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Well, good afternoon out there. I am Kristen Deazeley and I want to start by saying thank 
you out there for attending this session on the Affordable Care Act Employer Provision. 
So thank you for being here today. Before we get started, since we're going to be 
covering quite a few topics, I just wanted to give you an idea of where exactly we're 
going to go from here.  
 
So we are going to start by determining, "What is an ALE?" or as we also refer to it, an 
applicable large employer. We're also going to discuss how to determine the number of 
full-time employees, as well as the number of full-time equivalent employees. That's 
going to be important in this discussion. We're also going to talk about information 
reporting requirements for applicable large employers, the information reporting forms, 
and the due dates to employees and the IRS. I should also mention that –  
 
 
my colleague Sherrie is going to go into more detail on those information reporting 
requirements and the forms in a session that's subsequent to this one. So just wanted to 
mention that before we get started. 
 
 
Also getting back to our session, we're going to take a look at the employer shared 
responsibility payment, and also how it is calculated and assessed. So we're also going to 
discuss ACA provisions that are applicable to all employers and not just our ALEs, and 
then we're also going to talk about the small business health care tax credit, because we 
can't leave out our small employers. So we're going to talk about that toward the end of 
our presentation. 
 
And last but not least, because we may not be able to get to your questions, we've got a 
full session, we are going to give you some Web-based resources, point you to those so 
that they can help answer your questions outside of our session today. So I'm going to go 
ahead and –  
 
we're going to talk about, first, two of the provisions of the Affordable Care Act that 
apply only to applicable large employers. So what are they? The employer shared 
responsibility provisions and the information reporting provision that requires employers 
to report certain information about the offers of health coverage. So in addition, self-
insured applicable large employers, that is employers who sponsor self-insured group 
health plans, have additional provider information reporting requirements that we'll get 
to. 
 
So generally an ALE – what is it? Well, an ALE is an employer that employs on average 
50 or more full-time employees and/or full-time equivalent employees. And we're 
looking at the preceding calendar year for this – I want to point that out. And also as a 
starting point –  
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it's important to say that if an employer has fewer than 50 full-time employees, then that 
employer is generally not considered to be an applicable large employer. So to put it 
more precisely, an employer is not an applicable large employer for a year if it has fewer 
than 50 full-time employees, as well as full-time equivalent employees; and we will talk 
about how we get there in just a moment. 
 
So this is determined, as I mentioned before, on employment information from the prior 
year. What does that mean? Employers would use the information about the number of 
employees they employed and their hours of service during 2015 to determine whether 
they employed enough employees to be an applicable large employer for 2016. Make 
sense? So it's also important to note that the definition of an ALE applies to –  
 
 
all employers. So that's going to include tax-exempt organizations that are employers, as 
well as government entity employers, and also tribal employers.  
 
So one of the most important rules – this is a common area for questions – important rule 
to note is that the aggregation rule applies to entities with common ownership. So as 
some of you may be aware, under a long-standing provision that also applies for other tax 
and employee benefit purposes, companies with a common owner or that are otherwise 
related, they generally are going to be combined and treated as a single employer for 
determining this ALE status. So, again, lots of questions about this. We don't have time to 
get into even an example at this point, but I would tell you to refer to Section 414 of the 
IRC for the controlled group rules –  
 
 
Section 414(b), (c), (m), or (o).  
 
Now what I will say is if the combined number of full-time and full-time equivalent 
employees for the group is large enough to meet that ALE definition, then each company 
in that group is an applicable large employer member, and is also considered, of course, 
to be an ALE, even if separately it would not be. You're also going to want to note that 
although those companies with a common owner or that are otherwise related are 
combined and treated as a single employer for determining this ALE status. The potential 
liability under the employer shared responsibility provisions is determined separately for 
each ALE member.  
 
 
And so what we're going to do now, as I mentioned a few minutes ago, is we're going to 
spend a few minutes talking about how to determine the number of your full-time 
employees and the full-time equivalents. 
 
 
So an employee is considered full-time for a calendar month if that employee averages at 
least 30 hours of service per week or 130 hours of service per month. So the question is, 
for these purposes, "What is an hour of service?" 
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So an hour of service is each hour for which an employee is paid or is entitled to be paid 
for the performance of duties for the employer, or for a period of time during which there 
may be no duties that are performed. So when would that be? Of course, your holidays, 
vacations, sick leave, and other types of leave. 
 
Also, under the final regs an hour of service does not include any hour of service 
performed as a bona fide volunteer. So it also does not include a program like federal 
work study. I know this was a question that we got quite commonly, so just wanted to 
point that out. 
 
 
The number of full-time equivalents is determined by combining the total hours worked 
by every employee who is not a full-time employee, but not more than 120 hours for any 
employee in one month. What's going to happen is you're going to divide that result by 
120.  
 
Now, the employer is going to have to look at all its employees when it's counting heads 
to determine this ALE status, so this would also include seasonal workers. What's a 
seasonal worker? It's defined as a worker who performs labor or services on a seasonal 
basis as defined by the Department of Labor, and also retail workers that are employed 
exclusively during holiday seasons.  
 
And although the employer's going to have to look at all of its employees when counting 
heads for this ALE status, the employer shared responsibility provision includes an 
exception for how to count these seasonal employees.  
 
 
So the employer shared responsibility provision regulations also describe the exception 
for counting seasonal workers. So if more than 50 full-time and full-time equivalent 
employees for 120 days or less, and the number in excess of 50 were the seasonal 
workers, what's going to happen is then those seasonal workers can actually be excluded 
from the count in that case. As a result, the employer's obviously not going to be an 
applicable large employer. So it sounds kind of complicated maybe explaining it, and 
there is not a lot of detail on your slide, but the regulations do include examples for this if 
it's applicable to anyone. 
 
Also the Surface Transportation and Veterans Health Care Choice Improvement Acts of 
2015-anybody remember this-provides that an employee will not be counted towards that 
50 employee threshold for a month in which that employee has medical care through the 
military. 
 
 
So that could be Tricare or veterans coverage. So this is solely for the purpose of 
determining whether that employer is an ALE subject to these employer shared 
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responsibility provision rules of Section 4980H. So for more information, there is – you 
can visit IRC Section 4980H..  
So what we're going to do is we are going to spend a few minutes on the information 
reporting requirements that apply to these applicable large employers. So on your slide it 
shows the general rule and indicates what we actually use this information for. So if an 
employer is subject to the employer shared responsibility provisions in Section 4980H 
then that employer is also subject to Section 6056 of the code.  
 
 
So that section is entitled certain employers required to report on health insurance 
coverage, and it requires ALE members to comply with certain information reporting. 
And in general, every ALE member is required to file an information return with the IRS 
and also furnish a copy of the employee statement to each employee who was a full-time 
employee for at least one month in the calendar year. 
 
As shown on your second bullet the information reported is going to be used for two 
purposes. So what are they? Well, first, to administer the employer shared responsibility 
provision, and second, to assist in determining whether an employee and his or her 
dependents are eligible for the premium tax credit, or as we call it the PTC. I want to say 
that discussion of that premium tax credit is out of scope for our presentation today. 
 
 
But in general, as a refresher, if an employer offers affordable coverage that provides 
minimum value to the employee and minimum essential coverage to the employee's 
dependents, then what's going to happen is that employee and those dependents will not 
be eligible for the PTC in that case. 
 
So employers that are not ALEs are not subject to information reporting requirements, 
and they are not required to file information returns with the IRS or furnish statements to 
any of their employees unless, as I mentioned in the beginning, they offer self-insured 
health coverage and are required to report information about enrolled employees and 
other individuals. 
 
So we're going to look at our next slide here, and this actually identifies the two forms 
that ALE members must file to –  
 
 
satisfy the information reporting requirements. First up is the Form 1094-C. It has a very 
long title, so please bear with me. It is the transmittal of employer-provided health 
insurance offer and coverage information returns. And the second form is the 1095-C and 
this one is entitled Employer-Provided Health Insurance Offer and Coverage. 
 
The forms and the related instructions as well as the frequently asked questions with 
additional detail about completing the forms, as well as other frequently asked questions 
about the information reporting requirements, they are available on IRS.gov. But we will, 
for the purposes of our session, spend a few minutes talking about these forms for you. 
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So the Form 1094-C, as I mentioned, is the transmittal document; and then Form 1095-C, 
of course, is the employee statement. So every 1095-C that is –  
 
 
filed with the IRS is going to have to be submitted with a Form 1094-C transmittal. 
However, you can submit multiple 1095-Cs with one 1094-C. So if the employer was 
filing 75 forms, 1095-C, it could submit all of those with a single Form 1094-C. 
 
So when the Form 1094-C is used as a transmittal you're going to enter information that's 
actually on your slide which is identifying information about the employer. That includes 
a contact number, and this is a contact number where the IRS can reach someone if there 
are any questions about the information that was submitted. So it makes perfectly logical 
sense. 
 
In addition to serving as the transmittal the Form 1094-C has another purpose. Every 
ALE member must submit one Form 1094-C –  
 
 
and that is the authoritative transmittal which reports information about that particular 
employer.  
 
Now, again, the instructions for the Form 1094-C and 1095-C and those FAQs that I 
mentioned, they provide more detailed information about the authoritative transmittal – 
which we're not going to have time for today. But on the other hand we're going to look 
at the Form 1095-C for just a minute. So a Form 1095-C must be filed with the IRS for 
each full-time employee, and a copy or an alternative statement if the employer is using 
the qualifying offer method of reporting must be furnished to each full-time employee.  
 
Some of you may wonder, "What do we mean by qualifying offer method of reporting?" 
So to be eligible to use this method it's an alternative method of reporting, the employer's 
going to have to certify that it made a qualifying offer to one or more of its full-time 
employees for all the months –  
 
 
during the year in which that employee was a full-time employee, for which a Section 
4980H, this employer shared responsibility payment could potentially apply. So we don't 
have time to really discuss the alternative methods of reporting, we just didn't want to 
confuse anybody. But that information is also available on the website. 
 
The slide also shows you some of the data elements that are on the form. And, again, this 
form does include a contact number. So the number that's provided there should allow 
that recipient of the form to reach an actual person if that recipient has any questions 
about the information that's on the form. So the Form 1095-C also includes instructions 
for the recipient on the back to assist that recipient in understanding that information 
that's reported, and hopefully it's going to minimize calls to that actual contact number. 
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So in addition to the data elements that –  
 
 
are shown on this slide, on Form 1095-C the ALE member is also going to report 
information about the health coverage that's actually offered. Or important to know; it 
may not have been offered to the employee. So the instructions, again, contained detailed 
information on how to report the offers of coverage. I know we get a lot of questions 
about particular codes to be used on which line; and that's not really the focus of this 
presentation today. But you'd want to go to the instructions for those very clear. 
 
Our next topic we're going to talk about is when these returns are actually due.  
 
And so as we discussed, the employer shared responsibility provisions, they are effective 
January 1, 2015, which means that the information returns for the 2015 calendar year are 
due in 2016. So the due date for filing returns with the IRS is going to depend, of course, 
on whether the –  
 
 
returns are filed electronically or whether they're filed on paper. If the returns are filed on 
paper then they are going to be due February 28th; and if they're filed electronically, 
they're going to be due by March 31st; and also on your slide you can see that that 
employee statement should be furnished to the employee by January 31st. 
 
So as some of you might know out there the IRS provided a one-time extension of these 
due dates for these 2015 forms which are, again, required to be filed in 2016. So the 2015 
forms were required to be furnished to employees by March 31st and filed with the IRS 
by May 31st if on paper. If electronically filed, then that would have been June 30th. And 
there is a notice, a 2016-04 if you want more information on this one-time extension. But 
just incidentally there. 
 
Our next slide is going to discuss –  
 
 
whether the ALE member must file electronically or whether it can actually file on paper. 
So here's the thing; if the ALE member is submitting 250 or more information returns, 
then the returns are going to have to be filed electronically. So for purposes of 
determining whether that 250 threshold is met, you're going to only count the Forms 
1095-C that you're filing for this calendar year. So in other words, the ALE is not going 
to be required to take into account any other information returns it's filing such as the 
Forms W2, 1099- miscellaneous, and determine whether it's filing 250 or more. This is, 
again, only based on the 1095-C, this 250 count. 
 
So if the employer is required to file electronically it's going to need to decide whether 
it's going to develop software and file its own returns, purchase –  
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software and file its own returns, and also, it could also hire a third-party to file its 
returns. So we're going to suggest to you that you check out the Affordable Care Act 
information reporting page, or AIR – that's A-I-R on IRS.gov – to find more detail on 
filing returns electronically. So what you're going to see there is how to register for e-
Services, applying for a transmitter control code, participating in testing and filing returns 
electronically.  
 
So I should point out here that AIR is a new system just for these ACA provisions. The 
transmitter control codes that I mentioned, some of you might be familiar with those with 
the FIRE system which is the acronym for filing information returns electronically. So 
those transmitter control codes cannot be used to transmit ACA information returns. So, 
again, wanted to just make it clear that –  
 
 
AIR is a new system for these ACA provisions. 
 
Also I should point out, there are several publications that are available on the AIR page. 
So Publication 5164 is the test package for electronic filers of ACA information returns. 
There's also some general and program-specific testing information for the ACA 
Assurance Testing System or AATS.  
 
Publication 5165, the ACA Information Return Guide for software developers and 
transmitters, as well as some communications procedures, transmission formats, business 
rules, and validation procedures for ACA Information Returns filed electronically. 
 
Now, I also wanted to point out you can – on the AIR page you can also sign up for quick 
alerts to receive updates on when new information is posted, and also on upcoming 
webinars.  
 
 
This is something that I have done myself, works very well. The IRS Information and 
Technology Office and the Affordable Care Act Project Management Office have 
actually been holding webinars for more than a year that cover different topics relating to 
electronic filing and completing the forms. So if you're interested in attending one of 
those webinars you're going to need to register. And as the case with a lot of our other 
webinars, any materials prepared for the webinar, in this case they're going to be posted 
on the AIR page. But unlike some of our webinars on IRS.gov these webinars are not 
recorded. As some of you know, we do record and archive some of them, but not in this 
particular case. 
 
So now we are going to move on and we're going to look at the employer shared 
responsibility payment in a little bit more detail. So here we have information about 
determining whether an applicable large employer will be subject to an employer shared 
responsibility payment.  
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So in the first scenario that you see, the employer does not offer employer-sponsored 
minimum essential coverage – we also call this MEC – to at least 95 percent of its full-
time employees and their dependents and – this is a big and – and at least one full-time 
employee receives the premium tax credit. So in that case that employer is going to be 
liable for an employer shared responsibility payment. 
 
And just incidentally for Section 4980H purposes the term "dependent" means a child of 
an employee who has not reached age 26. It also does not include a foster or a stepchild. 
And in addition, a spouse is not a dependent for purposes of the employer shared 
responsibility provisions, which means that when an employer makes an offer of 
coverage to employees and dependents it does not have to offer coverage to the spouse. 
 
 
So in this scenario that we've looked at here for just a minute the employer may be 
offering coverage to some full-time employees and their dependents, but it's less than 95 
percent, or it's possible that the employer may not be offering coverage at all. The key 
though here is that the coverage is offered to less than 95 percent of the full-time 
employees and their dependents.  
 
Under a special transition rule this 95 percent threshold is reduced to 70 percent for the 
2015 calendar year – and I'll reference back to that here in just a minute when we get to 
the calculation. And although it's beyond the scope of this presentation, in order to be 
eligible for the premium tax credit, an individual has to obtain coverage through the 
health insurance marketplace – I don't think we mentioned that yet.  
 
In the second scenario, the employer does offer employer-sponsored –  
 
 
minimum essential coverage to at least 95 percent of its full-time employees and their 
dependents. But despite that, at least one full-time employee receives that premium tax 
credit. Now why in this case? Well, because coverage might not have been offered to that 
particular full-time employee who received that PTC, or premium tax credit. It could be 
that that person is one of that 5 percent that didn't get the offer of coverage, or the 
coverage that the employer offered was unaffordable, or the coverage that the employer 
offered did not provide minimum value. What do those things mean? We're going to get 
to that in a minute. But, again, that's our second scenario that you see on your slide. 
 
Now which scenario applies determines how the amount of the payment's going to be 
calculated. So that is the payment calculation for the first scenario is significantly 
different than the payment calculation for the second scenario – and we're going to 
explain that calculation in a minute. 
 
 
But, first, we're going to talk more about those terms of unaffordable and minimum value 
what they actually mean. 
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So affordability is determined with respect to the employee's household income. So if an 
employee's share of the premium for employer-provided, lowest cost, self only coverage, 
would cost that employee more than 9.5 percent of that employee's annual household 
income. Then the coverage is not considered to be affordable for that employee. So it's 
not considered affordable note that this 9.5 percent figure is adjusted annually. 
 
Now what is household income? Well, household income generally includes, of course, 
the income of the filer, the spouse, and all of the dependents on the filer's tax return who 
are required to file a tax return. So if an employer offers multiple health care coverage 
options –  
 
 
then the affordability test is going to apply to that lowest cost, self only, minimum 
essential coverage option available to the employee that also meets that minimum value 
requirement.  
 
So because employers are not likely to know the household income of their employees, 
the employer shared responsibility provision regulations include three safe harbors for 
employer affordability. So the safe harbor methods are optional. An employer may 
choose one or may choose to use more of these safe harbors for all of its employees, or it 
could use them for a reasonable category of employee, provided it's got to do so on a 
uniform and a consistent basis.  
 
What do we mean by reasonable category? A reasonable category could be a specified 
job category. It could be the nature of the compensation: "Is that employee paid hourly? 
Is that employee paid salary?" the geographic –  
 
 
location of the employee, and, of course, there are other bona fide – other – some 
business criteria that could be used here as well – just some examples. 
 
So the first safe harbor is the Form W2 safe harbor. It's the Form W2 wage safe harbor. 
So if the employee's required contribution for the calendar year for that lowest cost self-
only coverage that provides minimum value is not greater than 9.5 percent of the 
employee's Form W2 Box 1 wages for that year, then that coverage is considered to be 
affordable for purposes of the employer shared responsibility provisions.  
 
The second safe harbor is the rate of pay safe harbor. So in general, it's going to be based 
on the employee's rate of pay at the beginning of the coverage period. But it's going to 
assume 130 hours of service for the month regardless of actual hours of service. 
 
 
So the third one is the federal poverty level safe harbor which provides that coverage is 
affordable if it does not exceed 9.5 percent of the federal poverty level for a single 
individual. And, of course, have to refer back to the regs on the employer-shared 



 Affordable Care Act (ACA) Employer Provisions Page 10 of 18 
 

 

  Page 10 of 18 

responsibility provision regulations; again, contains a lot more details about the safe 
harbors. But for our purposes we're going to move on to minimum value.  
 
So how does an employer know whether the coverage it offers provides minimum value? 
Well, the plan provides minimum value if it covers at least 60 percent of the total allowed 
cost of benefits that are expected to be incurred under the plan. So, generally, in order to 
provide minimum value, a plan is also going to have to provide substantial coverage of 
inpatient and hospital services. And also want to point out Health and Human Services 
(HHS) –  
 
 
has created a minimum value calculator. So by entering certain information about the 
plan such as deductibles and copays into that calculator, the employer can get a 
determination as to whether the plan might provide minimum value. And, again, that 
minimum value calculator is available on the HHS website at CMS.gov/CCIIO. And I'll 
reference back to that website when we conclude our presentation. I think there's a slide 
out there for you. 
 
So next we're going to talk about the amount of the employer shared responsibility 
payment.  
 
So here we have the methods that are used to calculate the employer shared responsibility 
payment; and as you can see, the employer shared responsibility payment, it's not a flat 
amount, it is based on the number of full-time employees and is calculated on a monthly 
basis. So the first bullet shows the payment if an employer –  
 
 
does not offer minimum essential coverage to at least 95 percent – again, 70 percent for 
2015 – of its full-time employees and their dependents, and at least one full-time 
employee gets that premium tax credit; and that's because that employee has purchased 
coverage through a health insurance marketplace. 
 
The assessable payment of $2,000.00 is adjusted annually. And what I would say if for 
the 2015 year, the assessable payment is $2,080.00 for each full-time employee. By 
statute I also want to point out the first 30 full-time employees are going to be excluded 
from the calculation. So, again, that's the first 30 full-time employees. And on a monthly 
basis that's $173.33 per month per full-time employee. For 2016 the annual amount's 
going to be $2,160.00. 
 
 
So back to our slide. The second bullet, it shows the calculation when the employer does 
offer coverage to at least 95 percent – 70 percent for 2015 – of its full-time employees 
and their dependents. But at least one full-time employee purchases coverage through the 
marketplace and receives that premium tax credit. And, again, that could be because that 
full-time employee did not receive an offer of coverage, or because the offer of coverage 
was not affordable to the employee or did not provide minimum value.  
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So in this case the $3,000.00 assessable payment is adjusted annually, and for 2015 year, 
the assessable payment os $3,120.00. This one is not calculated on all full-time 
employees, but rather it is going to be based on only the number of full-time employees 
who receive that –  
 
 
premium tax credit. The monthly amount is $260.00 for each month for each full-time 
employee who received a premium tax credit; and for 2016, the annual amount is going 
to be $3,240.00. Also note that the amount of that employer shared responsibility 
payment that's described in this second bullet you see on your slide, it cannot exceed the 
payment calculated by the method shown in the first bullet as if coverage was not offered.  
 
And also, as I mentioned earlier, each applicable large employer member is liable for its 
Section 4980H assessable payment, and it's not liable though, however – it's not liable for 
the payment of any other entities in the case of a controlled group of entities. So liable for 
its own and not liable for the payment of the other entities in a controlled group.  
 
So now we're going to take a look at –  
 
we've taken a look at the calculation of the payment. We're going to look at the payment 
and the assessment here. So it's important to note that employers will not report or 
actually pay an employer shared responsibility payment with any return that they file. So 
the question then begs, "How is an employer supposed to know if it owes an employer's 
shared responsibility payment?"  
 
So based on information reported by the ALE member and employee, the IRS is going to 
contact that employer to inform it of a potential liability, and also provide it an 
opportunity to respond before any assessment or notice and demand for payment is made. 
And I know this question's been coming up quite a bit lately and very important to note; 
the employer is not going to be contacted by the IRS for the given calendar year until 
after the employee's individual income tax returns are due for that year. 
 
 
Now why is that? Makes sense, because that's going to show any claims for those 
premium tax credits that the employees receive, and that is crucial, of course, for the 
calculation of this. So if it's determined that an employer is liable for an employer shared 
responsibility payment after that employer has responded to that initial contact, then, of 
course, IRS is going to send a notice and demand for payment, and it's also going to 
instruct the employer on how to actually make the payment. 
 
So we are going to switch gears here a little bit, because so far we've talked about ACA 
provisions that are applicable only to ALEs. And now we're going to discuss provisions 
that are applicable to all employers and not just ALEs, but could include ALEs. 
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So the Affordable Care Act also requires under Section 6055 that health insurance 
issuers, self-insured employers –  
 
 
government agencies, and other entities that provide this minimum essential coverage, or 
MEC as we call it, to an individual during a calendar year, they have to report that 
coverage information to the IRS. So providers of MEC also must furnish to covered 
individuals a copy of the return that was filed with the IRS. Now the information that's 
furnished and reported is used by individuals, and it's also used by the IRS to verify the 
months, if any, of course, in which individuals were covered by minimum essential 
coverage, and therefore satisfy that individual shared responsibility requirement of 
5000A of the in Internal Revenue code which, of course, requires nonexempt individuals 
to have either minimum essential coverage or make that individual shared responsibility 
payment. So self-insured employers – and that is an employer who sponsors self-insured 
group health plans –  
 
 
they are subject to these whether or not they are ALEs under the employer shared 
responsibility provisions. So this means that an employer of any workforce size that self-
insures must comply with these information reporting requirements. 
 
So self-insured employers that are not ALEs, they're going to use Form 1095-B and the 
Transmittal 1094-B to meet the information reporting requirements for providers of 
minimum essential coverage. Self-ensured employers that are ALEs and therefore they're 
also subject to the Section 6056 reporting requirements that we just discussed, they're 
going to actually combine reporting under both provisions by filing a single information 
return, the Form 1095-C and the Form 1094-C, the transmittal. The information that 
satisfies both –  
 
 
that Section 6055 reporting requirement is entered in Part 3 of the Form 1095-C. Again, 
so Part 3 of the Form 1095-C. 
 
The information that a self-insured employer would report includes information about the 
responsible individual. So the person who may be the primary insured or related person 
such as a parent or spouse who submitted the application for coverage for each covered 
individual. It's also going to include the name and taxpayer identification number of 
persons that are covered along with the months that they were covered. So for more 
information on this Section 6055 reporting requirements, again, you'll want to visit 
IRS.gov. There is also a webinar. So some of the things we can't get to today, there are 
webinars on the website that have been recorded and archived for you. So you may want 
to check that out on your own time if you have questions. 
 
 
So now what we're going to do is switch gears again and talk about an ACA provision 
that requires employers to report the cost of coverage under an employer sponsored group 
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health plan. So when did this take place? Well, some of you might remember this, that 
reporting for the 2011 calendar year, this again would mean the Form W2 that was 
required to be furnished to employees in January 2012, was optional. But for the 2012 
calendar year and beyond employers generally are required to report the cost of health 
benefits that are provided on the Form W2.  
 
So reporting the cost of health care coverage on the Form W2 does not mean that the 
coverage is taxable. That's a very common question, I think, in the beginning for 
taxpayers. The value of the employer's contribution to health coverage, it continues to be 
excludable from that employee's income, and, of course, it is not taxable. So this 
reporting –  
 
 
what is it for? It's for informational purposes, and it's supposed to assist that employee 
with providing some useful and comparable information on the cost of the health care 
coverage that they're receiving. 
 
Employers that provide applicable employer-sponsored coverage under a group health 
plan are subject to this cost of coverage reporting requirement. So this, again, includes 
businesses, tax exempt organizations, and federal and state local government entities, 
except with respect to plans that are maintained primarily for members of the military and 
their families. Also want to point out that federally recognized Indian tribal governments 
are not subject to this requirement. 
 
Common question also is, "Well, what amount should the employer report on a Form W2 
for health coverage? Is it the amount the employer paid, the amount that the employee 
paid?" So in general the amount that's reported should, of course, include the portion paid 
by the employer and –  
 
 
the portion paid by the employee. In the case of a health FSA, the amount reported should 
not include the amount of any salary reduction contributions. For more information on 
that you'd want to see Notice 2012-9 for more detail on the interim rules that apply to 
reporting contributions to a health FSA. And, of course, where on the Form W2 does the 
employer report these costs? Well, the cost of the health care benefits is reported in Box 
12 of the Form W2 with Code DD to identify the amount. 
 
Employers are also responsible for withholding the 0.9 percent additional Medicare tax 
on an employee's wages, the compensation, and self-employment income, and, of course, 
that of the individual’s spouse if married filing jointly that exceeds a threshold amount 
that's based on the employee's filing status. Medicare wages and self-employment –  
 
 
income are combined to determine if income exceeds that threshold. A self-employment 
loss is not considered for purposes of this tax. Railroad Retirement Tax Act, or RTA, 
compensation is separately compared to this threshold. Additional Medicare tax went into 
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effect, as some of you might remember, in 2013. So, again, that means we're talking 
about wages and compensation above that threshold received in taxable years beginning 
after December 31, 2012. So examples of some of the filing thresholds we're talking 
about: married filing jointly is $250,000.00, for single individuals $200,000.00 So that's 
just a couple of the filing threshold amounts. 
 
Before we move on, I also want to point out that employers are required to begin 
withholding additional Medicare tax in the pay period in which it pays wages and 
compensation in excess of that –  
 
 
threshold amount to the employee. And, again, as a final point on this one, there is no 
employer match for the additional Medicare tax. 
 
So one of our last topics we're going to talk about is if an employer is not an ALE, we 
have not talked too much about our small business employers, what's available to them. 
Well, we're going to talk for a minute about the small business health care tax credit. So 
this is a tax credit that can benefit small employers who provide health coverage to their 
employees. So the small business health care tax credit benefits employers that have 
fewer than 25 full-time equivalent employees, pay an average annual wage of less than 
$50,000.00 per full-time equivalent. Again, this is indexed for inflation beginning in 
2014. So for 2015 and 2016 the limit is actually $52,000.00, and they also pay at least 
half of the employee health insurance premiums. 
 
 
So for purposes of this credit the employer adds all the employee hours but not more than 
2080 for any employee, and divides by 2080 to get the number of full-time equivalents in 
this case. 
 
So to be eligible for this credit, employers must purchase coverage through the small 
business health options program more commonly known maybe to you as the shop 
marketplace. Transition relief from that requirement is available to certain employers. 
But for more –  
 
 
information you're going to have to check out the instructions to the Form 8941. Don't 
have a lot of time to go into that. 
 
The maximum credit is 50 percent of the premiums paid for small business employers 
and 35 percent of premiums paid for small tax exempt employers. The credit, keep in 
mind, begins to phase out for employers who have more than ten full-time equivalent 
employees, or who pay average wages of more than $25,000.00, indexed for inflation 
beginning in 2014. 
 
An eligible employer may claim the credit for only two consecutive tax years as of tax 
year 2014 beginning with the taxable year for which the employer first claims the credit. 
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And keep in mind that this credit has been around since tax year 2010. I remember 
presenting it at that time, and the two-year limitation did not apply prior to 2014. Small 
employers may still be eligible to claim the tax credit –  
 
 
for tax years prior to 2014. So employers who were eligible to claim this credit for prior 
years but didn't do so may consider if they are still eligible to amend prior year returns in 
order to claim it. 
 
So just a reminder here that refund limitations may apply. So what does that mean? Well, 
generally, a claim for refund must be filed within the later of three years from the time 
the tax return was filed, or two years from the time the tax was paid, whichever of such 
periods expires later; or if there was no return filed by the taxpayer, within two years 
from the time the tax was paid. 
 
Small employers, as I mentioned, they're going to use Form 8941, the credit for small 
employer health insurance premiums, to calculate the credit. The instructions for the 
Form 8941 contain much more detailed information about filling out the actual form. 
Small business employers include the amount as part of the general business credit –  
 
 
on their income tax returns. Small tax exempt employers include the amount on the Form 
990-T exempt organization business income tax return. And they're going to have to file 
that form 990-T in order to claim the credit even if ordinarily they wouldn't do so. So 
even if a small business employer did not owe tax during the year, keep in mind that it 
can carry the credit back or forward to other tax years. And, also, since the amount of the 
health insurance premium payments is going to be more than the total credit, eligible 
small businesses can still claim a business expense deduction for the premiums that are in 
excess of the credit. So that is both a credit and a deduction for employee premium 
payments.  
 
And there's also good news for the small – the tax exempt employers too. This credit is 
refundable, so even if they have no taxable income they may be –  
 
 
eligible to receive the credit as a refund, so long as it doesn't exceed their income tax 
withholding and Medicare tax liability. Refund payments issued to small tax exempt 
employers claiming the refundable portion of the credit are subject to sequestration. For 
more information on that, I know time's running short, I'm going to refer you to the 
website. But just wanted to point that out. More information about the small business 
health care tax credit is available on the website, including the instructions, the final regs 
under 45R that were issued in 2014.  
 
So just want to run through your ACA Web resources. For a lot of the topics we covered 
today, for more detail you definitely want to check out our website. There is an ALE 
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center, information center. So an ALE information center. It's got those webinars that 
have been recorded and archived for you, all those FAQs –  
 
 
that can answer your questions, more specific questions that we can get to today. And 
also healthcare.gov contains information on health care coverage enrollment through the 
health insurance marketplace; and, of course, how to get the appropriate financial 
assistance, including advance payments of that premium tax credit. 
 
And, as I mentioned, there is that CMS website that has that minimum value calculator. 
The Centers for Medicare and Medicaid Services, they administer the programs including 
Medicare, Medicaid, children's health insurance program (CHIP), and the marketplace.  
 
 
There's also more information on hot topics on your last slide. That brings me up to the 
amount of time I've got. Thank you so much.–  
 [End of Audio]  
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Glossary 

 

Affordable Care Act (ACA)– contains comprehensive health insurance reforms and 
includes tax provisions that affect individuals, families, businesses, insurers, tax-exempt 
organizations and government entities. These tax provisions contain important changes, 
including how individuals and families file their taxes. The law also contains benefits and 
responsibilities for other organizations and employers. 

Applicable large employers (ALE) - must report to the IRS information about the health 
care coverage, if any, they offered to full-time employees.  The IRS will use this 
information to administer the employer shared responsibility provisions and the premium 
tax credit.  

Flexible Spending Arrangement (FSA) -  allows employees to be reimbursed for 
medical expenses. FSAs are usually funded through voluntary salary reduction 
agreements with your employer. No employment or federal in-come taxes are deducted 
from your contribution. The employer may also contribute. 
Railroad Retirement Act (RRA) – RRA is the benefit system through which payments 
are made to retired railroad workers. Benefits are administered by the RRB. 

Railroad Retirement Tax Act (RRTA) – RRTA taxes fund railroad worker retirement 
benefits.  Collection of these taxes is the responsibility of the IRS.  These taxes are 
imposed by chapter 22 of the Internal Revenue Code (IRC). 
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