2023 FORMS 1094/1085: —
AHOW-TOGUIDE oo

1094-B

o0
o d SV

\]
..,.1--.\-»'.'--_|uuTllllln ded ea‘t“ \“ um
_’,:;,’,,‘,,‘,\,.;,Ut"’ ye'.Pl'OV\ o s\ 06
o |
-G
‘“95\-.\ull

Thursday,
January 18, 2024
1p.m. (PT)

WARNMNER>



PRESENTERS

Janet Trautwein

Compliance and Government
Affairs Executive

Marilyn Monahan

Monahan Law Office
Owner

WARNMNER)>



o "o 5_cﬁ . n [Jvor OMB Mo, 1545.0951
o S : 20

Department of [ ] correcTep

| Havenue

e Employer Member Employer

1 Mama gf employse (first Nams, middle injtial, lst namej 8 Emplayer identification number (i)

3 Streat addrass (including apartmant no.) 10 Contact telophong numbar

4 City or town 13 Country ang ZIPor Toraign posta)

Part [i

artl !
Nama of ALE Mem

suite 1O o _
15 Employse
Requirad
f':ontrit:y

& ] o
{incheginy
3 Q\TE*‘\ ddr e i g roar W

3 Chyoriown

1 - e ket
i pers to coriat!
i _TF_.~D[\ i | )
“a r\'\ "( e atad T g (orily
Ve .tE ity fomy FC.C
'D_E-Ig\'\?! g o 3
Hama O mmat f“ it
olrerl © w2 i 0 zyita nou
ed address v uding Q0 ¢
sot A0l cludin T ar suiie
i S i no.

12 Ciyor toan

p——
son fo contad

o of persan
{5 Name 0!

2023 Forms 1094/1095:
A How-TO GUide

January 18, 20.24
Marilyn A. Monahan, Monahan Law Office




The ACA § 4980H Employer Shared Responsibility Penalties
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* The § 4980H Penalties
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* Filling Out the Forms

e State Filing Mandates
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The ACA § 4980H Shared Responsibility Penalties:

Who Must Comply?

= “Applicable large employers” (ALEs) must:

e Offer at least 95% of their full-time employees “minimum
essential coverage” (MEC) that is also “minimum value” (MV)
and “affordable” to avoid a § 4980H(a) or (b) penalty, and

* Furnish to employees, and file with the IRS, Forms
1094/1095-C

= |Important:

* Even ALEs that do not offer coverage must furnish/file the
Forms 1094/1095-C

* This is an employer — not a carrier — responsibility (the
carriers will furnish/file Forms 1094/1095-B, but these forms
do not take the place of the Forms 1094/1095-C)

* Small employers (non-ALEs) that self-fund (such as those with
a level funded plan) must furnish/file the Forms 1094/1095-B
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Who Is an ALE?

= An “applicable large employer” (ALE) is an employer with an average of 50 or more full-time
employees, including full-time equivalent employees, during the preceding calendar year

 Whois a full-time (FT) employee? 30 hours per week
* Do you include part-time employees? Yes — “full-time equivalent” (FTE)

o Add all the hours worked per month by part-time (PT) employees (but not more than 120
hours per employee) and divide by 120 (= FTE)

* Special rules apply to “seasonal workers”

* Process: For each calendar month, determine number of FTEs. Then, add your FT and FTE
employees for a monthly total (FT + FTE). Add the monthly totals. Divide the sum of the monthly
totals by 12. If the result is 50 or more employees, you are an ALE (example over).

= Resources: IRS Publications 5208 and 5200, and IRS FAQs (“Determining if an Employer is an
Applicable Large Employer”)



Who Is an ALE? — Example

= Alpha Corp. employs 25 FT employees each month (each work 30 hours/week)

= Alpha employs 40 PT employees (who average 90 hours/month):
 40x90=3,600; 3,600 + 120 = 30 (Alpha has 30 FTE employees each month)
« 25FT+30FTE =55 employees/month

= Add the monthly totals and divide by 12:
e 55x12=660;660+12 =55

= An employer with 50 or more employees is an ALE

= Note: Status could change each year; watch for changes in employee population and mergers and
acquisitions

= Note: Aggregated (control) group rules apply (add together employees of all entities within aggregated
group to determine if they are separately treated as ALEs)

= Note: In California (CO, NY, VT), ALEs may qualify for small group coverage if they have between 50 and 100
employees — but they are still ALEs

43‘ , MONAHAN
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The § 4980H Employer Shared
Responsibility Penalties
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The § 4980H Penalties: Overview

To avoid the § 4980H(a) and (b) penalties, the ALE member must offer “minimum essential
coverage” (MEC) to at least 95% of its full-time employees and their dependent children (not
spouses); coverage must also be “affordable” and of “minimum value” (MV) to avoid a §
4980H(b) penalty (more to follow)

Full-Time (FT) Employees: An employee who is employed an average of 30 hours of service per
week

* Do not have to offer coverage to part-time employees

* Do not have to offer coverage during “limited non-assessment periods” (LNPs), such as a
waiting period (no longer than 90 days) or initial measurement period

Note: If coverage not offered for any day of a calendar month, it is treated as if no coverage
offered for entire month

Compliance Tip: SBC states whether plan is MEC & MV



ACA § 4980H Compliance: The Numbers

ACA § 4980H COMPLIANCE 2024 2023 2022
ACA Affordability Percentage 8.39% 9.12% 9.61%
Section 4980H(a) Penalty $2,970 $2,880 S2,750
Section 4980(b) Penalty S4,460 S4,320 S4,120
Failure to Furnish/File Penalty - IRS S310 $290 $280
Failure to File Penalty - FTB S50 S50 S50
CA Minimum Wage* $16.00 S15.50 S15
Federal Poverty Level (48 states/DC) TBD $14,580 $13,590
*May differ in other states or municipalities
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Penalties: § 4980H(a)

If the employer does not offer MEC to at least 95% of its FT employees (and their dependent children),

And at least 1 FT employee enrolls in an individual plan through a Marketplace (such as Covered CA) and
receives a “premium tax credit” (PTC or APTC),

Then the employer will be assessed an (a) penalty:

* For 2024, penalty is $2,970 per year (5247.50/month) per FT employee, but do not count first 30 FT
employees

e 2024 Example: In 2024, ALE with 200 FT employees does not offer MEC coverage to at least 95% of its
FT employees, and 1 employee receives a PTC. 200 FT —30 = 170; 170 x $2,970 = $504,900 penalty

Important: Employers within an aggregated group share the 30-employee deduction

Important: Do not forget offers to new and ongoing variable, part-time and seasonal as required by the
look-back measurement method (LBMM), if applicable

Important: Eligible employees must have an effective opportunity to elect to enroll in coverage (or
decline to enroll) at least once with respect to the plan year

Important: Maintain records!

4&‘ , MONAHAN
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Penalties: § 4980H(b)

If employer offers enrollment in MEC to at least 95% of its FT employees (and their dependent
children),

But the value of coverage is not “minimum value” (MV) or is not “affordable” (so that an individual
qualifies for a premium tax credit (PTC or APTC)), and

At least one FT employee enrolls in an individual plan through a Marketplace (such as Covered CA),
and receives a PTC or APTC,

Then the employer will be penalized:

* For 2024, the lesser of $2,970 per FT employee (less 30 FT employees) or $4,460
(5371.67/month) per FT employee receiving PTC

* 2024 Example: In 2024, ALE offers MEC coverage to 95% of its FT employees, but coverage is not
affordable; 5 FT employees receive PTC; 2024 penalty is $22,300 (54,460 x 5)

AAS MONAHAN >



Affordable

Affordable Coverage: Employer coverage is not affordable if employee contribution toward self-only
premium for the employer’s lowest-cost plan that provides “minimum value” (MV) exceeds 9.5% of
“household income”—

* Affordability Percentage: 9.12% for 2023, 8.39% for 2024
Safe Harbors: ALE may determine affordability based on one of the three safe harbor methods:
* W-2, rate of pay, federal poverty line (FPL) (more over)

Action Item: Recalculate affordability (employee self-only contributions) each year — these
variables, in addition to premium, adjust each year:

» Affordability percentage adjusts each year (see above)
* Rate of pay could change with changes in minimum wage
o CA 2023: $15.50/hr — Important: May be higher in some municipalities
o CA 2024: $16.00/hr — Important: May be higher in some municipalities
* FPL will adjust each year — Important: May use FPL in effect six months prior to plan year start
o 2023 FPL is $14,580 for continental U.S., one-person home (use for calendar year plans)
o 2024 FPL will be announced in January 2024

LAW OFFICI 13



Safe Harbor Examples (2023)

e Box 1 wages: 532,240 (5S15.50/hour, 40 hours/week)
W-2 e $32,240+ 12 = $2,686.67
e S2,686.67 x.0912 = $245.02

e Based on a formula, not actual hours worked
e S15.50x 130 =52,015; $2,015 x .0912 = $183.79
e $7.25x130=5942.50; $942.50 x .0912 = $85.96

e 2022 FPL: $13,590; 513,590 + 12 = $1,132.50; $1,132.50 x
e 2023 FPL: $14,580; $14,580 + 12 = $1,215; 51,215 x .0912 =
$110.81

i 14



Safe Harbor Examples (2024)

e Box 1 wages: 533,280 (S16/hour, 40 hours/week)
W-2 e $33,280+12=52,773
e S2,773 x.0839 = $232.66

e Based on a formula, not actual hours worked
e S16x130=52,080; $S2,080 x .0839 = $174.51
e $7.25x130=5942.50; $942.50 x .0839 = $79.08

F P L e 2023 FPL: $14,580; $14,580 + 12 = $1,215; $1,215 x .0839 =
$101.94

ll—ll (N 15



Affordability: More Details

When calculating affordability, do you take into account the cost to buy up to a more expensive
plan? No

When calculating affordability, do you take into account the cost of dependent coverage? No
(Marketplace will consider it — since change in “Family Glitch” — but not part of affordability)

Do | have to apply the same affordability safe harbor to everyone? No — if an ALE chooses to use
the safe harbors — and they are not mandatory — the ALE can choose to apply them to a
“reasonable category of employees, provided it does so on a uniform and consistent basis for all
employees in a category.” Reasonable categories generally include:

* Specified job categories, nature of compensation (hourly or salary), geographic location, and
similar bona fide business criteria

* An enumeration of employees by name — or other specific criteria having substantially the same
effect — is not considered a reasonable category

Other Factors that Affect Affordability: Other factors that can impact affordability calculations
include certain HRA contributions, certain cafeteria plan contributions, or opt-out (cash in lieu)
payments (over); special rules also apply to ICHRAs

®. MONAHAN
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IRS Forms 1094/1095:
Deadlines and Updates
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Why It Matters

The IRS needs to know:

1. Prior to 2019, whether individuals have health coverage (if not, they had to pay an individual
shared responsibility penalty) (now, it matters in states with individual coverage mandate)

2. Whether individuals who obtained coverage from the Marketplace (Covered CA) are entitled to
a subsidy (or premium tax credit (PTC or APTC))

3. Whether ALE members owe an employer shared responsibility penalty (§ 4980H(a) or (b))
These forms provide the data needed to make these determinations

The forms which have to be prepared, furnished, and filed:
* Form 1094-C (transmittal) (typically, one form per employer)

* Form 1095-C (employee statement) (typically, one for each FT employee)

Note: Even ALEs that do not offer coverage must furnish and file the forms

AAS , MONAHAN 18



ACA Reporting: New Rules

First: No good faith penalty relief if forms are furnished and filed on time but are incorrect or
incomplete; penalty is $310/form (adjusted annually)

Second: Automatic 30-day extension to furnish the Forms 1095-C in perpetuity; no further
extensions will be granted

Third: Automatic 30-day extension to furnish the Forms 1095-B in perpetuity; no further extensions
will be granted

Fourth: Alternative distribution method for Forms 1095-B — posting information on website
(following the rules) and then providing a copy within 30 days

Action Items for Employers: Because no more good faith penalty relief, the time is right to make
certain you are filling out the forms correctly; re-assess your processes; review your vendor contracts

AAS MONAHAN "



ACA Reporting: More New Rules

IRS Electronic-Filing Requirements — Final Rule: On February 21, 2023, the IRS issued a Final Rule on
electronic filing requirements — for forms filed in 2024, must file with the IRS electronically if filing
10 or more forms

* All ALEs will have to file electronically, and this may require changes in formatting — consider
hiring a vendor to prepare or file or both, as necessary

Aggregation: Also, employers will have to add various forms together (1095s, W-2s, etc.) to
determine if the threshold is met

Corrected Returns: Corrected returns must be filed in the same manner as the original filing

Action Items for Employers: Prepare for, or work with, vendors to set up for e-filing

|V IA\\’()III(I\II 20



Forms 1094/1095:

Deadlines for 2023 Forms

Employer Obligation Due Dates

March 1, 2024

Furnishing 1095-Cs to Employees (2024 is a leap year)
No further extensions granted

Filing 1094-C and 1095-Cs with the IRS February 28, 2024

(on paper) (But, remember new rules on electronic filing)
Filing 1094-C and 1095-Cs with the IRS April 1, 2024

(electronically) (March 31 is a Sunday)

* Employers may file a Form 8809 to obtain a 30-day extension to file the forms with IRS.
* Small employers that self-fund must file and furnish Forms 1094-B and 1095-B.

* These deadlines also apply to the Forms 1095-B from insurers/HMOs.

4&‘ , MONAHAN -
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Employer IRS Filing Requirements

Insured Health Self-Insured Health
Plan Plan
Small Employer ® Employer does not file 1094-C or .
(Fewer than 50 FTE 1095-C ° irggp;‘_’ger (G5 SRR ADENT
employees) ® Insurer files 1095-B
Applicable Large Employer e Employer files 1094-C and 1095- ® Employer files 1094-C and
1095-C (completes Parts |, 1,
(ALE) C (completes Parts | and 1) and 111
(50 to 99 FTE employees) ® Insurer files 1095-B
Applicable Large Employer e Employer files 1094-C and 1095- 'ig‘gpslf’g?g':slifjstgigf
(ALE) C (completes Parts | and Il) P ’

(100 or more FTE employees) @ Insurer files 1095-B 1y el 1)
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California Minimum Essential Coverage

Individual Mandate (S.B. 78)

= The federal Tax Cuts & Jobs Act reduced the ACA’s individual shared responsibility penalty to zero,
effective 12/31/18; effective 1/1/20, Californians must have MEC or pay penalty to FTB

= Reporting: S.B. 78 contains a reporting requirement ($50/form penalty):

Employers must distribute Forms 1095 to employees; employers must file w/ FTB Forms 1095,
unless carrier files (so, self-funded employers must comply); if filing electronically, register w/
MEC IR system

Other jurisdictions with individual mandates: DC, NJ, MA, RI, VT
Resources: FTB website; Publications 3895B and 3895C

Insurer/Employer Obligation FTB Due Dates
Furnishing Forms 1095-B/C to Employees January 31, 2024
Filing Forms 1094/1095-B/C with the FTB March 31, 2024
(electronic filing required if filing 2250 1095-Cs) (deadline extended to May 31)

4&‘ ’ MONAHAN -
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How to Complete the Forms
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How to Complete the Forms:

Scenario 1

Acme Consulting, Inc. has 120 FT employees at beginning of 2023 and 20 PT employees
Calendar year plan (Jan. 1 — Dec. 31)
Acme offers MEC coverage to all FT employees, spouses & dependents

e So, MEC coverage offered to at least 95% of FT employees and dependent children
Coverage is fully insured, MV and “affordable”

* $100/mo. for self-only coverage for the lowest cost plan (FPL)
John Q. Participant was hired as a FT employee ($15.50/hr) and started work on 2/1/23

Because of a waiting period, John was offered coverage, and he enrolled the first of the month after
his hire date (3/1); he also enrolled his wife (Susan) and daughter (Emma)

Acme had no other terminations or new hires during the year
Acme is not part of an aggregated (control) group

|V IA\\’()III(I\II 25



Fm'l 094_0 Transmittal of Employer-Provided Health Insurance Offer and
Coverage Information Returns

Departmeant of the Treasury

Intornal Rovenue Servica Go to www.irs.gov/Form1084C for instructions and the latest information.

] correcteD OMB Mo 1345-2251

2023
S\

I Applicable Large Employer Member (ALE Member)

1 Mame of ALE Member (Employer]
Acme Consulting, Inc.

2 Employer identification number (EIN)

55-5555555

3 Strest address (including room or suita no.)

123 Pacific Avenue

4 City or town 5 State or province 6 Country and ZIP or foreign postal cods
Marina del Rey CA USA 90292

7 Name of person to contact 8 Contact telephone number
Robert Smith 555-555-5555

9 Mame of Designated Govemmeant Entity (only if apglicables)

10 Employer identification numbser [EIN)

11 Street address (including room or suite no.)

12 City or town 13 State or provinca

14 Country and ZIF or foreign postal code

15 Mame of person to contact

16 Contact telephone number

For Official Use Only

OLIOTIIT] 0]

17 Reserved .

18 Total number of Forms 1095-C submitted with this transmittal 121

19 Is this the authoritative transmittal for this ALE Member? If “Yes,” check the box and continue. If “No,” see instructions
IEEZI] ALE Member Information

20 Total number of Forms 1095-C filed by and/or on behalf of ALE Member . 121

21 Is ALE Member a member of an Aggregated ALE Group?

If “No,” do not complete Part IV.

D Yes No

22 Certifications of Eligibility (select all that apply):

A. Qualifying Offer Method D B. Reserved I:' C. Reserved

[ ] D.98% Offer Method

Under penalties of perjury, | declare that | have examined this return and accompanying documents, and to the best of my knowledge and belief, they are true, correct, and complete.

CFO

Signature Title

Date

For Privacy Act and Paperwork Reduction Act Notice, see separate instructions.

O F

Cat. No. 61571A

E I &G E
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Form 1084-C (2023)

Page 2

Part Il

ALE Member Information—Monthly

(a) Minimum Essential Coverage

Offer Indicator

(b} Section 4980H Full-Time

(c) Total Employee Count

(d) Aggregated

(e) Reserved

Yeos No Employee Count for ALE Member for ALE Member Group Indicator

23 All 12 Months I:I |:|
24 an - - 120 140

® e - 120 141 -
* Mer - 121 141 =
il her . — 121 141 -
% May . — 121 141 -
» June - - 121 141 =
% oy - — 121 141 U]
o A1 - — 121 141 -
% Sept D — 121 141 -
® Oct . — 121 141 -
34 Nov I:' l:‘ 121 141 l:‘
35 Dec |:| I:‘ 121 141 l:‘

¥. MONAHAN
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Form 1084-C [2023)

Page 3

m Other ALE Members of Aggregated ALE Group

Enter the names and EINs of Other ALE Members of the Aggregated ALE Group (who were members at any time during the calendar year).

Name EIN Name EIN

36 51
37 52
38

39

40 55
4 56
42 57
43 58

> | AT EAT




[ ]voip

-.-1095-0C Employer-Provided Health Insurance Offer and Coverage OME No. 13452251
Dopariment of tha Traasury Do not attach to your tax retumn. Keep for your records. |:| CORRBECTED () .ﬁ‘»lz 3
Intarnal Revenue Semvice | Go to www.irs.gov/Form1095C for instructions and the latest information. s/
Employee Applicable Large Employer Member (Employer)
1 Name of employee (first name, middle initial, last name) 2 Social security number (SSN) T Name of amployer 8 Employer identification number (EIN)
John | Q |F’articipant 555-55-5555 Acme Consulting, Inc. 55-5b55555
3 Sirest address (including apartment no.) 8 Street address (including room or suite no.) 10 Contact telephona number
456 Main Street 123 Pacific Avenue 555-555-555
4 City or town & State or province untry and ZIP or foreign postal code |11 City or town 12 State or province 13 Country and ZIP or foreign
Marina del rey CA 90292 Marina del Rey CA USA 90292
I Employee Offer of Coverage [ Employee’s Age on January 1 Plan Start Month (enter 2-digit number): 01
All 12 Months Jan Feb har Apr May June July Aug Sept Ot Mow Dec
;:4 Orffar of .
roquired oode) 1H H 1A 1A 1A 1A 1A 1A 1A 1A 1A 1A
15 Employae
Requirad
Contributi
netuctions) 5 3 S 5 S 5 S 5 S b
16 Section 4080H
Safe Harbor and
Othier Relief (antar
code, if applicablg) 2A 2D 2C 2C 2C 2C 2C 2C 2C 2C 2C 2C
;? ZIP Code — 1H = No offer of coverage
ctions.

2A = Not employed during the month 1A = MEC, MV, FPL offered to employee; MV

2D = LNP (waiting period) offered to spouse & dependent(s)

2C = Enrolled

«@® V| MONAHAN 29
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Scenario 2: Use Rate of Pay Safe Harbor; Cost of Self-Only Coverage Is $183/mo.
[ ]voiD

- 1095-0 Employer-Provided Health Insurance Offer and Coverage OME No. 1545-2251
Department of the Treasury Do not attach to your tax retumn. Keep for your records. |:| CORRECTED () .ﬁ.z 3
Intarnal Revenue Service | Go to www.irs.gov/Form1095C for instructions and the latest information. =
Employee Applicable Large Employer Member (Employer)
1 Name of employse (first name, middle initial, last name) 2 Social security number (SSN) T Name of employer 8 Employer identification number (EIN)
John | Q |F’articipant 555-55-5555 Acme Consulting. Inc. 55-5555555
3 Sirest address (including apartmient no.) 9 Strest addrass (including room or suite nao.) 10 Contact telephons numier
456 Main Street 123 Pacific Avenue 555-555-5555
4 City or town 5 State or province 6 Country and ZIP or foreign postal coda (11 City or town 12 State or province 13 Country and ZIP or foreign postal code
Marina del Re CA USA 90 Marina del Rey CA USA 90292
Il Employee Offer of Coverage oyee's Age on January 1 Plan Start Month (enter 2-digit number): 01
All 12 Months Jan Feb Mar Apr | May June July Aug Sept Oct Mow Dec
14 Oiffar urf
requirad cods) 1H 1H 1E 1 1E 1E 1E 1E 1E 1E 1E 1E
15 Employes
Reguired
Contribution (zea
instructions) B S 5 S 183.00F 183.001% 183.008 183.008 183.00%F 183.00% 183.00% 183.008 183.00% 183.00
16 Section £950H
Safe Harbor and
Other Relisf (ertar
code, if applicable) 2A 2D ZH ZH Z2H ZH 2H ZH 2H ZH 2H ZH
1H = No offer of coverage
1E = MEC, MV offered to employee; MV offered Form 1094-C, Line 22: Do not check box A
to spouse & dependent(s) (because not using FPL safe harbor)
«@® V| MONAHAN 30
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Scenario 3: Same Facts as Scenario 2, but John Waives Coverage

- 1099-6

Department of the Treasury
Intarnal Revanue Service

Employer-Provided Health Insurance Offer and Coverage
Do not attach to your tax return. Keep for your records.

Go to www.irs.gov/Form1085C for instructions and the latest information.

[ ]voip

[ ] corRECTED

OME Mo. 1545-2251

£y
2023

AN Employee

Applicable Large Employer Member (Employer)

1 Mame of employee (first name, middle initial, last nams)

John Q |Participant

2 Social security number [SSM)

555-55-5555

T Mame of employer

Acme Consulting, Inc.

8 Employer identification number (EIN]

55-5555555

3 Street address (including apartment no.)

456 Main Street

8 Strest address (including room or suite no.)
123 Pacific Avenue

10 Contact telephona number

555-555-5555

4 City or town & State or province 6 Country and ZIP or foreign postal cods |11 City or town 12 State or province 13 Country and ZIP or foreign postal code
Marina del Re CA USA 90292 Marina del Rey CA USA 90292
IE2dI] Employee Offer of Coverage | Employee’s Age on January 1 Plan Start Month (enter 2-digit number): 01
All 12 Months Jan Feb har Apr hay Jung July Alg Sept Ot Mow Dec
14 Offar crf
required code) 1H 1H 1E 1E 1E 1E 1E 1E 1E 1E 1E 1E
15 Employee
Requirad
Contribution (zea
instructions) 5 S ] $ 183.008 183.0086 183.00% 183.00% 183.00% 183.008 183.008 183.008 183.006 183.00
16 Section £980H
Safe Harbor and
Other Relief (entar
code, if applicable) 28 2D ZH ZH ZH ZH Z2H ZH 2H ZH ZH ZH
1T ZIP Code _ -
For Privacy Act and Paperwork Reduction Act Notice, see e instructions. ZA = NOt employed durlng the month
2D = LNP (waiting period)
2H = Rate of pay safe harbor
«@® V| MONAHAN 31
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Scenario 4: Same Facts as Scenario 2, but Acme’s Plan Is Self-Funded

k00320
Form 1005-C (2023) Page 3
x-4dll] Covered Individuals
If Employer provided self-insured coverage, check the box and enter the information for each individual enrolled in coverage, including the employee.
{a) Mame of covered individual(s) {b) 55N or other TIN |{c) DOB (if SSN or other| (d) Covered (e) Months of coveraga
First name, middle initial, last name TiM iz not available)  (all 12 months| Jan Feb Mar Apr May | June | July Aug | Sept Ot Moy Dec
g L O O X X XX XXX XXX
18 |John O |Participant 555-55-5555
g L OO X
19 |Susan A [Participant 444-44-4444
3y I I I R R R DA P P O R P R R A P
20 |[Emma L |Participant 333-33-3333
. NN NN NN NN
No changes to page 1 of the 1095-C.
Page 3 (Part lll) of the 1095-C must be completed.
«@® V| MONAHAN 32
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-»1099-B

Department of the Treasury
Intarnal Havanue Service

Go to www.irs.gov/Form 10958 for instructions and the latest information.

Health Coverage

Do not attach to your tax return. Keep for your records.

wd b A

|:| VOID OMB No. 1545-2252
5)F
[ ] coRRECTED 2023

N Responsible Individual

1 Mame of responsible individual-First nama, middle name, last name

2 Social security number (SSN) or other TIN

3 Date of birth (if 33N or other TIM s not available)

4 Sirest address (including apartment no.)

5 City or town

6 State or province

7 Country and ZIP or foreign postal code

8 Enter letter identifying Origin of the Health Coverage (see instructions for codes):

L]

9 Reserved

I Information About Certain Employer-Sponsored Coverage (see instructions)

10 Employer name 11 Employer identification number (EIM)

12 Street address (including room or suite no.) 13 City or town 14 State or province 15 Country and ZIP or foreign postal code
I  1ssuer or Other Coverage Provider (see instructions)

16 Mame 17 Employer identification number (EIM) 18 Contact telephone number

19 Strest address (including room or suite no.) 20 City or town 21 State or province 22 Country and ZIP or foreign postal code
Il Covered Individuals (Enter the information for each covered individual.)

(a) MName of coverad individual(s) (b} S5M or othar TIM (e} DOB {if S5M or other| (d) Cowvared (&) Months of coverage
First name, middle initial, last name TIM is not available)  |all 12 months)
Jan Feb Mar Apr May Jun Jul Aug Sep Ot MNow Dec

[]

[]

NN NN

24

[]

[]

oo gt
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Which IRS Forms Will

Enrolled Employees Receive?

Employer & Plan: Full-Time Enrolled Employees Will Receive:

* Form 1095-C from employer
* Form 1095-B from insurer/HMO

* Form 1095-C from employer
ALE and Self-Funded * Enrolled part-time employees will also receive Form 1095-C
from employer

ALE and Fully Insured

ALE and Offers No Coverage * Form 1095-C from employer
Small Employer and Fully Insured * Form 1095-B from insurer/HMO

* Form 1095-B from employer
Small Employer and Self-Funded * Enrolled part-time employees will also receive Form 1095-B
from employer

Small Employer and Offers No Coverage * No Forms from employer or insurer/HMO

Employee Enrolls in Individual Covered CA Plan * Form 1095-A from Covered CA

4&‘
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Next Steps

§4980H(a) & (b)
Penalties
I\;‘I‘::I-(Ce{c- Forms
Sk 1094/
Letters HEEE
226J/5699
Letters

35



HHS Activity

Marketplace Appeal: Appeal made to HHS; the purpose is to let you know that an employee
received an APTC from the Marketplace (Covered CA)

* 90 days to respond
HHS is seeking very specific information about each employee identified
The documents requested are designed to prove that this employee was:

1) Made an offer of coverage for the calendar year, and that the employee waived or accepted
the coverage

2) Offered coverage that was affordable, based on the employee’s income
3) Offered coverage that was affordable, based on the cost of coverage
4) Offered coverage that was MV (tip: SBC)

Compliance Tips: For open enrollment, ensure that your lowest-cost plan — for entire calendar year
— is clearly identified on the SBC and rate sheet (use same name); that the monthly cost of coverage
for that plan is identified; and that names of employee and employer are identified

] N/ » ’ MOI\(],AH N 36



Summary of Benefits and Coverage: What tiy
Insurance Company 1: Plan Option 1

Summary

f Benefits & Coverage (SBC)

& What You Pay for Covered Services

Coverage Period: 01/01/2022-12/31/2022
Coverage for: Family | Plan Type: PPO

as

The Summary of Benefits and Coverage (SBC) document will help you choose a health plan. The SBC shows you how you and the plan
would share the cost for covered health care services. NOTE: Information about the cost of this plan (called the premium) will be provided
separately. This is only a summary. For more information about your coverage, or to get a copy of the complete terms of coverage, [insert contact
information]. For general definitions of common terms, such as allowed amount, balance billing, coinsurance, copayment, deductible, provider, or other underlined

terms, see the Glossary. You can view the Glossary at www _[insert].com or call 1-800-[insert] to request a copy.

Important Questions

What is the overall
deductible?

Answers

$500 / individual or $1,000 / family

Why This Matters:

Generally, you must pay all of the costs from providers up to the deductible amount before this
plan begins to pay. If you have other family members on the plan, each family member must
meet their own individual deductible until the total amount of deductible expenses paid by all
family members meets the overall family deductible.

Are there services
covered before you meet
your deductible?

Yes. Preventive care and primary
care services are covered before
you meet your deductible.

This plan covers some items and services even if you haven’t yet met the deductible amount.
But a copayment or coinsurance may apply. For example, this plan covers certain preventive
services without cost sharing and before you meet your deductible. See a list of covered
preventive services at https://www healthcare gov/coverage/preventive-care-benefits/.

Are there other
deductibles for specific
services?

Yes. $300 for prescription drug
coverage and $300 for
occupational therapy services.
There are no other specific
deductibles.

You must pay all of the costs for these services up to the specific deductible amount before this
plan begins to pay for these services.

What is the out-of-pocket
limit for this plan?

For network providers $2 500
individual / $5,000 family; for out-
of-network providers $4,000
individual / $8,000 family

The out-of-pocket limit is the most you could pay in a year for covered services. If you have
other family members in this plan, they have to meet their own out-of-pocket limits until the
overall family out-of-pocket limit has been met.

What is not included in
the out-of-pocket limit?

Copayments for certain services,
premiums, balance-billing charges,
and health care this plan doesn’t
cover.

Even though you pay these expenses, they don’t count toward the out-of-pocket limit.

Will you pay less if you
use a network provider?

Yes. See www_[insert].com or call
1-800-[insert] for a list of network

This plan uses a provider network. You will pay less if you use a provider in the plan’s network.
You will pay the most if you use an out-of-network provider, and you might receive a bill from a
provider for the difference between the provider's charge and what your plan pays (balance

providers.

billing). Be aware, your network provider might use an out-of-network provider for some
services (such as lab work). Check with your provider before you get services.

(DT - OMB control number: 1545-0047/Expiration Date: 12/31/2019)(DOL - OMB control number: 1210-0147/Expiration date: 5/31/2022)

Page 1 of 5

(HHS - OMB control number: 0938-1146/Expiration date: 10/31/2022)
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Summary of Benefits & Coverage (SBC)

Excluded Services & Other Covered Services:
Services Your Plan Generally Dioes NOT Cover (Check your policy or plan document for more information and a list of any ofther excluded services )

= Cosmefic surgery = | opg-term care = [Routine eye care (Adult)
= |Dental care (Adulf) =  Non-emergency care when traveling = [Routine foot care
#  Infertility treatment outside the LS.

= Private-duty nursing

Other Covered Services (Limitations may apply to these services. This isn't a complete list Please see your plan document.)
» Acupuncture (if prescribed for s Chiropractic care = Weight loss programs
rehabilitafion purposes) s Hearing aids
= |Banatrc EUrgery

Your Rights to Confinue Coverage: There ans agencies that can halp if you want to connue your coverage after it ends. The contact information for those
agencies is: insert State, HHS, DOL, andfor other applicable agency contact information]. Ofher coverage options may be available to you, foo, induding buying
individual insurance coverage through the Health Insurance Marketplace. For mone infiormation about the Markeiplace, vieit www. HealthCare gov or call 1-300-318-
2556,

Your Grievance and Appeals Rights: There are agencies thal can hel:a i
grisvance or appeal. For more informafon about your rights, book
provide complete information on how to submit a claim, appeal,
szsstance, contact [insert applcable contzct information from in

Does this plan provide Minimum Essential Coverage? Yes.

Minimum Eszential Coverage generally mcludes plans, health in
CHIP, TRICARE, and certain other coverage. If you ane eligible

Does this plan meet the Minimum Valve Standands? Yes.
If your plan doesn't meet the Minimum Yalue Standards, you may be eligible for a premium tax credit to help you pay for a plan through the Marketplacs.

Language Access Services:

[Spanigh (Espafiol): Para cbiener asistencia en Espaniol, llame al [neert telephone number] ]

[Tagalog (Tagalog): Kung kailangan nanyo ang tulong =a Tagalog umawag sa [insert telephone number).]
[Chinese (ch ) MM BE DI AEERY, IFHITIE -5 Hl[insert telephone number] ]

[Mavajo (Dine): Dinek'ehgo shika afichwol nimizingo, kwiijigo holne' [inser izlephons number] ]

awe a complaint against your plan for a denial of a claim. This complaint is called a
of benefitz you will receive fior that medical daim. Your plan documents also
for any reason to your plan. For more mformation about your nghts, this notice, or

through the Marketplace or other individual market polices, Medicars, Medicaid,
of Minimum Essential Coverage, you may not be eligible for the premium tax credit.

| To see examples of how this plan might cover cosis for a8 sample medical situation, see the next section.

FEA Disclosure Smoememt: Acconding to tho Papararork Bodnotion Act of 1993, no pamons am reqeined 1o mapond to 2 collection of information unless it displanys a valid OMB conmel mimbar. The valid
CAE comrol mmmbar for this infrmation collection is REE-1146 The time required o complete this information collection i estmated to averags .08 hours per responss, including the: Gme o neviear
Instractions, warch sxistng data rescurces. Father the data nesded, and complets and revisw the information collecton I yon bave comments concemng the acmuracy of the: s sstimmite{s) or vaggestions for
Improving this foere, please write tor CHIE, THN Security Boulewand, Astn: PEA Roports Clearamcs Cificar, Mail Swop C4-26-075, Baltmmars, MMaryiand 21244-1550,

[* For mone information about Bmitations and exceptions, see the plan or policy docurment at pwww insert com] ) Page 4 of 5 38



IRS Activity @IRS

IRS 226J Letter: The purpose is to notify you that you may owe a § 4980H penalty for a specific tax
year

* Includes proposed “Employer Shared Responsibility Payment” (ESRP)

* Includes also Form 14764 (ESRP Response) and Form 14765 (Employee Premium Tax Credit (PTC)
Listing)

* 30 days to respond

IRS 5699 Letter: The purpose is to notify you that you have not filed the 1094/1095 forms for a
specific tax year and may impose a fine

Action Items: Don’t panic; be prepared to respond timely; ask for help when needed; get your
records and supporting documentation together; consider problems that may exist in subsequent
years and fix them

«®\ | MONAHAN 2



ESRP Summary Table

Information Reported to IRS
Month a b C. d. e L E.

Form 1094-C. Part | Form 1004-C, Allocated Count of assessable | Count of Applicable IRC Monthly

I, Col (a) Part I Col (b) | reduction of full- | full-time employees | assessable full- | Section 4080H ESRP

time employee with a PTC for IRC | time employees provision t

Minimum Full-time count for IRC Section with a PTC for amoutt

essential coverage employee count Section 4080H(a) IRC Section

offer indicator for ALE 4980H(z) 4980H(b)

offered to at least member

[70% or 95%)]
Jan [Yes/No] [xxx] [x] [x] [4980H(a)/4980H(b)] [$xx, xxx]
Feb [Yes/No] [xxx] [xx] [x] [x] [4980H(a)/4980H(b)] [$xx xxx]
March [Yes/No] [xxx] [xx] [x] [x] [4980H(a)/4980H(b)] [$ax¢, xxx]
Apr [Yes/No] [xxx] [xx] [x] [x] [4980H(a)/4980H(b)] [$ax¢, xxx]
May [Yes/No] [xxx] [xx] [x] [x] [4980H(a)/4980H(b)] [$xx xxx]
June [Yes/No] [xxx] [xx] [x] [x] [4980H(a)/4980H(b)] [$xx xxx]
Tuly [Yes/No] [xxx] [xx] [x] [x] [4980H(a)/4980H(b)] [$xx xxx]

¥\ MONAHAN
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Form 14765

(May 2021)

Department of the Treasury - Internal Revenue Service

Employee Premium Tax Credit (PTC) Listing

Any month not highlighted is @ month that the employee received a PTC and no safe harbor or other relief from the ESRP was applicable. The employee is an assessable full-time

employee for that month. Any month that shows XF, XG, or XH is due to a determination that you do not qualify for the safe harbor being claimed (2F, 2G, or 2H). If you still think the
safe harbor applies, you may provide your computation with your written request for reconsideration.

Employer name Employer ID number Tax year
ACME CONSULTING, INC. A 2023
All 12 months
Employee Mame SSN necator Additional
ploy flast 4 Codes Jan Feb Mar Apr May Jun Jul Oct Mow Dec | Information
(last, firzt) .. (Form 1095-C,
digife) |1 : Aftached
lines 14 and 16
combined)
1H 1H 1H 1H 1H2D 1H2D 1ER2H 1E/2H 1ER2H 1E2H 1E/2H 1E/2H
BOB BROWN 1234 |:|
| MONAHAN
4 3 ‘ LAW OFFICE



IRC §§ 6721 and 6722 Penalties

Not More than 31 Days Late Intentional

Returns Due Penalty Rate 30 Days Late through August 1 After August 1 Disregard
From 1-1-2024 Per return/ S60/ S120/ S310 S$630/
through 12-31-2024 max $630,500 $1,891,500 $3,783,000 No max
From 1-1-2023 Per return/ S50/ S110/ $290/ S580/
through 12-31-2023 max $588,500 $1,766,000 $3,532,500 No max
From 1-1-2022 Per return/ S50/ S110/ $280/ S570/
through 12-31-2022 max $571,000 $1,713,000 $3,426,000 No max

For 2021 forms and thereafter, same penalties will apply for forms
furnished or filed with incorrect information; good faith penalty relief no longer available

Note: Other relief may be available. Under IRC section 6724, penalties will not be imposed if a
taxpayer can show that a reporting failure is due to “reasonable cause” and not willful neglect.

&> | MONAHAN 42



Resources

= From Monahan Law Office (when the IRS forms are finalized):
* IRS Form 1095-C (2023): Indicator Codes for Lines 14 and 16
e |RS Forms 1094-C and 1095-C (2023): LNPs
* |RS Reporting Action Plan (2023)
= From the IRS:
* Publications 5208 and 5200: Affordable Care Act: Are you an applicable large employer?
* Publication 15-A: Employer’s Supplemental Tax Guide
* FAQs: ACA Information Center for Applicable Large Employers (ALEs) (online)
* From the California Franchise Tax Board (FTB) (S.B. 78):

* Go to www.ftb.ca.gov and look for “Health Care Mandate” or “Minimum Essential Coverage
Individual Mandate”

|V IA\\’()III(I\II 43


http://www.ftb.ca.gov/
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ACA Checklist for ALEs for

Open Enrollment

Choose MEC, MV plan
1 ACA is focused on lowest-cost plan, but may also offer buy-up options
[ SBC confirms MEC, MV status

Choose affordability safe harbor and calculate employee self-only premium contribution; document
safe harbor; create rate sheet

Define eligibility and waiting period; document in SPD
Identify FT employees and offer MEC, MV, affordable coverage to at least 95%

As you prepare open enrollment materials, for each month of the calendar year, ensure that your
lowest-cost plan is clearly identified on the SBC and rate sheet (use same name); that the monthly
cost of coverage for that plan is identified; and that enrollment form/waiver includes name of
employee, employer, plans offered, coverage period, and date

Compliance Tip: Keep records! SBCs, rate sheets, affordability safe harbor, employee counts, offers
of coverage, waivers, etc. — everything you need to complete the 1094/1095 forms (or FTB form)
and respond to an IRS audit or HHS appeal

T 44



Questions?

Marilyn A. Monahan
Monahan Law Office
4712 Admiralty Way, #349
Marina del Rey, CA 90292
(310) 989-0993
marilyn@monahanlawoffice.com
www.monahanlawoffice.com
@MonahanLawCA

The information provided during this program does not constitute legal advice. In addition, this
program only provides a summary of certain complex and always evolving laws and
regulations. Attendees should consult their legal counsel for guidance on the application and
implementation of the many federal and state laws that impact employee benefit plans and the
workplace, including the topics discussed during this program.
© 2024 Marilyn A. Monahan. All rights reserved.
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