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A Closer Look: IRS Offers First Glimpse at Substantial 
Reporting Obligations for Employers, Insurers 

 

The Internal Revenue Service recently issued two sets of proposed regulations regarding a significant 
and ongoing reporting obligation that employers, insurers and other plan sponsors must meet, under 
the health reform law.  
 
The reporting will enable the IRS to identify which individuals and employers are complying with the 
law's individual and employer mandates, respectively, and to verify the legitimacy of the premium 
subsidies supplied to individuals purchasing coverage in the public health insurance exchanges, or 
"marketplaces." 
 
The IRS is asking employers and other stakeholders to comment on the proposed reporting rules. 
Though only proposed, the rules are worth studying.  They will likely be finalized in substantially the 
same form, and they don’t make life any easier for employers, particularly those who prepare their 
own payrolls. Employers who outsource payroll functions will want to dialogue with their payroll 
vendor, to determine whether and how the vendor can assist in the reporting process. 
 
We’ve included a helpful chart at the end of this Alert, providing a snapshot view of key aspects of 
the reporting obligations. 
 
Background 
 
The Patient Protection and Affordable Care Act includes two primary coverage mandates. One, known 
as the “individual mandate,” requires nearly every man, woman and child in America to have at least 
some health insurance coverage--known as “minimum essential coverage,” or “MEC”--beginning in 
2014, or risk modest tax penalties. Some individuals, including those with religious objections, 
household incomes below the tax filing threshold, or those for whom insurance costs more than eight 
percent of household income are exempt. 
 
The other mandate, the “employer mandate,” requires larger employers (generally, those with 50 or 
more full-time employees, including “full-time equivalent” employees) to offer coverage to nearly all 
full-time employees and their children, or risk more substantial tax penalties. 
 
Because the penalties for noncompliance are tax penalties, the IRS is charged with figuring out, for 
each year, which individuals have the required insurance and which don’t, and which employers 
honored the employer mandate, and which did not.  
 
  

http://r20.rs6.net/tn.jsp?e=001mohIQqxEgs6pff7t0-icAA9T_wuL959wp1E8GYk495swNDA2gnzL1cT8Euu0MfQSluvRURUedI4lfv5OR78G-8ZXvAD_RooU-XurhYpB1eNmN5uudhqa70bcUI16EzKn
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The reform law created two new sections in the Tax Code, section 6055 and 6056, to assist the IRS. 
These sections direct employers and insurers to report sufficient information to allow for enforcement 
of the individual and employer mandates, respectively. The recently proposed regulations flesh out 
details regarding how the IRS anticipates this reporting will work.  
 

Lockton Comment: This reporting obligation was supposed to begin in early 2015, for the 2014 
year, but the IRS delayed it under guidance issued July 2. See our Alert on the delay. Without 
that reporting for 2014 there will be no way for the IRS to enforce the employer mandate for that 
year. Thus, it was the delay in reporting that led the IRS to delay the mandate until 2015. For that 
matter, there won’t be any way to enforce the individual mandate, either, but the Administration 
has not delayed it, for political and economic reasons. 

 
Policing the Individual Mandate: Reporting Under Section 6055 
 
With regard to the individual mandate, insurers (in the case of insured group plans) and employers or 
other sponsors (in the case of self-insured plans) must make annual filings to the IRS reflecting the 
months during the preceding calendar year an individual and his or her dependents had at least 
“minimum essential coverage” under the group health plan. 
  

Lockton Comment:  “Minimum essential coverage” (MEC) is any employer-based coverage that 
is, generally speaking, more robust than a dental plan, vision plan or health flexible spending 
account. However, fixed indemnity coverage--that is, coverage paying a certain amount per day 
of hospitalization or an office visit, or upon a certain diagnosis--is not MEC.  

 
No filing is required with respect to health savings account benefits (although filing is required with 
respect to the underlying high deductible health plan), or health reimbursement arrangements (HRAs) 
if they supplement at least minimum essential coverage.  Similarly, no filing is required with respect 
to coverage that is not minimum essential coverage. 
 

Lockton Comment:  Typical flexible spending accounts, and most dental and vision coverage, 
are considered “excepted benefits” and not MEC; therefore no filing is required with respect to 
them. Sponsors of stand-alone HRAs would have to report the coverage… but stand-alone, non-
retiree HRAs are essentially prohibited after 2013 anyway. Presumably, however, sponsors of 
stand-alone retiree HRAs must report on the coverage. 

 
How is the Filing Made, What Must it Include, and Who Makes it? 
 
Under the proposed regulation, the filing would be made on an IRS Form 1095-B, although the IRS 
may prescribe a different form, and may permit filers to use substitute forms that include all the 
relevant information.  
 
The relevant information includes: 
 

 The name, address and taxpayer identification number (i.e., Social Security 
number, in most cases) of the “responsible individual.”  If the current address is not 
known, the reporting entity may use the individual’s last known address. 
 

 The name and Social Security or other taxpayer identification number (TIN) for 
each family member also covered by the plan, and for each person covered, the 
months during the preceding year during which the employee and/or his or her 
family members had minimum essential coverage. 

http://www.lockton.com/Resource_/PageResource/MKT/Play%20or%20Pay%20Delay_02.pdf
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Lockton Comment:  It won’t always be easy for an employer to get the Social Security 
numbers or other TINs for covered dependents, although some insurers and third-party 
administrators are already collecting this information at enrollment, to facilitate reporting 
to Medicare for Medicare coordination purposes. An insurer, employer or other reporting 
entity won’t be fined for failing to submit the Social Security or taxpayer identification 
number if it made “reasonable efforts” to get it. A “reasonable effort” includes trying to get 
the number initially, at enrollment for example, and then trying again once a year for the 
ensuing two years. In some cases an employer may substitute the individual’s date of 
birth. 

 

 The name, address and employer identification number (EIN) of the “employer 
sponsoring the plan.”  With respect to self-insured plans, this appears to mean the same 
entity responsible for submitting the filing (see below). Thus, where a holding company, for 
example, sponsors self-insured coverage for several subsidiaries, each subsidiary makes its 
own filing under its own EIN, although the holding company may prepare and submit the 
filings on behalf of the subsidiaries. 
 

 Whether the coverage is insured coverage obtained through an insurance 
exchange. 

 
Where a self-insured plan is maintained by a single employer, that employer has the reporting 
obligation and would use its EIN. Where multiple members of the same controlled group participate in 
a self-insured plan, each participating employer would report separately to the IRS, using its EIN, 
although one company in the group could prepare and submit the reports for the other members.  
 
Self-insured multiemployer plans would apparently use the trust fund’s TIN; the joint board of 
trustees would be responsible to ensure the filing is made. Each participating employer in a self-
insured multiple employer welfare arrangement (MEWA) would report this information separately, 
using its own EIN. 
 
Foreign employers might not have a U.S.-issued EIN. The IRS requests comments on what 
information a foreign employer should be required to substitute for an EIN. 
 
Policing the Employer Mandate: Reporting Under Section 6056 
 
With regard to the employer mandate, employers subject to that mandate must make a filing to the 
IRS, with a copy to full-time employees, reflecting information about the coverage, if any, offered to 
the employees.  Unlike the reporting due under section 6055, employers that sponsor insured plans 
are required to make the filing, not the insurer. Employers sponsoring self-funded plans will make the 
filings under both sections 6055 and 6056. 
 
The filing is designed to help the IRS determine not only whether the employer has satisfied the 
employer mandate; the filing will also verify the legitimacy of subsidies (advance tax credits) that may 
have been provided to an employee in a marketplace, to help the employee buy insurance there. 
Employees are not supposed to receive subsidies if they are offered “minimum value” (60 percent 
actuarial value, or better) and “affordable” coverage from an employer, or if they’re enrolled in even 
bare-bones “minimum essential coverage.” 
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How is the Filing Made, What Must it Include, and Who Makes it? 
 
Under the proposed regulation, the filing would be made on an IRS Form 1095-C, although the IRS 
may permit filers to use substitute forms that include all the relevant information. The report must 
reflect: 
 

 The name, address and EIN of the employer, the name and telephone number of a 
contact person for the employer, and the calendar year to which the filing relates.  
 

Lockton Comment: It’s common for multiple employers in the same controlled group to 
participate in a plan sponsored by one of the employers, often a holding company. This 
filing is made, however, on an EIN-by-EIN basis. A separate report must be filed for each 
participating employer, regarding each employer’s full-time employees.   
 

 The number of full-time employees for each month during the calendar year. 
     

 A certification as to whether the employer offered to its full-time employees (and 
their children to age 26) at least minimum essential coverage, by calendar month. 
 

Lockton Comment: An employer must offer at least 95 percent of its full-time employees 
and their children minimum essential coverage, or risk a penalty of up to $2,000 per year 
times all full-time employees, less the first 30 such employees. We’ve referred to this 
obligation as “Tier 1” of the two-tiered employer mandate obligation. 
 

 The name, address and Social Security or other taxpayer identification number for 
each full-time employee employed during the calendar year, and the months (if 
any) during which the employee was enrolled under the plan. 
 

Lockton Comment: This information is important because an employee enrolled in at 
least minimum essential coverage under an employer plan is not eligible to receive 
subsidies in a health insurance marketplace. 

 

 Each full-time employee’s share of the lowest cost monthly premium (self-only 
coverage) for coverage satisfying the “minimum value” requirement, by calendar 
month. 
 

Lockton Comment: Tier 2 of the employer mandate requires the employer to offer, to 
full-time employees, employee-only coverage that meets minimum value (at least 60 
percent actuarial value) and affordability (i.e., the employee pays no more than 9.5 
percent of household income for the coverage) requirements, or risk up to a $3,000 
penalty with respect to the full-time employee. Although not specified in the proposed 
regulations, section 6056 reporting will likely also include a code indicating whether the 
employer offered “minimum value” coverage. 
 
Once the IRS knows what the employer charged for minimum value coverage, it can cross-
check that information against the employee’s tax return for the year--once that return is 
filed--to determine whether the coverage offer was “affordable.” 
 

Although not reflected in the proposed regulations, section 6056 reporting will likely also include 
information about whether spouses are offered coverage, whether the employee’s coverage effective 
date was delayed by a waiting period, and other information.  
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Lockton Comment: The information about spouses is important because if a plan offers 
minimum value and affordable coverage to an employee, and also offers coverage to a spouse 
(whether or not affordable), the spouse is deemed to have an offer of affordable coverage and 
would not qualify for subsidized insurance in a health insurance marketplace. The information 
about waiting periods is important because an employer isn’t penalized for failing to offer 
coverage to a full-time employee through the end of his or her first three full calendar months of 
employment. 

 
When Are the Filings Due? 
 
The filing obligations under both sections 6055 and 6056 begin in early 2016, for 2015. The filings are 
based on the calendar year, regardless of the plan or contract year.  
 
Under the proposed regulations, the filings would be due to the IRS on February 28 following the year 
to which they relate (or March 31 if the insurer or employer/plan sponsor, as the case may be, files 
the information electronically). Insurers and employers/plan sponsors must submit the filings to the 
IRS electronically if they filed 250 or more returns in the prior year, including income and payroll tax 
returns, Forms W-2, Forms 1099, etc. 
 
Insurers (in the case of insured plans) or the employer or other plan sponsor (in the case of self-
insured plans) must provide a copy of the section 6055 information to the “responsible individual” 
(i.e., the covered employee) by January 31 following the year to which the information relates. The 
individual will use this report to verify, on his or her federal tax return, the months during the tax 
reporting year he or she had minimum essential coverage. 
 
Employers must provide a copy of the section 6056 information to their full-time employees, also by 
January 31. This information, too, may be supplied electronically if the employee consents. 
  
Thus, self-insured employers are required to provide both section 6055 and 6056 information to full-
time employees. The IRS is considering whether and how a self-insured employer might combine this 
information on a single form, perhaps even on the W-2.  

 
The IRS will accept comments on the proposed regulations until mid-November. We expect final 
regulations not later than mid-2014. 
 

Edward Fensholt, J.D. 
Health Reform Advisory Practice 

 
Note: See the helpful chart below. 

 

Not Legal Advice: Nothing in this Alert should be construed as legal advice. Lockton may not be considered your legal 
counsel and communications with Lockton's Compliance Services group are not privileged under the attorney-client privilege. 
   
Circular 230 Disclosure: To comply with regulations issued by the IRS concerning the provision of written advice regarding 
issues that concern or relate to federal tax liability, we are required to provide to you the following disclosure: Unless 
otherwise expressly reflected herein, any advice contained in this document (or any attachment to this document) that 
concerns federal tax issues is not written, offered or intended to be used, and cannot be used, by anyone for the purpose of 
avoiding federal tax penalties that may be imposed by the IRS. 
 

© 2013 Lockton Companies 
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Individual and Employer Mandate Reporting Chart 
 

 6055 Reporting 6056 Reporting 

Enforces the… Individual Mandate Employer Mandate 

Who Reports?  Insurer, for insured plans 

 Each participating employer, for self-insured 
plans (other than multiemployer plans) 

 Joint board of trustees or other responsible 
party, for multiemployer plans 

Each employer subject to the employer mandate 

Report Based On… Calendar year, beginning with 2015 calendar year Same 

Report Using… Form 1095-B or substitute form Form 1095-C or substitute form 

What is Reported?  Identity--including SSN or TIN--of 
“responsible individual” (typically, the 
employee or retiree) and each dependent 
who had coverage during the year 

 The months for which each covered person 
had coverage for least part of the month 

 Name, address and EIN of the “employer 
sponsoring the plan” (see “Who Reports”) 

 Statement whether the coverage was 
obtained through an insurance exchange 

 Identity of employer, and contact 
information 

 Calendar year to which the filing relates 

 Number of FTEs by month 

 Certification regarding whether employer 
offered “minimum essential coverage” to at 
least 95% of FTEs and children, by month 

 Identity--including SSN or TIN--of each FTE , 
months for which employed, and months for 
which enrolled in coverage  

 Each FTE’s share of premium for lowest cost 
coverage offering “minimum value,” by 
month 

Due Date to IRS Feb. 28 (March 31 for e-filings) following the 
reporting year 

Same 

Copy of the Reported 
Information to… 

The “responsible individual” (typically, the 
employee or retiree) 

Each full-time employee 

Due Date for Copy January 31 Same 

Applies to Non-
Employees (e.g., COBRA 

beneficiaries, retirees, 
etc.)? 

Yes No 

 
 
 


