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Employer ACA Reporting Cheat Sheet 
Top 10 Frequently Asked Questions — What You Need to Know 
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ACA reporting isn’t optional — and it can get complicated fast. From figuring out who counts as full-time to choosing the right codes, mistakes can lead to costly IRS penalties. This FAQ highlights what employers need to know to keep Forms 1094/1095 accurate and compliant. 

1. How do you know if you’re an Applicable Large Employer (ALE)? 
You’re an ALE if you had 50 or more full-time employees (including full-time equivalents) on average per month during the prior calendar year. 
· Count all employees’ hours (including seasonal and union)
· Do not count owners or independent contractors
· Seasonal worker exception: If your workforce only went above 50 for 120 days or fewer during the year, and those extra employees were all seasonal workers, you are not considered an ALE
 
2. How is full-time status measured? 
There are two ways to measure full-time status: 
Monthly Method 
· Count each month separately: if an employee works 130+ hours, they’re full-time for that month
· Best for: workforces where schedules are steady and predictable
· Watch out: employees who move between part-time and full-time hours can create surprises — coverage may need to be added or dropped mid-year
 
Look-Back Method 
· Average hours over a longer period (3–12 months). If the employee averaged full-time, they’re locked in as full-time for the next “stability period,” even if their hours later drop
· Best for: employers with variable hour or seasonal staff (hospitality, retail, education)
· Benefit: provides predictability — you know in advance who is considered full-time
 
3. What makes coverage “affordable”? 
· Employee-only cost can’t exceed 9.02% of income in 2025 (9.96% in 2026). 
· IRS offers three safe harbors for establishing affordability:

1. FPL Safe Harbor – % of federal poverty level 	
2. Rate of Pay – % of hourly rate x 130 
3. W-2 Wages – % of Box 1 wages
	Tip: FPL Safe Harbor is simplest and ensures affordability for all full-timers. 
 
4. What’s the difference between Codes 1A and 1E on Form 1095-C? 
· 1E = Required coverage offered to employee, dependents, and spouses
· 1A = Same as 1E but also meets the FPL Safe Harbor (a “qualifying offer”)
 
5. What if the employer is part of a group of companies? 
· Controlled/affiliated entities are treated as an Aggregated ALE Group 
· Employees’ hours across entities are combined to determine ALE status
· Each entity must file its own Forms 1094-C/1095-C under its own EIN
· ALE group members must be listed on each company’s Form 1094-C
 
6. How is COBRA reported? 
Scenario 1 – Termination of employment 
· Report as “no offer” (Code 1H on Line 14, Code 2A on Line 16)
· Coverage as a former employee is reported separately if self-funded (see below)
 
Scenario 2 – Reduction in hours 
· COBRA counts as an offer of coverage
· Report the COBRA premium on Line 15
· Line 16: 
· 2C if the employee enrolled
· 2B if the employee went part-time and waived coverage
· Leave blank if employee is still full-time but COBRA was unaffordable
 
Scenario 3 – Self-funded plans 
· If COBRA (or other continuation coverage) is elected, you must also report actual months of coverage in Part III of Form 1095-C
 
Scenario 4 – Non-employees covered under the plan 
Examples: owners, retirees, etc. 
· Fully insured plan: The insurance carrier reports (on Form 1095-B)
· Self-funded plan: The employer reports using Code 1G on Form 1095-C (for “non-employees with coverage”) and lists months of coverage in Part III — or uses a separate Form 1095-B
 
7. What about the “Plan Start Month” on Form 1095-C? 
· This box asks for the start month of your health plan year, not when an employee enrolled
· Use the same code for all employees
· Calendar year plan (Jan–Dec) → enter 01 
· July–June plan year → enter 07 
· If you changed your plan year during the year, use the earlier month
· If no health plan was offered at all, enter 00
 
8. How should 1095s be delivered? 
· Hand-delivered, mailed, or electronic with consent
· Employers can instead post a clear notice of availability and provide forms upon request
· State rules (CA, MA, NJ, RI, DC) may still require direct delivery. 
 


9. Do employers still need SSNs? 
· Fully insured plans: yes, for all full-time employees
· Self-insured plans: yes, for all full-time employees and subscribers (DOBs can be used for covered spouses and dependents if SSNs aren’t available)

10. What are the most common reporting errors? 
· Failing to mark “Yes” in Part III, Column (a) on Form 1094-C (proof of offering MEC to required percentage of full-time employees & dependents)
· Leaving Line 16 blank on Form 1095-C (safe harbor codes missing)
· Incorrect codes suggesting coverage wasn’t offered (when it really was)




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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