HR Compliance & Technology

ACA FILING

BASIC is a technology driven HR compliance Company
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Technology Driven HR Solutions to Take Your Company Further

|

COMPLIANCE &
COBRA FMLA ACA Elevate
FSA Absence Management ERISA Essentials
HSA Payroll & HCM Dependent Audit
HRA Timekeeping HR Assist Lite
Parking & Transit

HR Solutions should be simple. Keep it BASIC.



> Agenda

v What's New / Changed for 2018

v" Common Employer Mistakes

v IRS 226J Letter - Employee goes to the Exchange

v ESRP Penalty Assessment

v" We didn't report... Soooo what happens... IRS 5699 Letter
v What's important for Payroll

BASIC — HR Compliance & Technology



What's new and what's not?

Extended Deadline for Deliver of Employee Forms

ACA Requirement Deadline Date Extended Date
e 1095 C forms delivered to e 1/31/2019 March 4. 2019
employees
 Paper Filing with IRS * 2/28/2019 No Change
* eFiling with IRS « 4/1/2019 No Change
| IRS Notice: 2018-06
Employer h&VIﬂg 250 or more 1095-C Includes extension of 6721 & 6722 “Good Faith Penalty

forms are required to file electronically Transition Relief’ 2017 for 2017 Filing year.

Don’t expect ACA reporting to go away anytime soon.



> What's New

6721 & 6722 “Good Faith Effort” Transition Relief

* The IRS has extended “good faith transition relief” for the 2018
reporting year.

« Similar to past years - the IRS did not penalize employers for incorrect
or incomplete 1095-C and 1094-C forms, as long as they were able to
prove that a “good faith” effort was made to comply with the ACA
requirements. This is no longer the case. (reference IRS notice 2018-06)
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> What's New

Individual 1040 Tax Returns

 The IRS will not process individual tax returns filed
electronically unless taxpayers indicate whether they have
health coverage.

e 2018 is the First year the IRS will not accept (or process) tax returns
that omit this information.

« Paper tax returns that do not confirm may be rejected and any refunds
due could be delayed.

 Employees are required to receive a 1095-C form from their employer
to complete their 1040 Tax Form. Individual penalty remains in place
for 2018 — no individual penalty in 2019.

- 1095-C form is not filed with the Individual 1040 Tax form.
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> Affordability Changes

 Employers need to confirm that the employee premium portion for self only
coverage is affordable.

e 2018 aﬁordabi”ty Plan $a|endar . F;riorl\l(aear’s AI\foordabiIity Mlv?ximhLllm
- ear ederal Povert ercentage ont
percentage IS 9.56% - Level ’ ° Contribut)i/on
° “BOX uln Of W_2 WageS . (Self Coverage)
(2 F) 2018 $ 12,140 9.56% $96.72
2017 $12,060 9.69% $97.38
e 130 hours X Hourly Rate 2016 $ 11,880 9.66% $95.63

2015 $11,770 9.56% $93.77
Sources: US Department of Health & Human Services

of Pay (at time starting the
current plan year) —(2H)

* Federal Poverty - (1A /
2G)

BASIC — HR Compliance & Technology




> Common Employer Mistakes

1. Provide affordable coverage that meets minimum value to all full-time
eligible employees

Employers often don’t understand how to determine affordable coverage

2. Manage Employees by class of employees

« who is a Seasonal Employee?

« Difference between Seasonal “Employee” / Seasonal “Worker”

3. Actively manage employee eligibility for the entire calendar year

4. Timely offer Affordable MEC/MV Health Benefits to full time employees
(working 30 or more hours weekly)
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> Update on 1094-C and 1095-C Forms & Filing

* No substantive changes from last year

* Transition relief that no longer applies is removed
« Union multiemployer plan relief continues

 Plan start month box still optional
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Y Reminders From 2017 Forms

« Conditional offer to spouse

* If spouse’s offer of coverage is conditioned on not being eligible
for other employer coverage, there are two new indicator codes
for Line 14

* If they rely on qualifying offer in Line 14 leave Line 16 blank or
complete

1J - Minimum essential coverage providing minimum value offered to employee and at
least minimum essential coverage conditionally offered to spouse; minimum essential
coverage not offered to dependent(s).

1K - Minimum essential coverage providing minimum value offered to employee; at least
minimum essential coverage offered to dependents; and at least minimum essential
coverage conditionally offered to spouse.
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Y Reminders From 2017 Forms

- COBRA

 If FT employee terminates during the year and is offered COBRA,
whether elected or not, reported for remaining months on 1095-C as no
offer (Line 14-1H) and not employed (Line 16-2A)

e If terminate during month, use 2B on Line 16 for month of termination
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> Affordability

* The IRS previously indicated that employers who provide additional compensation to
employees who opt out of group health coverage may be required to include that amount
when measuring for affordability for pay or play penalty purposes

e Under most recent guidance the IRS says:

 This rule will not apply for opt-out arrangements in effect on or before December 16,
2015

 |n addition, this rule will not apply to opt out arrangements which require
employees to provide reasonable evidence that the employee, spouse and

dependents have other group health coverage for period during which coverage is
being waived
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> The Payroll Challenges

* Maintain current employee addresses on file

* Understand that the SSN verification system for ACA reporting is “not the same” as it is for Payroll (More restrictive —
Less forgiving).

 Employee Name (as it appears on the SS Card should be used for payroll purposes (potential rejection
especially for foreign nationals)

« Maintain “accurate” Hire & Termination Dates as part of EE payroll record

* Inactive employee status does not transition over to ACA filing

« Maintain Employee Status Information Uniformly
* Fulltime / Part Time / Seasonal Worker / Seasonal Employee / Variable Hour Employee

« Change employee status as applicable on payroll records — By Date of event

* Uniformly cross reference job titles with Employee Status or Classes:
 Examples: Manager FT / Manager PT; Hrly. Maintenance FT or PT

* Define part-time as less than 30 hours weekly...
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> From the Employee’s Side

2018 is the First Year — 1095-C information important for Individual 1040
Tax filings.

 Employees who file electronically will
need to complete medical coverage
Information on their Idividual1040 form or
their filing may be rejected. 1040 forms
that are mailed, filings and refunds may
be delayed.

 Individual Penalties for not having health
coverage are in place for 2018. No
penalties for not having health coverage
commence in 2019.
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Employees who “waive health
coverage” offered by the employer
may claim that the employer
sponsored plan is not affordable and
the emplol\:/ee receives a subsidy from
the State/Federal Exchange for self or
family coverage.

|f empIoYer makes an offer of
affordable coverage and employee
declines group health benefits, the
empl%yee may end up paying the
sufbsnd back to the feds (not get a tax
refund).




> From the Employer Side

So, an employee goes to the Exchange — what happens next.

1. IRS is doing random reviews / audits of past employer filings
« Started with 2015 and now reviewing 2016 Filings
* |f captured during an IRS internal review — inaccuracies in emﬁloyer 1094-C may trigger a review of the State Exchange
Data files (for employees who opted for Health benefits from the exchange and received a subsidy
2. Employees who went to the exchange and received a subsidy indicated the employer did not make them an affordable offer of
coverage
* Was the employee full time or part-time?

3. Did the employer file a 1094-C w/1095-C forms?
* |If FT, then possibility that the employer will receive an IRS penalty notice.
* So how does the IRS know if | was supposed to file a 1094-C or not?
« They don’'t know for sure but gather data from employees who seek coverage from Fed/State Exchanges.

Also, Employer federal business tax records and state payroll records are clear indicators on the ‘estimated” number of employees
working for an employer.

Initial Tax penalty notices sent to employers are “inguiries” and not an actual penalty $$$
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Employer Shared Responsibility Payment
(ESRP)

ESRP Notices | ACA
What happens if.....

>

Compliance

Straight Ahead t T
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Employer Shared Responsibility

ALESs must Liability exists if employer (ALE):
i * (a) Penalty: Employer does not offer coverage
» Offer A_ffordable Minimum §o)at Ieast}éS% OF% F%'em loyees (and their J
Essential Coverage (MEC) health dependents) and at Ieast one FT employee
. : receives a premium tax credit (PTC) $2,000
coverage providing Value to their Penalty Xs all FTE -30).
full-time (FT) employees and at or
least Minimum Essential « (b) F?enalty Erg%oyea doesdoffetr )tob95t%tof FT
: employees (and their dependents), but a
Coverage to their dependents least one F employ ca Teceives the PTC
because, for that fuII tlme employee, coverage
or _ _ was
* Potentially be subject to an . not offered
employer shared responsibility . unaffordable, or

payment » did not provide minimum value




Y IRS Enforcement of Pay or Play Penalty — Letter 226J

* |[n most cases, the employers who are receiving the notices
appear to have inaccurately completed their IRS Form 1094-C
transmittal form regarding whether the employer offered
coverage to at least 70% (2015) / 95% (2016 and after) of its
full-time employees
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Y IRS Enforcement of Pay or Play Penalty — Letter 226J

* The IRS notice will list one or more employees who went to the
exchange and received a premium tax credit, triggering the

penalty

e If the “a” penalty does not apply, the employer can still be
subject to the “b” penalty is ($3,000 for each full-time employee
who was not offered affordable, minimum value coverage and

who received a premium tax credit)
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> ESRP Assessment and Payment

 IRS will send the Employer an inquiry notice:

* IRS will check to see if the employer filed a 1094-C Form for that Year (2015 & 2016 is what they are checking
now)

« A 226J Letter - Notice w/ “Proposed” Penalty Amount will be sent to the employer
— - Employer has 30 days to respond (can be extended an additional 30 days)

e Form 14764 - Opportunity to agree, reduce penalty or state no penalty due & to identify an authorized
representative to contact IRS

— Optional — Form 2848 POA (can be used but not necessary to respond to the 226J Notice)
« Form 14765 - Lists Employees who went to the exchange & received a subsidy

* Note: If Employer fails to respond to the 226J Letter / Notice the IRS will:
« Send a reminder notice allowing 15 days to respond
* Asses the penalty

 Final step: if you disagree with proposed or revised ESRP payment
* Request a pre-assessment conference
 Ask the IRS office of Appeals to review the case
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> 5699 Letters Reporting Penalties

* IRS can assess $270 penalty per return for late, incomplete or incorrect
forms

* IRS granted relief for incomplete or incorrect returns for prior years if
good faith effort

* IRS has not indicated it will extend good faith relief to 2018 reporting
(due In first quarter of 2019)
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> ESRP Assessment and Payment

Dear Employer,
We have made a preliminary calculation of the Employer Shared Respensibility Payment (ESRP) that you owe,

Proposed ESRP 42,678,000.00
ESRFP Summary Table
Cur records show that vou filed one or more Formns 1095-C. Emplover-Provided Hea
e B . . " infurmation Reported 1o IRS
more Forms 1094-C, Transmittal of Employer-Provided Health Insurance Offerand { o e — Y - - =
o X Iy . _— i Form 1094-C, Part| Form 1094-C, Altocaed Comnt of Count of Applicable | Momhly ESRP
szr records also show that for one or more months of the year at least one of the full- iy | L . |cohrshane ol meeamiblc i NeickBbsiat-| TRCNeisn | wwovst
C was allawed the premium tax credit (PTC) on hic ar her individual income tax retu) ) . time cmployes time time 49801
2 i a Minimum essemial Fulbtime counl Tor [RC | emplovees vinployees pranvision
information. we are proposing that you owe an ESRP for one or more months of the ¥ coverage offer | employeccount | Seetion | witha PTC fwitha PTC fur
indicator offored | fur ALE member SRR i IRE IRC Section
5 st Beast 0% Section AURO ()
ADRUM)
You generally owe an ESRP for a momh if either: an No 1575 30 5 - 1980H |8 267.800.00
Teb No 1,575 30 17 R J9800(a) | 5 207.800.00
March Ne 1,575 ) 1R - 4980HE) | S 267.800.00
= You did not offer minimum essential coverage (MEC) 1o a1 least 70% ol y .:1"‘ Ny }::: 3:]} '?3 - j::g:::’: : i:';::::z::
N _ § . 5 My Nuv ] 3 - ) 57 R0
and at least one of your full-time employees was cerlified as being allowed [ o 1,375 0 3 SoR0lI) |3 26780000
uly T 1.575 0 2 JOR00 ) 5 IT.R00.00
Aug My 1.57% kL 1 AGR0L I a) 5 26T.R00.00
Kep Mo 1573 30 1 - A08000ia) | & 267.800.00
Ot No 1.575 30 i . 4980H() | & 267.800.00
Mow Mo 1,575 kL] - - -] -
D No 1575 30 = - 5 =
Toral Proposed LSILD] § 2.678.000.00
Letter 2263 (F0-2017}
Caalog Mumber 675G
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> ESRP Assessment and Payment

Indicate Your Agreement or Disagrecment
Agreement with proposed assessment
I consent 1o the assessment and collection of the proposed assessment of the ESRP in the amount of 52,678,000.00.

Signature Date

Print name and title of the person who signed above

Partial/Total disagreement with propoesed assessment

L__JI disagree with part or all of the proposed assessment of the ESRP

Indicate Your Payment Option (Check all that apply)

Full payment using EFTPSon
Partial payment using EFTPSon
Enclosed full payment of $2.678.000.00
Enclosed partinl payment of §
Mo payviment

= Write vour employer 1D number 20-52 19200, the tax year 2015 and ESRF on youwr payment and any correspondence.
» Make yvour check or money order payable to the United States Treasury.

Catalog Number 688612 WWW.irs.gov Form 14764 (4-2017)
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> IRS 5699 Letter /5698 Follow-up Letter

What happens if | did not file a 1094-C in 2015 or other years (like 2016 and 2017)? Am | in IRS Trouble?
Answer: Maybe Yes / Maybe no (right now).

IRS is currently doing a random review of employers — Based on estimated number of employees to determine if
there should be an 1094-C on file for that employer for the year (2016 at Present is what IRS is checking).

OR

An employee went to the exchange and obtained coverage and possibly a subsidy: telling the exchange that you
(the employer) did not offer them affordable health benefits.

The IRS is randomly checking individuals who went to an exchange and received a subsidy — back checking their
]glr_nployer fi)lings to determine if a 1094-C was filed for that year. (In this case, the IRS is checking 2015 & 2016
iling years).

What happens next: IRS issues a 5699 “Inquiry” Letter to the Employer — if the employer does not respond to
the 5699 Letter, a follow up IRS letter (5698) will be sent. If the employer fails to respond to this letter, the next
stepis..... a CP220J “penalty notice” is sent requiring payment of the penalty.

BASIC — HR Compliance & Technology




2> IRS 5699 Letter

Department of the Treasury -
Internal Revenus Servies n.u,.'.um &
-[RS 1973 Morth Aulon White Boulavard T;:g-ﬂr::;lnmﬁ-:
Ogdan, UT B4201-0062 Tz pau:
el ]

ASH Mreporss Ui
Contact I mamior:
(£

b
BT
Contacd e-tan rumber:
BRI

Dear Employer:

Ohar reconds show yon may have been an Applicable Large Employer {ALE) in 2016 and therefone requined 1o file
certain information reums foe 2006, W haven't recsved those seturns For the axpayer 1D pomber shown at the
o af this leer,

Internal Bevenwe Code (IRC) Section 6056 reguires emplayers that are ALEs 0 file information returns with
thi: IR ansd provide siatements 1o their foll-dme empleyees relating o the bealth insuranee coverage, if any, the
employer effered its fulHime empleyvecs. ALE: meet these reparting requirements using Form 1084-C,
Trangmitial of Emplover-Provided Healih Inguranee OFfer and Coverage Infermation Beiurn, and Form 10815,
Emplover-Frovided Health Insurance Offer and Coverage.

How to know I you're required to file

I general, an employver is an ALE for & year (and thus subject to the reporting requiremnents) if it had an
average of 30 or moare full-time cnployees (incloding full-time equivalent employees) during the preceding.
calendas year. Foa this purposs, thers are specific definitions of full-time employes and full-time equivalent
emplover, exceplions for certain seasonnl workers and employees with TRICARE or Veterans Adminisiration
health coverage, and specific rubes for employers that are members of an aggregased proup under TRC 85
4140k, (ch dm) or (o). For mare information on these mles and other infoemation abous how io determine i
vou were an ALE in 3006, visit the ACA Information Cenber for Applicable Lange Employers (ALFs) at

s s gov, keyword "ALEs."

Emplovers required o file a1 beast 250 Forms 1095-C genemlly must fike elecimonically. Other employers may
file cither clectmonically or on paper, You can find the 2016 Forms 1084-C and [085-C and [nstractions for
Forms 1084-C and 1095-C, which includes information an how to file retumns with the TRE, ot weewirs gov (2t
the wop of the screen select “Forms & Pubs” under thee “Browse”™ heading choose “List of Prior Year Forms &
Pubs” &nd in the “Find” box enter = 109407 or ' 10%5-C,7 as applicabie),

Letber 5688 (Rew. 8-2018)
Calakyg Humber SEISGR
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Senior ma

What vou e dhiy
Check the box below thal applies and mail your response teogs 1o the address shown ot the top of his letler
within 30 days from the date of this keiter,

[ 1 was an ALE for calendas year 2016 and already filed Form 1094-C and Forms 1095-C with the 1RS using
the following name __ and employer klenlification
number (EINy ) ondabe

U Twas an ALE Tor calendar vear 2006 and have inclucked my Form W40 amd Farms 1085-C with
ks beter, Do not use this boo iF voew are requdred w fle dlectronically.) (Baplain reasons for Late: filing
bhelow under “Thther™)

[ Dwas an ALE for calendar year 2006 ardd will file my Form 1094-C and Forms 1095-C with the IRS

asing the following name . anc] EIN
by date (I mee thun 90 days Froa the
date of this letter, explain below undier "Other”) (Explnin reasons For lake filing below ander

‘e
I was not an ALE for calendar vear 2006, Explaln reasons below under “Other”'.

1 Other {Indicate below or sttnch a stabement explaining why yon hoven't filed the required rebarmns and any
actims you plan 1o take.)

=it was not aware that the 1094-C was not completed - We have

th a 3rd party to compl they fling within th

I you've redgaired fo file and furmish informestion retars asder TRC Seetion 056, fadlure te do 5o may result s
the assesseneat of penalties under IRC Section 6721 for fadlare w file and TRC Section 6722 for failurs to

fwrndgh information rebarns,

Whea responding to this letter, please include your contact information, including a daytime elephone number
ancl thie best howrs o resch you.

I i v quicstbons, phoase use tie contact information at e dop of e firs) ge of this leoes.

Sincerely,

Choa iz

Cperation Mannger

Leiter SE88 (Few. 6-2015)
Cainlog Mermbar 63260



5698 IRS Follow

Internal Revenwe Servios
1973 Morth Rulon White Boulevand LR T 1T ]

[RS Cidgen. UT 34201 0062 Waxgarper BN mimiBer 10 digensn
MR AATED

up Letter =

FURITH Bepsponss: Lind

Employee i) pamber:
LEner 189

Comrmet elephome sumbers
EIT-ATI4T712

Cumimcl oy dmm beri

BT 113

W'a heveant receinved wour response 1o oar Letter $699, Missing information Reiurn Form 1004071 095-C, which we gent as Jul 12,
200E, W noed your response so 'me know how o cormectly proceed.

Please coempleie the section andes "What yoa must do on the enclosed copy of Letter 56599, and retum it o us within 10 days
fromm the date of this letier, 'WBen you respend. inchude a name and telephose number of the person we cen contas! if we have
questions Ehoul POur PESponss

I you' pe required o Ale snd furnish informecion reooms: and sstements under fntemal Revenue Code (IRC) Section 6056,
Gaibere to do 50 My resull in Ge assessment of penallies under IRC Section 6721 For Teilure o fle snfonmation seiums snd
Section 6722 for fadure to furnisk informetion statements

Please use the contect informatian shove 1P vou have guestions

Thank youw Tor your coopemiion
Slnceredy,

PPl

Shan Mowiays

Elan Pelomtuyn
Oiperation Manager

Enclosurn:
Lane: 5680

Letter 5698 (Rev. B-2018}
Caslog Mumsar GAARIE
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CP220J IRS
Penalty Notice
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Clepariment of the Tseasmy
ﬁ el REvinue Sarane
& Croup 2119
IRS o300 remwmy fnas am a10
Floresce, K7 1047

OIS176.-TEI0OSL 451065 . 15555 I AR §.4405 1171

T T e

‘e changes] you an emplopss shared resporshiity pesment {E5EF]

Amount due: $174.720.00

T -
trrploger 10 e

Wia cha e e an {ESEF] dor the tan period

Eximniial Cowerags Amount due by Ociobar 19, 2018

[1E] 7 e F01'S 955 ol
ot Full-Time eeiplosees fand thesr
daperdents) and at keasi one el -tine
Pmpkoyee mecpierd Bie Premum Tax Credin
IFICE

Yo offered WEC
55%] ol your Full-tia
empusradeinls], i a1 fea e Dokt
e receiaed the 17

Bk

Tor awoid indesrast Changpes, pay e Smaunl de
ey Cicirbier 791, 2018

= ke poun
Payment - W 3o

and "ESHP

IRS

check o money oadet
wlower [T e b

Amount due by
E EhLSL AEVERLE SERVICE Drbober 29, 2018
CGOEN, LI 34201035

BT TR W 1 T T OORE AR 1 ST T

ALY23I1505 PJ FOHE W3 2 20A5L2 L70 DODOOOODOOO

36
1 YO [IATTEN T 3 3y Comepanienos

] condack iy Fhose 1 BG5S
Frga 1 af 4
Eilling summary
ESAF amouna - = ERECNETS
£174,720.00
Crovbiamsd an Bk

Nolan date L, 2R

Employer @ nunze: (I

alshe iz [he Unined Stames TRasiry.
231505, the rae perkd Dacamber 31, 2015,

$174,720.00




> Proposed Legislation

The big unanswered question is “what changes to the ACA and health benefits can we expect
going forward?”

Several bills are pending in Congress

* The changes can be grouped into the following general areas:

* Repeal ACA employer pay or play penalty for 2015 through 2018

* Further delay ACA Cadillac tax from 2022 to 2023

Recent Court Case

Texas v. US!, Judge Reed O’Connor, US District Court for the Northern District of Texas,
declaretcjtotn Delcem ber 14, 2018, that the entire Affordable Care Act (ACA) is
unconstitutiona

This decision is “stayed” and under appeal if it is upheld through the appeal process &
congressional intervention, the decision would eliminate:

*The Marketplaces,

*Premium subsidies,

*Employer mandate,

*Affect other aspects of health care benefits and health related government agencies
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https://insights.dentons.com/177/8199/uploads/opinion-texas-v-us---aca-case-12-14-18.pdf
https://www.dentons.com/en/insights/alerts/2018/december/18/texas-federal-court-declares-the-entire-aca-unconstitutional---now-what?utm_source=Mondaq&utm_medium=syndication&utm_campaign=View-Original#footnote1
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Technology Driven HR Solutions to Take Your Company Further

|

COMPLIANCE &
UL S TECHNOLOGY
COBRA FMLA ACA Elevate
FSA Absence Management ERISA Essentials
HSA Payroll & HCM Dependent Audit
HRA Timekeeping HR Assist Lite

Parking & Transit

Request a Proposal

For you or your client at this link:
https://www.basiconline.com/request-a-proposal/

BASIC Sales
888-602-2742

HR Solutions should be simple. Keep it BASIC.


https://www.basiconline.com/request-a-proposal/

Disclaimer

This presentation Is designed to provide accurate
Information in regard to the subject matter
covered. It is provided with the understanding
that BASIC is not engaged in rendering legal or
other professional services. If legal advice or
other expert assistance Is required, the services
of a competent attorney or other professional
person should be sought. Due to the numerous
factual issues which arise in any human resource
or employment question, each specific matter
should be discussed with your attorney.
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