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• Welcome! We will begin at 3 p.m. Eastern

• There will be no sound until we begin the webinar. When we begin, you can listen to the audio portion through your 

computer speakers or by calling into the phone conference number provided in your confirmation email.

• You will be able to submit questions during the webinar by using the “Questions” or “Chat” box located on your 

webinar control panel.

• Slides can be printed from the webinar control panel – expand the “Handouts” section and click the file to 

download.
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• §4980H – Overview of Requirements
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• IRS Collection Efforts



§4980H – Overview of Requirements



§4980H (Employer Mandate) Requirements

• §4980H(a) –
• Applicable large employers (ALEs) must offer minimum essential coverage (MEC) to at least 95% (or all but 5, if 

greater) of full-time employees and their dependent children each month

• Penalty is multiplied by the total number of full-time employees, not counting the first 30, if any full-time employee 

enrolls through a public Exchange and qualifies for a tax subsidy (receives a PTC)

• §4980H(b) –
• ALEs must offer coverage that provides minimum value AND is affordable to all full-time employees each month

• Penalty applies for each full-time employee who enrolls through a public Exchange and qualifies for a tax subsidy 

(receives a PTC)



§4980H (Employer Mandate) Requirements

• §4980H Penalties
• Penalties apply on a monthly basis (1/12 of the annual penalty for each month the employer fails to comply) 

• Penalties based on self-reporting via Forms 1094-C and 1095-C 

2015 2016 2017 2018 2019 2020

§4980H(a) $2,080 

($173.33/mo.)

$2,160 

($180/mo.)

$2,260 

($188.33/mo.)

$2,320 

($193.33/mo.)

$2,500

($208.33/mo.)

$2,570

($214.17/mo.)

§4980H(b) $3,120 

($260/mo.)

$3,240 

($270/mo.)

$3,390 

($282.50/mo.)

$3,480 

($290/mo.)

$3,750

($312.50/mo.)

$3,860

($321.67/mo.)



Applicable Large Employers (ALEs)

• Definition of an Applicable Large Employer (ALE)
• Employer – or group of employers in the same controlled group/affiliated service group – with 50 or more full-time 

equivalents (FTEs)

• Considers whether the employer averaged 50 or more FTEs over all 12 months of the previous calendar year

• Tips for Determining ALE Status
• Count all employees (including seasonal and union employees)

• Seasonal worker exception, if applicable, is considered after the average is performed including all employee 

hours of service

• For each month, count all hours of service for any employee employed for at least one day during the month

• “Hours of service” generally include all hours paid or payable with U.S.-source income



Full-Time Employee Status

• Definition of Full-Time  
• 30 or more hours of service per week (130 or more per month)

• “Hours of service” generally include all hours paid or payable with U.S.-source income

• Choosing a Measurement Method
• Employers have the option to determine full-time status 2 ways:

• Monthly Measurement Method – employees with 130 or more hours of service for the month are full-time

• Look-Back Measurement Method – employees who average full-time over a 3–12 month measurement period 

are full-time for a corresponding stability period of equal length 

• Employer may only differentiate measurement methods for: (i) hourly vs. salaried employees; (ii) union vs. non-

union employees; (iii) employees in different states; or (iv) different entities within a controlled group or affiliated 

service group



Minimum Essential Coverage (MEC) & Minimum Value

• Minimum Essential Coverage (MEC) 
• Most employer-sponsored group health plans will be considered MEC, even limited medical and preventive-only

• Minimum Value
• Minimum value is a higher standard than MEC 

• A plan provides minimum value if the plan’s share of the total allowed cost of benefits provided to an employee is 

at least 60% (actuarial value of 60% or better)

• Whether a plan provides minimum value is required content in the summary of benefits and coverage (SBC)



Affordability

• Affordability 
• Coverage is “affordable” if the employee contribution for single medical coverage < a specified percentage of an 

individual's household income 

• Affordability percentages

• Affordability Safe Harbors 

• Employer is protected from any potential §4980H(b) penalties if coverage affordable under a safe harbor:

• Federal poverty level (FPL) safe harbor; 

• Rate of pay safe harbor; or 

• Form W-2 safe harbor

• Different safe harbors may be used per category of employees

2015 2016 2017 2018 2019 2020

9.56% 9.66% 9.69% 9.56% 9.86% 9.78%



§6056 – Employer Reporting Requirements



Employers Required to Report

• All Applicable Large Employers
• A Form 1094-C and 1095-Cs for each full-time employee

• Always file by EIN

• Members of an aggregated ALE group report separately, but list each other in Part IV of the Form 1094-C

• Mergers/Acquisitions

• No clear guidance

• No way to report for a partial year

• Employers Offering Self-Funded Medical Coverage
• Small employers report coverage using Form 1094-B and Form 1095-Bs

• Applicable large employers generally report coverage using Part III of Form 1095-C

• Change in funding mid-plan year

• Report coverage only for the months the employer offered self-funded medical coverage



Reporting Timeframes

• 2019 Reporting (Due in Early 2020)
• Reporting is always handled on a calendar year basis, regardless of plan year

• Individual Statements
• Form 1095s must be provided to employees and participants by Mar. 2 (delayed from Jan. 31)

• Forms may be delivered by hand, mail, or electronically if consent is given

• New transition relief: Carriers offering fully-insured coverage and small employers offering self-funded medical 

coverage are permitted to post on their website that statements are available upon request 

• IRS Reporting
• Form 1094-C and Form 1095-Cs must be filed with the IRS by Feb. 28 (Mar. 31, if filed electronically)

• Employers filing 250 or more Form 1095s are required to submit forms electronically

• Employers filing less than 250 Form 1095s by mail

• Use official forms or substitute forms in accordance with IRS Pub. 5223

• Submit in orientation landscape

• IRS Letter 1865 – Indicates IRS is unable to process forms and they must be resubmitted



Form 1094-C

• Employer Summary Form – 4 Parts
• Part I – Employer name, address, EIN, etc.

• Part II – Aggregated ALE status, certification for simplified reporting and signature

• Part III – Indication of MEC offering, full-time and total employee counts, months as an aggregated ALE member

• Part IV – Listing of any other members in the same aggregated ALE group

• Part III Column (a) – Minimum Essential Coverage Offer Indicator
• Did employer offer MEC to at least 95% (or all but 5, if greater) of full-time employees and their dependents?

• IRS assesses §4980H(a) penalties based on whether this box is marked “Yes” or “No”



Form 1094-C



Form 1095-C

• Full-Time Employees
• Must report for any employee who was full-time for at least one month

• Must provide the following data in Part II:

• Whether coverage was offered for the month (Line 14)

• If minimum value coverage was offered, the employee contribution for single coverage (Line 15)

• Whether a safe harbor applies (Line 16)

• Covered Individuals for Self-Funded Plans
• Must report for any individuals covered for at least one day under a self-funded medical plan

• Includes employees and non-employees, as well as their spouses and dependents

• Mark coverage months in Part III



Form 1095-C



Form 1095-C, Part II

• Line 14 (Offer of Coverage Codes)
• There must be a code for all 12 months

• Coded as an offer of coverage only if coverage is available for the entire month

Code Description

1A Qualifying Offer

1B MV offered to EE only

1C MV offered to EE, at least MEC offered to dependent (not spouse)

1D MV offered to EE, at least MEC offered to spouse (not dependents)

1E MV offered to EE, at least MEC offered to spouse & dependents

1F MEC that is not MV offered to employee 

1G Part-time EE or non-employee covered under self-funded plan

1H No offer of coverage

1I Reserved

1J MV offered to EE, at least MEC conditionally offered to spouse (not dependents)

1K MV offered to EE, at least MEC offered to dependent and conditionally offered to spouse



Form 1095-C, Part II

• Line 16 (Safe Harbor Codes)
• Enter a code only if applicable; if no safe harbor code applies, leave Line 16 blank

• If Line 16 is blank, it indicates risk of a penalty under §4980H unless Code 1A is being used on Line 14

Code Description

2A Not employed any day that month

2B Part-time or termination month when not covered all month

2C Enrolled in coverage (use over any other code if applicable, except 2E)

2D EE in non-assessment period (e.g. waiting period or initial measurement period)

2E Multi-employer plan interim relief (use over any other code if applicable)

2F W-2 affordability safe harbor

2G FPL affordability safe-harbor

2H Rate of pay affordability safe harbor

2I Reserved



Form 1095-C, Part II

• Coding Hints – Employee NOT offered coverage for the month
• Code 1H on Line 14

• Leave Line 15 blank

• Indicate why coverage was not offered on Line 16

• 2A – Not employed

• 2B – Part-time (or coverage terminated mid-month due to termination of employment)

• 2D – In a waiting period or initial measurement period

• Blank – Leave it blank if a full-time employee was not offered coverage and there is no valid reason



Form 1095-C, Part II

• Coding Hints – Employee Offered Coverage for the Month
• Applicable offer code on Line 14 (generally 1A or 1E)

• Monthly employee contribution on Line 15

• Line 16:

• If employee enrolled – 2C

• If employee waived:

• 2F, 2G or 2H indicating the applicable affordability safe harbor

• Leave blank if coverage did not meet an affordability safe harbor



IRS Collection Efforts



IRS Collection Efforts

• §4980H Collection Efforts – Letter 226J 
• Collections started for 2015 started in November 2017

• Collections for 2016 started in October 2018

• Collections for 2017 started in July 2019

• Collections have not yet started for 2018

• The first letter is a “proposed assessment,” not an actual collection letter
• Proposed assessment based on data provided on Forms 1094-C and 1095-C (self-reporting)

• Good faith relief available for those who offered coverage in compliance with §4980H requirements, but reported 

incorrectly



IRS Collection Efforts



IRS Collection Efforts



IRS Collection Efforts



IRS Collection Efforts



IRS Collection Efforts

• Responding to IRS Letter 226J
• Employer has 30 days to respond unless a 30-day extension is requested and granted

• If choosing to dispute the assessment, send the IRS:

• A completed Form 14764;

• Revised coding on Form 14765, along with supporting documentation (e.g. SBC, contribution rates, employee 

pay info); and

• A signed statement explaining why the assessment is being disputed

• Upon receiving an appeal, the IRS will respond with a Letter 227

• If the employer fails to respond, the IRS will send a formal collection letter (Letter CP220J)



IRS Collection Efforts



IRS Collection Efforts

• Reporting Collection Efforts
• Employers who fail to file a Form 1094-C or 1095-Cs could face a penalty of up to $270/form for failure to file with 

the IRS + $270/form for failure to provide a copy to individuals

• Two separate letters

• Letter 5699 / Letter 5005-A – Sent to employers who appear to be ALEs based on number of W-2s filed and

• Letter 972CG – Sent to employers who filed late 
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