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Quick Facts:   

 In February 2015, the IRS issued final 
forms and instructions for IRC section 
6055 and 6056 health coverage reporting 
related to certain Affordable Care Act 
(ACA) provisions. The forms apply to 
2014 coverage for which reporting is 
voluntary. 

 Applicable large employers (ALEs) must 
report to the IRS certain coverage and 
employee data, and provide individual 
statements to employees. 

 The first reports and statements are due in 
early 2016 for 2015 coverage and 
employee information. 

 These new, complex requirements 
necessitate advance planning and 
coordination with various stakeholders 
(e.g., HR, HRIS, payroll, tax advisors, 
others).  

 
EPIC has received many inquiries about the new Affordable Care Act (ACA) Health Coverage Reporting 
rules – a new, complex requirement under Internal Revenue Code (IRC) sections 6055 and 6056. After 
the final forms and instructions were issued in February, EPIC published an in-depth Compliance Alert on 
the topic to provide analysis and guidance for clients. On April 16, 2015, EPIC presented a detailed 
webinar on the requirements including instructions for completing the forms. 
  
This Compliance Alert provides answers to a number of frequently asked questions received following 
the April webinar. For background and in-depth guidance and details on the reporting requirements, 
please refer to the Compliance Alert and the webinar recording posted on the EPIC website. See 
“Additional Resources” at the end of this article for access information.  
 
Q. 1. We already report the cost of health coverage to the IRS on employees’ W-2s. Is this a different 
requirement?  
 
A. 1. Yes, the requirement to report the cost of coverage on employee W-2s is separate from the new 
health coverage reporting requirements under Code sections 6055 and 6056. The information provided 
under section 6055 reporting is used by the IRS to administer the ACA’s individual shared responsibility 
mandate. The IRS uses the information provided under section 6056 to administer the ACA’s employer 
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shared responsibility provision and to determine whether an employee’s eligibility for premium tax 
credits (Marketplace subsidies). 
 
Q. 2. How do we know if we are an applicable large employer subject to health coverage reporting for 
2015? Our workforce fluctuated from under 40 employees to over 50 in 2014. 
 
A. 2.  An applicable large employer (ALE) is an employer that employed an average of at least 50 full-
time-equivalent employees on business days during the preceding calendar year. The employer counts 
its number of full-time-equivalent employees (FTEs) for the calendar year. If 50 or more, the employer is 
an ALE with respect to the following calendar year. 
 
For instance, if the FTE count for calendar year 2014 was 45, the employer is not ALE for 2015 and is 
therefore not subject to the "health coverage reporting rules" for 2015.  However, if the FTE count for 
2015 is 50 or more, the employer will be an ALE for 2016 and will be responsible for the reporting rules 
using 2016 calendar-year employment and coverage data and filing the required 2016 forms in early 
2017. Note that section 6056 reporting reflects calendar year data - not the employer's policy renewal 
year.  
 
Importantly, if the employer is part of a controlled group (e.g., related employers under some degree of 
common ownership or control), the combined number of FTEs determines whether the employer is an 
ALE. See “Determining ALE Status” in the Addendum at end of this article for the rules on calculating 
FTEs. 
 
Q. 3. How do the reporting requirements apply to reporting entities that are part of a controlled 
group? 
 
A. 3. As noted in Q/A 2., companies in a controlled group are treated as a single entity for purposes of 
determining ALE status. If the combined total of FTEs is 50 or more, each of member of the controlled 
group is referred to as an “ALE member.” For purposes of the reporting requirements under section 
6056, each ALE member must file with the IRS a Form 1094-C (transmittal) and Forms 1095-C (employee 
statements) regarding its full-time employees, using its own EIN. In other words, each ALE member is 
subject to the reporting requirements even if the particular member did not employ 50 or more FTEs on 
its own. 
 
Q. 4. If I have union employees listed on my payroll but those employees get their coverage through 
the union, am I responsible for completing any of these forms for those employees? 
 
A. 4. Yes, if the employer is an ALE, the employer is responsible for reporting as the employer. The 
employer will provide Form 1095-C, Parts I and II, to each full-time employee and file copies along with 
transmittal Form 1094-C with the IRS. The IRS instructions include codes to indicate employer is 
participating in a multiemployer plan. Separately, the multiemployer plan will report enrollment in the 
plan by providing another form to the covered employees and the IRS. 
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Q. 5. Do I have to report the coverage offered to a full-time employee who declines coverage, even if 
they have coverage under a plan of another employer? 
 
A. 5. Yes, the employer must complete section 6056 reporting with respect to all full-time employees, 
regardless of whether the employer offers coverage to that employee or whether the employee enrolls. 
 
Q.6. What is the percentage for employee contributions to determine affordability under the IRS safe 
harbor rules in 2015? 9.5% - or 9.56%?  
 
A. 6. The correct safe harbor percentage for employers to determine affordability under the employer 
shared responsibility provision is currently 9.5%. This is separate from the individual shared 
responsibility provision which uses slightly different definition of affordability. An employer need only 
be concerned with the employer provision. 
 
Q. 7. What is considered affordable coverage for dependent children of full-time employees? 
 
A. 7. The ACA does not require ALEs to offer affordable coverage to dependents in order to avoid 
potential penalties under the employer shared responsibility provision  –  the affordability rules apply 
only to full-time employees. That is, the employee’s contribution for employee-only coverage must not 
exceed 9.5% of the employee’s income from the employer in order to be affordable. 
 
Q. 8. What is a limited non-assessment period and how is that period reported on the reporting form? 
 
A. 8. A limited non-assessment period generally refers to a period during which ALE is not subject to an 
employer shared responsibility assessment (penalty) for a full-time employee (e.g., initial measurement 
period). The IRS regulations include a number of limited non-assessment periods which are defined in 
the final instructions.  
An ALE is not required to file a Form 1095-C for an individual who, for all months of a calendar year, is 
either not an employee of the ALE or is in a limited non-assessment period. However, for the months in 
which the employee was an employee of the ALE, he or she would be included in the total employee 
count reported on Form 1094-C, Part III, Column (c). Also, if the employee enrolled in self-funded 
employer-sponsored coverage during the limited non-assessment period, the employer must report the 
coverage in Part III of the Form 1095-C.  
 
Q. 9. Who is required to report dependent social security numbers (SSNs)? 
 
A. 9. Under Section 6055, the health coverage provider  –  either the insurer of an insured plan or the 
plan sponsor (employer) of a self-funded plan – is required to report the SSNs of all covered individuals 
in order for the IRS to verify an individual’s coverage. Self-funded employers report the SSNs on Form 
1095-C, Part III. If unable to obtain a SSN after making a “reasonable effort” to do so, the covered 
individual’s date of birth may be reported in lieu of the SSN. In that case, the coverage provider will not 
be subject to a penalty if it can demonstrate reasonable effort.  
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Q. 10. What is a “reasonable effort” to collect SSNs? 
  
A. 10. The “reporting entity” (insurer or self-funded plan sponsor) must make an initial solicitation at the 
time the relationship with the covered individual is established. (However, the reporting entity is not 
required to make this initial solicitation if it already has the individual’s SSN and uses that SSN for all 
relationships with the individual.) If the reporting entity does not receive the SSN, the first annual 
solicitation is generally required by December 31 of the year in which the relationship with the 
individual begins (January 31 of the following year if the relationship begins in December). Generally, if 
the SSN is still not provided, a second solicitation is required by December 31 of the following year. If a 
SSN is still not provided, the reporting entity need not continue to solicit a SSN. 
 
Q. 11. What are the penalties for incomplete or incorrect returns filed or statements furnished to 
employees? 
 
A. 11. For reporting and statements provided in 2016 for the 2015 calendar year, short-term relief from 
reporting penalties under Code sections 6721 (failure to file correct information returns) and 6722 
(failure to furnish correct individual statement) is available. The IRS states that it will not impose 
penalties for 2015 returns and statements filed and furnished in 2016 on reporting entities (insurer or 
self-funded plan sponsor) that can show that they have made good faith efforts to comply with the 
information reporting requirements. Specifically, relief is provided for incorrect or incomplete 
information reported on the return or statement.  
No relief is provided for reporting entities that cannot show a good faith effort to comply with the 
information reporting requirements or that fail to timely file information return or furnish a statement 
to individuals.  
 
For coverage provided in 2016 and later years, the following penalties generally apply. 

 The penalty for failure to file an information return generally is $100 for each return for which such 
failure occurs. The total penalty imposed for all failures during a calendar year cannot exceed 
$1,500,000. 

 The penalty for failure to provide a correct individual statement is $100 for each statement with 
respect to which such failure occurs, with the total penalty for a calendar year not to exceed 
$1,500,000. 

 Special rules apply that increase the per-statement and total penalties if there is intentional 
disregard of the requirement to furnish an individual statement. 

 
Q. 13. What is an insured plan? What is a self-funded plan? 
   
A. 13. Small employers generally purchase employee benefits coverage through a policy of insurance. 
Consequently, they may not be aware that some employers – usually large employers – can choose to 
“self-fund” or “self-insure” their employee benefit plans. When self-funding a plan, the employer pays 
claims directly and accepts the liability for any high cost claims. Self-funding can save employers money 
because the insurance company is not “in the middle” and is not being paid to take the risk. On the 
other hand, certain employers do not want to assume the financial risk, particularly if they have a small 
number of plan enrollees. Self-funded plans are generally administered by third parties on behalf of the 
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employer. Employers that sponsor self-funded plans are responsible for reporting the individuals 
enrolled in coverage under Code section 6055, while insurance companies must report the enrollment 
for insured plans to satisfy Code section 6055.  
 
Q. 14. Do you have a chart that outlines the section 6055 and 6056 requirements? 
 
A. 14. Yes, please see below.  
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Addendum 

How to determine ALE status 
 
Status as an Applicable Large Employer (ALE) is based on the average number of full-time employees, 
including full-time equivalents, on business days during the preceding calendar year. The IRS provides 
the following method for determining the employee count:  

 Step 1: An “hour of service” is each hour for which an employee is paid or is entitled to payment 
(i.e., for performance of duties, vacation, holiday, sick leave or paid leave). Each employee with 120 
hours of service in a month is a full-time employee for that month. Each employee with fewer than 
120 hours of service in a month is a fraction of a full-time employee for that month. E.g., two 
employees that each had 60 hours of service in January count as one full-time-equivalent (FTE) for 
that month. 

 Step 2: Calculate the number of full-time employees (including seasonal workers) for each calendar 
month in the preceding calendar year.  

 Step 3: Calculate the number of full-time equivalents (including seasonal workers) for each calendar 
month in the preceding calendar year. 

 Step 4: Add the number of full-time employees and full-time equivalents obtained in Steps 2 and 3 
for each month of the preceding calendar year. 

 Step 5: Add up the 12 monthly numbers from Step 4 and divide the sum by 12. This is the average 
number of FTEs for the preceding calendar year.  

 Step 6: If the number obtained in Step 5 is less than 50, then the employer is not an ALE for the 
current calendar year. If the number obtained in Step 5 is 50 or greater, the employer may be 
eligible to use one of two special rules to get the total below 50 (for details, refer to your EPIC 
account team). If the final FTE count is 50 or more, the employer is an ALE and is subject to the 
reporting requirements. 
 

Note that the determination of ALE status is made retrospectively—e.g., employees are counted in 2014 
to determine ALE status for 2015. Remember that related employers in a controlled group are counted 
together to determine each one’s ALE status. 
 
 

 

 

  



 
 

7 
 

tel: 415.356.3900 135 main st., 21st floor, san francisco, ca 94105 epicbrokers.com 

edgewood partners insurance center  ca license 0B29370 
 

Additional Resources  
 
 EPIC Compliance Alert – ACA Health Coverage Reporting - Final Forms and Instructions (February 27, 

2015) available at: 
http://cdn.sparkart.net/edgewoodins/content/pdfs/ComplianceAlert_IRSReleasesFinalFormsandInst
ructionsforHealthCoverageReporting_mms022515.pdf. (This article Includes links to IRS final forms 
and instructions and 2-page IRS guide.) 
 

 EPIC Webinar - ACA Health Coverage Reporting for Employers (April 16, 2015) recording available at 
https://vimeo.com/125471949.   

 

Kristina Beale, Senior Compliance Consultant, EPIC Employee Benefits. 
 

For further information on this or any other topics, please contact your EPIC benefits consulting team. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

This Compliance Alert is offered for general informational purposes only. It does not provide, and is not intended to provide, tax or legal advice. 
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