: Is used for All 12 months, or not at all. 
 

1H 
 

No offer of coverage (or coverage is not minimum essential 
coverage) 

1I  Code no longer used. 
 

1J  
 

MV coverage offered to employee, at least conditional 
coverage offered to spouse. No dependent coverage 
offered. 

1K   MV coverage offered to employee, coverage offered to 
dependents, at least conditional coverage offered to spouse 
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Qualifying Offer:  Meets FPL Safe Harbor 
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Line 16 Codes – Safe Harbor Codes and Other Relief 

Code Description 
2A  Employee not employed on any day during the month. Use 

also for COBRA participants who lose coverage during the 
calendar year 

2B  Either (1) employee not a full-time employee for the month 
and employee did not enroll in coverage, or (2) full-time 
employee terminated employment and lost coverage  
before the last day of the month. 

2C Employee enrolled in health coverage. Do not use this 
code if: Code 2E applies (union coverage); if Code 1G is 
used in line 14 (coverage offered to COBRA or non-
employees); to report enrollment of COBRA QB in a plan; 
or if coverage is not minimum essential coverage.  
Otherwise, use this code over any other code. 

2D  Employee in “Limited Non-Assessment Period” (initial 
measurement period, waiting period, or an administrative 
period). Don’t use, if 2E applies (coverage offered under a 
union plan). 

Code Description 
2E  Contributing to multiemployer (union) plan under a 

CBA/MOU that offers affordable, MV coverage. 

2F Coverage meets W-2 safe harbor. Note: must apply for all 
12 months of the calendar year 

2G Coverage meets 100% of Federal Poverty Level safe 
harbor. 

2H Coverage meets rate of pay safe harbor 

2I  Code no longer used 
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Common Code Combinations 
Line 14 Line 15 Line 16 
Description Code Description Code 

Employer offers at least *Minimum Value Plan (MVP) coverage to the employee, 
spouse and children, and, the employee-only cost for the least expensive plan that 
is MEC and MVP is less than or equal to 9.69% of  FPL. 

1A Leave Blank 

Employee elects the benefit (note this section may 
be left blank) (IRS preference = leave blank) 2C 

Employee rejects the benefit (note this section 
may also be left blank) (IRS preference = blank)  2G 

Employer offers at least MVP coverage to the employee, spouse and children, and, 
the employer is NOT using the Federal Poverty Level (‘FPL’) Affordability safe-
harbor to determine Affordability. 

1E 
Enter 

Employee  
Cost 

Employee elects the benefit 2C 

Employee rejects the benefit 

2F or 2H or 
Leave Blank if no 
affordability safe 
harbor applies  

Employee was not offered MEC by the employer during any day in the month, 
i.e., commonly used for months prior to the employee’s hire date and/or after 
termination of employment. 

 1H Blank Employee is not employed for any day in the 
month. 2A 

Employee was in his/her waiting period or in a look-back measurement 
period or Administrative period before benefit coverage is offered. 1H Blank Employee is on a waiting period, a look-back 

measurement period or an administrative period 2D 

Employer does not offer coverage to a FT employee. 1H Blank No other lines are completed as the employer 
cannot use any other codes for line 16 Blank 

Employee/individual is covered under a self-funded medical plan as a part-time 
employee, COBRA beneficiary, a non-employee (partner) or a retiree for the 
entire calendar year. 

 1G  Blank Leave blank Blank 

Employee is offered MVP coverage; dependent is not offered at least MEC-level 
coverage.  Employee’s spouse is offered on a “conditional basis”, at least MEC –
level coverage. 

 1J 
Enter 

Employee  
Cost  

Employee elects the benefit     2C 

Employee rejects the benefit 

2F/2G/ 2H or 
Leave Blank if no 
affordability safe 
harbor applies  
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Common Code Combinations 

Line 14 Line 15 Line 16 
Description Code Description Code 

Employee is offered MVP coverage; dependent is offered 
coverage that is at least MEC-level coverage and spouse is 
offered on a “conditional” basis at least MEC-level coverage. 

1K Enter Employee 
Cost 

Employee elects the benefit     2C 

Employee rejects the benefit 

2F/2G/ 2H or Leave 
Blank if no 

affordability safe 
harbor applies  

Only the Employee is offered MEC that is MVP, no 
coverage extended to spouse or dependent children 1B Enter Employee 

Cost  

Enter appropriate Code 2F, 2H or 2G if 
employee waives, or 2C if employee 
enrolls in plan 

2C or 
2F/2G/2H 

*Employer only offers MEC coverage that is not MVP  1D Enter Employee 
Cost 

If the employee waives MEC coverage  
leave blank; enter Code 2C if enrolls 
  

Blank or 2C 

 
• https://www.irs.gov/pub/irs-pdf/i109495c.pdf for current codes and instructions 

https://www.irs.gov/pub/irs-pdf/i109495c.pdf
https://www.irs.gov/pub/irs-pdf/i109495c.pdf
https://www.irs.gov/pub/irs-pdf/i109495c.pdf
https://www.irs.gov/pub/irs-pdf/i109495c.pdf
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Common Errors 

• Employee Name, SSN and Employer EIN – must match IRS database 
 
• Incorrect Codes in Part II 

• Offer of Coverage Codes (line 14) – 1A vs. 1E 

• Incorrect Employee Contribution for lowest cost plan (line 15) 

• 4980H Safe Harbor Codes (line 16) – Enrolled (2C) vs. Waivers 

o 2A (not employed in the month) vs. 2B (last month of coverage) 

o Affordability Safe Harbor Codes - 2F, 2G and 2H 

o Incorrect coding for COBRA 
 

• Not coding for months where the employee was not employed 
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o $260 for each return or statement to which a failure relates, capped at $3,193,000 per 
calendar year.  This applies separately to: 

• Each failure to send the statement to the employee; and 

• Each failure to send the statement to the IRS. 

o Penalty amounts are reduced if failures are corrected by the following dates: 

• Thirty-Day Rule. If a failure is corrected within 30 days after the required filing date 
(or the deadline for furnishing individual statements), the penalty is reduced to $50 per 
return or statement, and the calendar-year cap is reduced to $532,000 ($186,000 for 
smaller entities). 

• August 1 Rule. If a failure is corrected after the 30-day rule described above but on or 
before August 1, the penalty is reduced to $100 per return or statement, and the 
calendar-year cap is reduced to $1,596,500 ($532,000 for smaller entities). 

Penalties for Non-Compliance 

 

Presenter
Presentation Notes
A Few “Pointers” for the 1094-C Forms:Line 22 - Box A - Qualifying Offer (only applicable f coverage was offered to one or more employees and the coverage was MEC, MVP and affordable based on 100% of FPL)Line 22 - Box C - Employers who qualify for transition relief should identify for which months of 2016 the relief applies toTwo forms of transition relief - Employers 50-99 and employers with 100 or more employees with non-calendar year plans who qualified for relief in 2016Complete Part III, column (e): If 50-99 use code A, if 100 or more and non-calendar year plan use Code BIf employer qualifies for relief they check that they offered MEC to at least 95% of employees (even if coverage was offered only to 70% of FT employees during 2016 for the months that the employer qualifies for transition relief)Next Steps:
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Good Faith Effort: Extension is Likely to End 

• For 2015 and 2016, the IRS allowed a good faith effort relief for filing violations. 

• The IRS will not impose penalties for 2015 and 2016 returns on reporting entities that can 
show that they have made good faith efforts to comply with the information reporting 
requirements.  

At this time, the IRS has indicated that they will NOT be allowing for a good 
faith effort relief for 2017!  Therefore, accuracy and timeliness is critical for 
this year’s Forms! 
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Filing Corrected 1095-C Returns 
How do I know if there were errors on my returns? 

o eFiling thru AIR: 

• Filings that are “Accepted with Errors” or “Partially Accepted” should be corrected. 

• Filings that are “Rejected” or “Not Found” should be resubmitted as quickly as possible. These are not 
corrections; they are resubmissions. 

o If the Reporting Entity (i.e. the employer) is aware of errors, corrected returns should be filed 
to avoid penalties. 

o Corrected 1095-C Forms (filed with the IRS) should be marked as “Corrected” and furnished 
to the employee. 

o All 1095-C “corrected” forms should be transmitted to the IRS with the 1094-C form. 

• Do not mark “corrected” on 1094-C unless there are errors on that form. 

o de minimis errors new safe harbor: If the listed  dollar amount on Line 15 of the 1095-C is off by no more 
than $100, there is no correction required, unless the employee requests a corrected form. 
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1094-C & 1095-C:  Filing Extensions  

o May request an automatic 30-day extension - Form 8809 
o May request one additional 30-day extension by submitting a second Form 8809  

(not automatic) 
 
 

o Deadlines for filing Form 8809: 

• Paper forms – February 28 

• Electronically – March 31 (April 2 for this year) 

NOTE: Form 8809– does not apply for sending the 1095-C to employees. 

The penalty for failure to file an information return generally is $260 for 
each return for which such failure occurs. The total penalty imposed for all 
failures during a calendar year cannot exceed $3,193,000. 

Presenter
Presentation Notes
SELF-REMINDER:  Mention actual Form submission deadlines (for both EE and IRS) after “done” with this slide!!
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Why do we need SSNs/ITINs? 

• ACA Forms require Social Security Numbers (SSNs) or Individual 
Taxpayer Identification Numbers (ITINs) 

• Failure to include may trigger an IRS inquiry and can result in penalties  

• $260 / return for failure to send to employee 

• $260 / return for failure to file with the IRS 

• The solicitation process (in three steps) helps you avoid these penalties 
– shows reasonable cause. 

• Also, you can only use birth dates in lieu of SSNs/ITINs if you have 
gone through a solicitation process 

Presenter
Presentation Notes
This is the main content slide for your presentation.  A two column format is also available (slide 10). 
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SSN/ITIN Solicitations: Employer’s Obligation 

1. Initial Solicitation: (at individual’s first enrollment or by next O/E) 

2. First Annual Solicitation: Within 75 days of when the employee first 
applies to enroll (for the employee) or first requests to add a spouse or 
dependent to the plan (for spouses and dependents). 

3. Second Annual Solicitation: If the SSN/ITIN still is not provided, a second 
solicitation is required by December 31 of the following year. 

Who Must Provide a TIN (SSN)? 
All covered individuals - including spouse and dependents 
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IRS Letter 226J – Penalty Assessments 

• Issued to a large employer if the IRS determines that, for at least one month 
in the [2015] year, one or more of the employer’s full-time employees were 
enrolled in a qualified health plan for which a Health Insurance Marketplace 
subsidy was issued, and the employer did not qualify for an affordability safe 
harbor or other relief. 

• Employer has 30 days to respond 

• Review your filings: 1095-Cs, 1094-C 

• Review your records:  enrollments, waivers, hire/term dates to verify coding 
accuracy.   

• 2015 a good faith year – if coding error, challenge w/proof of offer 
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Appendix 
6 
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What is an Applicable Large Employer? 
An ALE is an employer that employs, including members of any controlled group,  an 
average of at least 50 “full-time employees” (including full-time equivalent employees) on 
business days during the preceding calendar year.  

 Step 1: Calculate the number of full-time employees (including seasonal workers) for each calendar month in the 
preceding calendar year. 
 
Step 2: Calculate the number of full-time equivalents (employees who are not full-time, including seasonal 
workers) for each calendar month in the preceding calendar year.  Do not include more than 120 hours of service 
for any employee. Divide the total hours of service by 120. 
 
Step 3: Add the number of full-time employees and full-time equivalents obtained in Steps 1 and 2 for each month 
of the preceding calendar year. 
 
Step 4: Add up the 12 monthly numbers from Step 3 and divide the sum by 12. This is the average number of full-
time employees for the preceding calendar year. 
 
Step 5: If the number obtained in Step 4 is less than 50, then the employer is not an ALE for the current calendar 
year. If the number obtained in Step 4 is 50 or greater and the employer included seasonal workers in Step 1 
and/or Step 2, the employer may then apply a special rule to exclude the seasonal workers from the calculation.  
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Controlled Group 
IRS Code Section 414(b) and (c) 

o Parent Child 

• When one or more businesses are connected through specific percentage of stock 
ownership with a common parent corporation 

o Sibling (Brother/Sister) 

• A group of two or more corporations, where five or fewer common owners own 
directly or indirectly a "controlling interest" of each group and have “effective control” 
based on specific stock/ownership interest 

o Combination 

• A group consisting of three or more organizations that are organized in a specific 
manner set forth in the regulation 
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Government Mandates 

Individual Employer  

Individuals must have minimum 
essential health coverage 

ALE must offer MEC coverage 
to 95% of full-time employees 

Premium tax credits are 
available through the exchanges 
for those qualified 

…individual are subject to penalties 
…individuals are eligible for 
subsidies if no employer MEC  
offer and household income 

…employees may be subject to 
penalties if ONLY one employee 
recieves a subsidy 

IRS will use section 6055/6056 
reporting (Forms 1094 & 1095)  
to determine penalties 

Employers must be prepared  
to appeal employer mandate 
penalties 

“A” Penalty 2016 = $2,160 x # 
of FTEs (2017 = $2,260) 
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Employer Mandate - cont.  
Coverage offered must meet Minimum Value and be Affordable for employee:  
MV coverage - is equivalent to bronze level plan on Exchange – covers approximately 60% of 
the costs of medical services incurred. 

Affordable coverage – based on the lowest cost, employee-only, MV plan – 9.56% (2018) 
based on one of the three safe harbors: 

o Rate of Pay: Hourly rate of pay x 130 or Salary for the month / the cost self-only coverage   

o Federal Poverty level (FPL): employee’s monthly cost for self-only coverage / FPL single/12 

o W-2 Safe Harbor: Use box 1 of employee’s W-2 earnings after the end of the year 
 

“B” Penalty of $3,390 imposed on an employer for each full-time employee who receives 
an Exchange subsidy in 2017 because employer coverage offered was not MV or 
affordable. 

 

Presenter
Presentation Notes
What’s New for 2017?Affordability of employee only coverage: Lowest cost plan that is minimum value – increases from 9.66% to 9.69% based on one of the three safe harbors:Rate of Pay: (Hourly rate of pay X 130 ) 9.69% = Maximum amount to charge for employee only coverage. Employee earning $10/hr. in 2017 cannot pay more than $125.97 per month if the plan is to be deemed affordable100% of Federal Poverty level (FPL): Calendar year plans must use 2016 FPL ($11,880) times 9.69% to assess affordability ($95.93 per month); non-calendar year plans can use 2017 FPL guidelines to be released in mid-JanuaryW-2 Safe Harbor: Use box 1 of employee’s W-2 earnings�(gross salary minus any Cafeteria or FSA pre-tax deductions and contributions to 401(k) plans). Must use projected 2017 income when using W-2 safe harbor. Also note that amount cannot change throughout the year.
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Example 1 – Long-term FT Employee  

Type of Plan: Self-funded Medical Plan 

FT/PT: Full-time 

Start of Service Date: 1/15/2001 

Date Coverage Offered: 3/1/2001   

Type of Coverage Offered:  MEC/MV 
offered EE, spouse, dep 

Self-only Cost:  $115.00 

W-2 Salary:  $95,000 

Enrollment Status: Family 
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Example 2 – Mid-year, Short-term Hire 

1H 1H 1H 1H 1E 1E 1E 1E 1E 1E 1E 1H 

2A 2A 2D 2D 2C 2C 2C 2C 2C 2C 2C 2A 

103.00 103.00 103.00 103.00 103.00 103.00 

01 

Sally Turner 123-45-9876 

123 Main St 
Orlando FL 32801 

ABC Company 27-8974567 
123 Park Ave 
Orlando FL 32801 

103.00 250.00 

Type of Plan: Fully insured medical Plan 

FT/PT: Full-time 

Start of Service Date: 3/15/17 

Date Coverage Offered:  5/1/17 

Type of Coverage Offered: MEC/MV 
offered EE, spouse, dep 

Self-only Cost:  $103 

Annual Salary:  $45,000 

Enrollment Status:  Single 

Termination Date:  11/15/17 

Coverage Term Date: 11/30/17 

COBRA Self-only Cost:  $250 

COBRA Elected: 12/1/17 
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Example 3 – Variable Hour Employee 

Type of Plan: Self-funded medical plan 

FT/PT: PT 

Start of Service Date: 5/7/16 

Measurement Period:  Lookback 

Determination Status:  FT (elig) 

Initial Stability Start Date & Plan Eff. 
Date: 7/1/17 

Type of Coverage Offered:  MEC/MV 
offered EE, spouse, dep 

Self-only Cost:  $0 

Affordability Safe Harbor Used:  FPL 

Enrollment Status:  Self-only 
 

 

Optional 
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Questions? 
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Thank you. 

© 2017 HUB International Limited. 67 

Aeron Lucas 

Senior Vice President 

Aeron.lucas@hubinternational.com 

mailto:cory.jorbin@hubinternational.com
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