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“Large employer”ACA REDEFINITION
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ALE: 

APPLICABLE LARGE EMPLOYER

An employer with 50 or more 
full-time employees, including equivalents, 

in the previous tax year

Commonly controlled 
and affiliated companies are 
treated as one group when 

determining ALE status. 

 They must 
combine head counts.

 NOT a once-and-done determination – must be calculated annually.

 If a company was not in existence for all of the previous year, it would 
have to comply if the average head count of the months it was in 
business was 50 or more full-time employees and equivalents.



The ACA employer mandate: 
two levels of compliance 
for Applicable Large Employers

Comply with the COVERAGE MANDATE

Be timely in offering health insurance of a certain quality to 
full-time employees

3 © Integrity Data 2016. All rights reserved.

All year long, 
on a monthly basis

At year-end, in 
monthly breakdowns

Comply with IRS REPORTING REQUIREMENTS  
Prove the right offer was made to the right employee at the 
right time



ACA concept      Shared responsibilityACA CONCEPT

Individuals need to get health insurance 
that meets certain standards – and then 
prove to the IRS that they have it.

Employers need to offer health insurance 
that meets certain standards – and then 
prove to the IRS that they offered it.

When noncompliant, 
both face penalties –

which are significant and
keep increasing.

© Integrity Data 2016. All rights reserved.



Pressure is growing for employees 
to accept employer-sponsored health insurance
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SOURCE: HealthCare.gov       https://www.healthcare.gov/fees/fee-for-not-being-covered/

Penalty for an individual reporting they and their dependents 
have no health insurance

TAX YEAR 2014 TAX YEAR 2015 TAX YEAR 2016

Per 
person

$95 per adult
$47.50 per child under 18

$325 per adult
$162.50 per child under 18

$695 per adult
$347.50 per child under 18

Maximum $285 $975 $2,085

% of household 
income 1% 2% 2.5%

Maximum Total yearly premium for the national average price of a Bronze plan sold through the Marketplace:

$2,448 $2,570 $2,699

OR

WHICHEVER 
IS GREATER



ACA concept     “Pay-or-Play” rulesACA CONCEPT

PLAY: Offer health insurance, whether it 

be a fully compliant plan or not.
Accept risk of the lower penalty.

PAY: Opt to offer no health plan.

Accept risk of the higher penalty.*

* Thereby, contributing to a fund that helps workers find a plan elsewhere.
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Section 4980H 
of the 

Internal 
Revenue Code



ACA concept     Monthly checkpointsACA CONCEPT

Proof of compliance is in payroll and 
benefits data broken down 
monthly.

Employee eligibility must be tracked 
monthly.

Affordability of coverage offered 
must be tested monthly.

Penalties – individual and employer 
– will be  assessed monthly. 
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“HOURS” means “hours of service”

In addition to paid hours that 
are clocked on the job, this 
includes situations that are not 
paid but during which the 
employee is available to the 
employer. 

“FULL-TIME” means

130 hours of service in a 
month – the monthly 
equivalent of at least 30 
hours of service a week 

“Hours” and 
“Full-time employee”

ACA REDEFINITIONS
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A “qualified” planACA REDEFINITION
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has MINIMUM VALUE ( MV)
At least a bronze level of coverage

and is AFFORDABLE

To check whether a plan 
meets MEC and MV 
standards – which have 
their own intricacies –
consult a knowledgeable 
insurance broker.

Our software shows 
whether a plan meets 
affordability tests.

MINIMUM ESSENTIAL COVERAGE  (MEC)  
A group health plan that meets 
basic specifications for care 
to treat and prevent sickness

which also 



From the final regulations, with highlight from December 2015 clarity:

“Coverage for an employee under an eligible employer-
sponsored plan is affordable if the employee's required 
contribution (within the meaning of section 
5000A(e)(1)(B)) for self-only coverage does not exceed 9.5 
(9.66 for 2016) percent of the taxpayer's household 
income for the taxable year.”

ACA REDEFINITION         “Affordability”
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“Safe harbors” to test affordability
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Calculations to use based on what you do know – an employee’s 
compensation:

Learn more about each in this 
blog post:

1095-C reporting: How to use 
affordability safe harbors

W-2 wages safe harbor

Rate-of-pay safe harbor

Federal Poverty Line safe harbor

http://www.integrity-data.com/1095-c-reporting-how-to-use-affordability-safe-harbors/


Videos in Integrity Data’s ACA Reporting 101 series
• Does your business have to comply with the ACA? Are you an ALE 

(Using Santa Claus as an example)
• How do I comply with the ACA? And when?
• What is a 1095-C?
• Why comply? What are the penalties for employers?
• Is the IRS ready?

Downloadable e-book on “Affordable Care Act: Employer Essentials for 
IRS Reporting”

Downloadable ACA checklist for 2016

Blog posts 
• Think you’re behind in ACA reporting? You’re not alone
• ACA Burdened Majority? Employers minding the spirit of the law
• Parsing the ACA inkblot for what’s not divisive – IRS Form 1095-C
• Determining a company’s ALE status

Learn more! 

Educational 
resources 

www.acafluent.com
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http://www.integrity-data.com/aca-ebook/
http://www.integrity-data.com/aca-balance/
http://www.integrity-data.com/think-youre-behind-in-aca-reporting-youre-not-alone/
http://www.integrity-data.com/aca-burdened-majority/
http://www.integrity-data.com/parsing-the-aca-inkblot-for-whats-not-divisive-irs-form-1095-c/
http://www.integrity-data.com/1095-c-reporting-determining-a-companys-ale-status/


Q&A
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Thank you for your time.

To get on the fast and 
sure track to ACA compliance, 

please contact us:

sales@integrity-data.com
888.786.6162

Integrity Data’s publications and presentations are designed to make employers aware of 

IRS reporting requirements under the Affordable Care Act, best practices for compliance 

with those requirements, and the consequences of noncompliance. 

This material is intended to provide accurate information as of the date posted. It is 

provided with the understanding that neither Integrity Data, nor the authors and 

presenters, are rendering legal or accounting advice. 

With respect to your organization’s decision making for Affordable Care Act compliance, 

review the information presented with legal counsel specializing in employment law.


