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Under the ACA provisions that will be effective in 2014, no penalty can be imposed on an
employer who offers group health plan coverage to all employees who work at least 30 hours
per week, if that coverage meets ACA requirements for “affordability” and “minimum value.”
•

Affordability: Coverage is “affordable” if no employee is required to pay more than 9.5% of
his/her W-2 income from the employer. (Employers can project current year income from
wages paid early in the year and can make subsequent adjustments as needed.)

•

Minimum Value: Coverage meets “minimum value” requirements if the plan pays at least
60% of the actuarial value of benefits under the plan. Insured plans should get statements
of actuarial value from the insurance company. We think most comprehensive medical
plans will meet the 60% actuarial value requirement, but most “mini-med” plans probably
will not.

The following “Affordability Chart” shows the maximum monthly amounts an employer can
charge an employee—at various hourly rates of pay and hours worked—for self-only coverage
under an “Affordable” employer group health plan. Note that $7.25/hour is the current federal
minimum wage. Many states have higher minimum wage amounts.
Hourly Rate

Hours/Week

Annual Comp

9.5% of Comp.

Max. Monthly EE Cost for
EE-Only Coverage

$7.25

30

$11,310

$1,074.45

$89.54

$7.25

40

$15,080

$1,432.60

$119.38

$8

30

$12,480

$1,185.60

$98.80

$8

40

$16,640

$1,580.80

$131.73

$10

30

$15,600

$1300.00

$123.50

$15

30

$23,400

$1,950.00

$185.25

$14,856

$1,411.32

$117.61

133% FPL for 1

How to use this chart:
•

If you have employees who are paid $7.25/hr and work 30 hours/week, your plan will meet
the affordability requirement if such employees are not charged more than $89.54/month
for self-only coverage. This is sort of a “safe-harbor.”

•

If you have employees who are paid $7.25/hr but they all work 40 hours/week, your plan
will meet the affordability requirement if such employees are not charged more than
$119.38/month for self-only coverage.

The last row of the chart lists the amount that is 133% of the 2012 Federal Poverty Level (FPL)
for a family of one. (FPL amounts vary by household size. Also, FPL amounts are higher for
Alaska and Hawaii than for the 48 contiguous states.) The test of “Affordability” that is in the
ACA itself is 9.5% of “household income.” Many employers commented that they would not
know whether their plans met the affordability requirement, because they would not know
employees’ household incomes. In response, the IRS (in Notice 2011-73) proposed allowing
employers to use an employee’s W-2 income (Box 1) instead of household income, since each
employer will know this amount. The IRS confirmed this in Notice 2012-17, which says the IRS
intends to issue proposed regulations or other guidance permitting employers to use W-2
income rather than household income for this purpose. As you can see in the chart, the two
amounts are very close ($119.38 for minimum wage employees who work 40 hours/week, and
$117.61 for employees who have household income equal to 133% of 2012 FPL for one).
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IRS Circular 230 disclosure: To ensure compliance with requirements imposed by the IRS, we inform you that any tax advice contained
in this communication, unless expressly stated otherwise, was not intended or written to be used, and cannot be used, for the
purpose of ( i) avoiding tax-related penalties under the Internal Revenue Code or (ii) promoting, marketing or recommending to
another party any tax-related matter(s) addressed herein.

