2020 ACA Penalties for Applicable Large Employers (ALEs) Not Offering Coverage

START

Did the employer have at
least 50 full-time
employees and full-time
equivalents in the
previous year?

Penalties do not apply to
employers with fewer
than 50 FTEs in the
previous year.

No

If the employer has 25 or fewer
employees & avg wage up to $50,000
(Indexed for inflation), it may be
eligible for a health insurance tax
credit.

Yes

ss
Does the employer offer
health insurance
coverage to at least 95%
of its full-time workers
(or if greater all but 5
full-time workers) & their
dependent children?

No

Did at least one full-time
employee receive a
premium tax credit or
cost-sharing subsidy in
the federal or state
Marketplace?

Yes

ss

The employer
must pay a
penalty for not
offering
coverage.

The penalty for each month
the employer fails to offer
coverage is $214.17 ($2,570
annually) times the number
of full-time employees minus
the ALE's applicable share of
30 ful-time employees.

No

Yes

ss
Does the insurance pay
for at least 60% of the
covered health care
expenses for a typical
population (called
minimum value)?

No

Employees and their
dependents can choose
to buy coverage in a
Marketplace and may
apply for a premium tax
credit and cost sharing
subsidy.

Yes

ss
Does the employee
required contribution for
self-only minimum value
coverage exceed 9.78%
of household income
(called affordable
coverage)?

No

No penalty payment
required of the employer

Yes

ss

Those employees and
their dependents can
choose to buy coverage
in a Marketplace and
may apply for a premium
tax credit and cost
sharing subsidy.

Yes

ss

The employer must
pay a penalty for
not offering
coverage that is
affordable and/or
provides minimum
value.

The penalty for each month the employer fails
to offer coverage is $321.67 ($3,860
annually) for each full-time employee who
receives a tax credit or cost sharing subsidy.
The (b) penalty cannot exceed the maximum
amount of the (a) penalty.

An ALE can only be liable for either the A or B Penalty, but not both. Also, the B Penalty may arise if you offer coverage to at least
95%, but less than 100% of your full-time employees (and their dependents), and one or more of those full-time employees who are
not offered coverage receives subsidized coverage through the Exchange.

