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2026 ACA Affordability Cheat Sheet
Quick reference for setting employee contributions 
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As an Applicable Large Employer (ALE), you must offer minimum essential coverage to your full-time employees and their dependent children. The coverage for your full-time employees must also provide minimum value and be affordable. If the coverage you offer isn’t affordable for your full-time employees, the IRS can assess §4980H(b) penalties — in 2026, those are $417.50 per month for each full-time employee who enrolls in subsidized Marketplace coverage. 
This cheat sheet gives you the affordability percentage, safe harbor options, and common pitfalls you need to quickly confirm your plan is on track.
 
2026 Affordability Percentage 
· Coverage is “affordable” if the monthly cost of employee-only coverage for your lowest-cost minimum value plan is no more than 9.96% of the full-time employee’s income.
· Applies on a plan year (not calendar year) basis. Example: For a plan that renews on July 1, the 2025 9.02% affordability threshold would apply from July 2025-June 2026, and the 2026 9.96% affordability threshold would begin applying in July 2026.

The Three Employer Safe Harbors 
The ACA offers three methods for ALEs to test affordability:

1. Federal Poverty Level (FPL): Coverage is affordable if the employee-only premium doesn’t exceed 9.96% of the federal poverty level in place within 6 months of the plan’s renewal. For plans that renew at the beginning of 2026, a monthly premium of $129.89 or less will satisfy this safe harbor.
2. Rate of Pay: Coverage is affordable if the employee-only premium is no more than 9.96% of monthly pay — calculated as hourly rate × 130 (e.g., $14/hour = max $181.27/month).
3. Form W-2 Wages: Coverage is affordable if the employee-only premium is no more than 9.96% of Box 1 W-2 wages (e.g., $30,000 in wages = max $249/month).
Note: Employers can use different safe harbors for different bona fide categories of employees (e.g., hourly vs. salaried), but each group must be treated consistently.

Plan Features That Can Change the Affordability Test 
The IRS wants to know the real cost of enrolling in your plan, after accounting for any cash payments or restrictions you’ve built in. As you review your plan design, use this list to see which features could change how affordability is measured.

1. HSAs: Money you put into employees’ HSAs doesn’t count as lowering employee premium cost. The IRS still looks at the sticker price of the plan.

2. HRAs: Same idea — if you give employees HRA dollars, those usually don’t count toward lowering their premium either. 
3. Flex Credits: 
· If the credit can only be spent on health coverage → it does lower the employee’s cost. 
· If the credit can be taken as cash or used for other benefits → it does not lower the cost. 
4. Opt-Out Payments: 
· If you give all eligible employees the option to take cash for waiving coverage → the opt-out payment increases the employee’s cost. Example: Premium = $200. Opt-out for all = $50. IRS says effective premium = $250.
· If you only offer cash for waiving coverage to employees who prove that they have other non-individual coverage and who attest that all their family members have minimum essential coverage→ the opt-out payment doesn’t impact the employee’s cost. Example: Premium = $200. Opt-out only for those who provide required proof = $50. Effective premium = $200.
5. Wellness Incentives: Employers that apply a tobacco surcharge can use the non-smoking premium to determine affordability. All other wellness-related premium discounts must be disregarded.
Key Employer Takeaways 
· Coverage must be affordable for full-time employees — not for spouses or dependents. 
· You can use safe harbors to set contributions with predictability. 
· Be careful with extras like opt-out payments or flex credits — they can change the affordability calculation. 

For 2026, the affordability percentage rises to 9.96%. Use the safe harbors, check how your contributions are calculated, and make sure your strategy protects you from §4980H penalties while keeping your plan sustainable.


ACA rules don’t have to be overwhelming.
We help employers stay compliant, avoid penalties, and keep benefit plans running smoothly. Reach out today to see how we can support your team.
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Lumelight is not a law firm and cannot dispense legal advice. Anything contained in this communication is not and should not be construed as legal advice. If you need legal advice, please contact your legal counsel.[image: A blue and white background
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