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Confused? That’s understandable considering the multitude of questions you have to ask yourself to comply 
with the Employer Mandate. We hope this brochure will serve as your guide through the complexity of Health 
Care Reform.

The Employer Mandate:
Let Us Guide You 

Through It!

THE EMPLOYER MANDATE – 
COMPLEX, TIME-CONSUMING, 
AND EXPENSIVE
Why?  Because it affects all employers with 50 or 
more full-time or full-time equivalent employees. 
That seems simple, right?  Guess again. What is a full-
time equivalent employee?  What about part-time 
employees?  Do I count part-time employees to get 
to 50 employees?  Do I report employees from both 
of my companies together or separately?   What 
about the employees I hire during the holiday rush?  
What about teachers?  Coaches?  How does the IRS 
know?  What are the penalties???

And that’s just to determine if you are an Applicable 
Large Employer and subject to the employer 
mandate. After you determine that you are an 
Applicable Large Employer, you must provide 
Minimum Essential Coverage that is of minimum 
value and that is affordable. What is Minimum 

Essential Coverage?  How do I know that our 
coverage is of minimum value?  How do I know it is 
affordable to my employees, no matter where they 
are on the pay scale?  When does coverage start?  
Who gets coverage?   

AM I AN APPLICABLE LARGE 
EMPLOYER?
How do I know if I am an Applicable Large 
Employer (ALE)?
You have to count full-time employees, full-time 
equivalents, and maybe variable hour employees. 
If you are part of a controlled group, you must 
aggregate your employees to count them. If all of 
this adds up to 50 or more, you are an ALE.

A full-time employee is defined as an employee 
working 30 hours or more per week or 130 hours or 
more per month.
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To learn more about this and other Health Care Reform topics, check out our blog

at www.creativebenefitsinc.com/topic/health-care-reform/ 
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Full-time equivalents are determined by the below 
sample calculation:

Full-time: 25 full-time employees

Part-time: 40 part-time employees X 20 hours

    = 800 TOTAL HOURS

   800 / 30 hours

     = 26.667 FTE

(rounded down to the nearest whole number)

25 full-time employees
26 full-time equivalents

= 51 full-time employees

Transition Relief for 2015:  there is transitional 
relief for the 2015 tax year. This transitional relief 
allows the employer to use any consecutive six 
month period in 2014 for this calculation. 

 
What if I own more than one company?  
If you have an ownership interest in more than 
one company, you may have a parent-subsidiary 
relationship or a brother-sister relationship. In either 
of these cases, you must aggregate the number of 
employees to determine if you are an ALE. If you 
are, the companies must offer coverage. It is easy to 
understand the parent-subsidiary relationship, but 
the brother-sister relationship can be very complex 
and may require review by your accountant or 
attorney. Here is a brief description:

A brother-sister controlled group is a group of 
two or more corporations in which five or fewer 
common owners own:  

1. a “controlling interest” of each corporation, which 
is generally 80 percent or more of the stock of 
each corporation (with each owner owning stock 
in each company); and 

2. have “effective control” which is generally more 
than 50 percent of the stock of each corporation.

I AM AN ALE – WHAT 
EMPLOYEES DO I HAVE TO 
COVER?
What employees are entitled to coverage?
You must offer coverage to your full-time employees 
and their dependents. That simple statement is full 
of detail:  you only need to offer coverage; your 
employees are not required to take it. Full-time 
employees are employees who work an average of 
30 or more hours per week or 130 hours or more per 
month. Even though you may have counted part-
time employees to determine whether you are an 
ALE, you are not required to offer them coverage. 
Employees’ dependents must be offered coverage 
up to the age of 26. You are not required to offer 
coverage to a spouse. 

What about my holiday rush employees?
Even if an employee works more than 30 hours per 
week, if that employee works 120 days or fewer 
during the year, that employee is seasonal. The 
employer does not need to offer coverage.  

What about employees whose work hours 
change?  

These are called variable-hour employees. 
Determining whether or not they are full-time 
and, therefore, eligible for an offer of coverage, is 
vital to employers. Getting this wrong may subject 
you to penalties if that employee goes to the 
marketplace and qualifies for a premium tax credit. 
The IRS requires a method called the standard 
measurement period. The employer may choose 
a “look-back period” of 3 months, 6 months, or 12 
months. The employer looks back at the employee’s 
hours over that period to determine if the employee 
averaged over 30 hours per week. If the employee 
averaged over 30 hours per week, the employer 
must offer coverage to that employee during a 
“stability period.”  The stability period is the same 
number of months as the look-back period, but it 
can be no fewer than 6 months.

+                                                  

What is a Full-Time Employee? Any employee that works 30 hours per week 
or 130 hours per month
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What is a Minimum Essential Coverage? A generic term covering most types of 

employer-sponsored plans.

What is Minimum Essential Coverage?
This is the easy part: Minimum Essential Coverage 
(MEC) is a generic term covering most types of 
employer-sponsored plans. If you are fully-insured, 
most insurance plans provide MEC; if you are 
self-insured, your coverage will typically qualify as 
MEC.

What is Minimum Value?
Minimum value means the plan covers at least 60 
percent of the cost of employee-only coverage, 
even if the employee chooses to cover dependents 
and a spouse. Employees may be responsible for the 
other 40 percent, which could include copays, 
co-insurance, or deductibles.

What is affordability?
This term is problematic - the regulations state 
that an ALE must provide a plan, that for single 
coverage, costs no more than 9.5% of an employee’s 
household income, but employers typically don’t 
know what their employees’ household income is. 
The employer can use one of three safe harbors. An 
ALE must offer coverage that is no more than 9.5% 
of: W-2 income, rate of pay (monthly); or Federal 
Poverty Line ($11,770 for individual in 2015).

I AM AN APPLICABLE LARGE EMPLOYER – WHAT TYPE OF 
COVERAGE MUST I PROVIDE?

THE NO COVERAGE 
PENALTY

THE UNAFFORDABLE 
COVERAGE PENALTY

$2,000 per year
Or, $167 per month per full-time employee 
(minus the first 30) for large employers 
that do not offer health coverage to their 
full-time employees and their dependents 
IF even one full-time employee receives 
financial aid through an Exchange.

$3,000 per year
Or, $250 per month per employee 
that receives financial aid through 
an Exchange due to the employer’s 
coverage being “unaffordable” or 
providing “minimum value.”
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What is Minimum Value? It is a plan that covers at least 60% of the cost of employee-only coverage, 

even if the employee chooses to cover dependents and a spouse.

NOW WHAT? YOU REPORT TO THE IRS
Who reports...

EmployEr SizE

Small Large (ALE)

Fully Insured none*

Full-time Employees

1094-C
1095-C

Parts I and II only*

Self Insured
Enrolled persons

1094-B
1095-B

Full-time Employees

1094-C
1095-C

Parts I, II and III

*Carrier will fulfill reporting requirements for Part III of 1095 and send the form directly to employee.

1095

1094

1095

1095

1095

1095

1095

1095-C
Part III

1095-C
Part III

1095-C
Part III

Copy of 
Every 
1095-C

INSURANCE

CARRIERS
EMPLOYEES

EMPLOYER

2015 INDIVIDUAL TAX RETURNS

So much paper:

• ALEs must provide a form 1095-C to each full-time employee offered coverage

• ALEs must provide a copy of every employee’s 1095-C to the IRS

• ALEs must submit a 1094-C as a transmittal sheet.

• Insurance carriers must provide a 1095-C Part III to each enrolled dependent (fully-insured)

• Insurance carriers must provide a copy of every 1095-C to the IRS

(Self-insured ALEs will complete Part III for dependents)

...and how?
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Throughout the process of filling out and filing these forms, if you have any questions, 

please contact us at 1-866-306-0200.

1095-C: EMPLOYEE STATEMENTS
• Forms completed by employers that are distributed to employees

• Forms that are filed with the IRS with their corresponding 1094-C

5

Fully-insured – the insurance carrier provides this

Self-insured – names and tax identification numbers

PART II

(2015)

PART I

PART III
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Concentrate on the Coverage Codes 1E - 1H because these are the most commonly applicable.

LINE 14: Offer of Coverage Codes

We “affectionately” refer to 2015 as the “do the 
best you can” year!  There is a lot of transition relief 
available, and the Government does understand that 
employers have their hands full this year learning 
to produce accurate information.  It is anticipated 
that the most commonly used codes will be 1E for 
employees employed during each month and 1H 
for employees not employed or in a waiting period.  
Please be sure you understand your coverage and choose the right codes for you. 

LINE 15: Simple Math!

*Ask your Employee Benefits Consultant to help you with this number.

LINE 16: Applicable Section 4980H Safe Harbor

This looks daunting, but the choices aren’t that bad. 2A, 2B and 2C are easy. 2D looks technical, but the 
limited non-assessment period is essentially the waiting period. 2E means your employees are covered by 
their union benefits and 2F, 2G and 2H mean that the health coverage that you offer is affordable to those 
who waive coverage.

2A. Employee not employed during the month
2B. Employee not a full-time employee
2C. Employee enrolled in coverage offered
2D. Employee in a Section 4980H (b) limited non-assessment period
2E. Multi-employer interim rule relief

2F, 2G, 2H - Section 4980H affordability Safe Harbors
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For more information visit the IRS website at https://www.irs.gov/

ANYTHING ELSE?
One more form – 1094-C.  Think of this as the cover sheet that you attach to all of the 1095-Cs that you are 

sending to the IRS.  

1094-C: TRANSMITTAL SHEET
PART I
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LINE 18: You must tell the IRS exactly how many 1095-Cs you are submitting.  These are copies of the 1095-Cs 
that you have provided to your employees.

https://www.irs.gov/
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PART II

LINE 19: In most cases, you would check this box.  It is a rare situation where your 1094-C is not the 
authoritative transmittal.

LINE 20:  Use the same number that you provided in Line 18.  

LINE 21: If you are a member of a parent-subsidiary or brother-sister group, then you must check yes and fill 
out Part IV.  If you are not part of an aggregated group, check no and do not fill out Part IV.

LINE 22: Certifications of Eligibility:

A. Qualifying Offer - plan that costs less than $1100.  Available to fully-insured employers only.

B. Qualifying Offer Method Transition Relief for 2015 – employer made qualifying offer to 95% of its 
employees.

C. Section 4980H Transition Relief – This certification of eligibility provides the most broad 
transition relief and can be used by any employer to give them time to comply fully in 2016.   

D. 98% Offer Method – compliant coverage to employee and dependents offered for 12 months.

What is a qualifying offer? A plan that costs less than $1,100 and is only available 
to fully-insured employers.



Column A:  indicates that Employer offered minimum essential coverage to 95% of its full-time employees 
and their dependents – for all 12 months or individual months as applicable.  However, if Employer qualifies 
for any transition relief, he or she may check yes in applicable boxes for all 12 months or individual months 
as applicable.  

2015 Transition Relief:  employers may offer minimum essential coverage to 70% of its full-time employees; 
employer permitted to exempt dependents so long as employer prepares to provide coverage in 2016; 
employers permitted not to provide minimum essential coverage to full-time employees and dependents 
during 2015 and into 2016 if the employer has a non-calendar plan year extending from 2015 into 2016.

Column B:  this column is the number of full-time employees only.  It does not include employees in a 
waiting period.  

Column C:  this is a count of all employees – full-time; part-time; in a waiting period.

Column D:  if you are part of an aggregated group – parent-subsidiary or brother-sister – you must check 
this box and fill out Part IV.

Column E:  if you have checked C on Line 22:
 If you are an Applicable Large Employer with 50-99 full-time employees - use code A
 If you are an Applicable Large Employer with 100+ full-time employees, use code B
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PART III

2015 Transition Relief states employers may offer minimum essential coverage to 70% of its
full-time employees.
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PART IV

If you are a member of an aggregated group, list the other employers in the group, starting with the 
member with the highest number of average monthly full-time employees. 

COMING ATTRACTION...
CADILLAC TAX
A provision of the ACA coming in 2018 that pegs a 40% excise tax on high-cost health insurance plans.  If 
this stands, it will require employers to begin planning as early as 2016.  

This concludes the December Edition of the Health Care Reform Update.
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