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The Affordable Care Act (ACA) added section 4980H to the Internal Revenue Code (IRC). Under IRC section 
4980H(a), an Applicable Large Employer (ALE) may be subject to a penalty if it fails to offer 95 percent of its 
ACA defined full-time employees, and their dependents, minimum essential coverage (MEC). Even if an ALE 
offers MEC to the requisite percentage, it may still be subject to a penalty under IRC section 4980H(b) if it does 
not offer MEC to all full-time employees or the MEC that is offered is unaffordable or does not provide 
minimum value (MV). The penalties are effective as of January 1, 2015 but the Department of the Treasury 
provided transition relief for 2015, including relief specifically for non-calendar year plans. Examples of how the 
transition relief applies to non-calendar year plans is available in our April 2015 Briefing. 

http://www.keenan.com/news/brief/2015/BRF_20150417_HCRNonCalendarYearPlansPenalties_KA.pdf  

The ACA also added IRC section 6056, which requires ALEs to report on their employer-sponsored coverage. 
For reporting purposes, ALEs with non-calendar year plans will need to know how the transition relief applies 
to their full-time workforce as a whole and to their full-time employees individually.  

This Briefing provides examples of how the IRC section 4980H transition relief relates to the reporting under 
IRC section 6056 for non-calendar year plans. 

REPORTING UNDER IRC SECTION 6056 – FORM 1094-C 

All ALEs must report under IRC section 6056 on Internal Revenue Service (IRS) Forms 1094-C and 1095-C. In 
Part III(a) on Form 1094-C, an ALE must certify for each calendar month that it offered MEC to the requisite 
percentage of full-time employees (70 percent in 2015). The following example illustrates how an ALE utilizing 
the non-calendar year plan transition relief would report in Part III(a) of Form 1094-C.  

Employer X has 300 full-time employees with a July 1 – June 30 non-calendar year plan. For the period 
January 1 – June 30, 2015, it offered MEC to 67 percent of its full-time employees. However, Employer X 
qualified for the non-calendar year plan transition relief and offered MEC to at least 70 percent of its full-
time employees from July 1 – December 31, 2015. 

How should Employer X complete Part III(a) on Form 1094-C for the 2015 calendar year?  

An ALE meeting the requirements for non-calendar year plan relief may treat employees as offered MEC even 
if the employees were not actually offered MEC. In other words, since Employer X met the requirements for 
the transition relief and offered MEC to at least 70 percent of its full-time employees by the first day of its plan 
year (July 1, 2015), it will be treated as having offered MEC to 70 percent of its full-time employees for the 
months in 2015 before the beginning of the 2015 plan year (e.g., January – June 2015). And since Employer X 
continued to offer MEC to 70 percent of its full-time employees for July – December of 2015, it can certify 
“yes” in Part III(a) of Form 1094-C that it offered MEC for all 12 months. If Employer X had not qualified for 
the transition relief, it would have to certify “no” for the months January – June 2015.  
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REPORTING UNDER IRC SECTION 6056 – FORM 1095-C 

In Part II Line 14 on IRS Form 1095-C, ALEs must enter an appropriate indicator code for the type of MEC 
offered to the employee by calendar month. However, even if an ALE met the requirements for the non-
calendar year plan transition relief, and would not be subject to an IRC section 4980H(b) penalty with respect to 
a particular employee, the ALE cannot report that MEC was offered to that employee for the months that 
MEC was not actually offered. The following example illustrates how an ALE utilizing the non-calendar year 
plan transition relief would report in Part II Line 16 of Form 1095-C. 

Employer X offered MEC to 72 percent of its 300 full-time employees as of January 1, 2015 but it was 
unaffordable to 47 of those employees. However, Employer X qualified for the non-calendar year plan 
transition relief and offered affordable, MV coverage to those 47 full-time employees for July 1 – December 
31, 2015. 

How should Employer X complete Part II Line 14 on IRS Form 1095-C for one of those 47 employees?  

The ALE will enter indicator code “1H” for no offer of MEC for the months January – June 2015 even though 
it qualified for the non-calendar year plan transition relief but it will indicate in Part II Line 16 that the non-
calendar year plan transition relief applies to the particular employee by using code “2I.” For the months July – 
December 2015, Employer X will enter the appropriate code in Line 14 for the type of MEC that was offered 
to the employee as well as the appropriate code in Line 16 that applies to the particular employee.  

Why is the IRS requiring ALEs to report in this manner? It is important to remember that the purpose of 
reporting under IRC section 6056 is not only to determine if an ALE is subject to an IRC section 4980H 
penalty but also to assist the IRS with administering the premium tax credit. The reporting on Line 14 helps the 
IRS determine if the employee may be eligible for a premium tax credit while the reporting on Line 16 helps the 
IRS determine whether the ALE may be subject to a penalty if that employee were to receive a premium tax 
credit.  

Please contact your Keenan Account Manager for questions regarding this Briefing or if you require any 
additional information regarding the Affordable Care Act. 

 

 

 

 

 

 

Keenan & Associates is not a law firm and no opinion, suggestion, or recommendation of the firm or its employees shall constitute 
legal advice. Clients are advised to consult with their own attorney for a determination of their legal rights, responsibilities and 
liabilities, including the interpretation of any statute or regulation, or its application to the clients’ business activities. 
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