
© 2014 Keenan & Associates | License No. 0451271 1 Innovative Solutions. Enduring Principles. 

 

 

 
 
 
 

 

Revised 5/13/16. Revised information is in bold. 

The Affordable Care Act (ACA) added section 4980H to the Internal Revenue Code (IRC). Under IRC section 
4980H, an Applicable Large Employer (ALE) may be subject to a penalty if it fails to offer its ACA defined full-
time employees, and their dependents, minimum essential coverage (MEC) that is affordable and provides 
minimum value (MV). MV reflects the percentage of costs a health plan covers. A plan fails to provide MV if its 
share of the total allowed costs of benefits is less than 60 percent or if it does not provide substantial 
coverage of inpatient hospital and physician services. This Briefing describes the methods available for 
determining whether a group health plan provides MV.  

AVAILABLE METHODS FOR CALCULATING MV 

The Department of Health and Human Services (HHS) established three methods for calculating a plan’s MV: 

1. Calculator – A calculator provided by HHS determines MV based on the cost-sharing features of the 
plan. The calculator must be used to measure standard plan features (unless a safe harbor applies) but the 
percentage may be adjusted, if necessary, based on an actuarial analysis of plan features that are outside of 
the calculator’s parameters. The calculator is available at the Centers for Medicare and Medicaid website 
(http://www.cms.gov/CCIIO/Resources/Regulations-and-Guidance/Downloads/mv-calculator-final-4-
11-2013.xlsm).  

2. Safe Harbor – A set of design-based safe harbors provided by HHS in the form of checklists. If a plan’s 
cost-sharing features are consistent with or more generous than one of the safe harbors, the plan provides 
MV. The proposed safe harbors are as follows: 

 A plan with a $3,500 integrated medical and drug deductible, 80 percent cost-sharing, and a $6,000 
maximum out-of-pocket limit; 

 A plan with a $4,500 integrated medical and drug deductible, 70 percent cost-sharing, a $6,400 
maximum out-of-pocket limit, and a $500 employer contribution to a Health Savings Account 
(HSA); or 

 A plan with $3,500 medical deductible, $0 drug deductible, 60 percent medical expense cost-sharing, 
75 percent drug cost-sharing, a $6,400 maximum out-of-pocket limit, and drug co-pays of 
$10/$20/$50 for the first, second, and third prescription drug tiers, with 75 percent coinsurance for 
specialty drugs. 

3. Actuarial Certification – For plans with non-standard features that cannot evaluate MV solely by using 
the calculator, MV is determined based on the value provided by the calculator for standard features plus 
any adjustments for the non-standard features as certified by an actuary. 
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These three methods established by HHS are the only methods available for calculating MV for plans in the 
large group market. For the small group market only, a plan that meets any of the metal tiers of coverage (i.e., 
Platinum, Gold, Silver, or Bronze) as offered on the public Exchange satisfies the MV requirement. 

OTHER CONSIDERATIONS 

Plan sponsors and health insurance issuers must provide a Summary of Benefits and Coverage (SBC) to all 
participants and beneficiaries: (i) at the beginning of each new plan year, (ii) when enrolling in coverage for the 
first time, or (iii) within seven business days if a copy is requested. As part of the SBC, plan sponsors and issuers 
must certify whether the plan does or does not provide MV. In addition, employers subject to the reporting 
requirements under IRC section 6056 must certify whether the MEC offered to full-time employees (and their 
dependents) provides MV.  Accordingly, the calculation of MV will need to be done on an annual basis. 

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. 


