PERSONNEL CABINET
Steven L. Beshear 501 High Street, 3™ Floor Dinah T. Bevington
-Governor Frankfort, Kentucky 40601 Secretary
Phone (502) 564-7430
Fax {502) 564-7603
www.personnel ky.gov

MEMORANDUM

To: Employers Participating in KEHP

From: Mary Elizabeth Bailey, Co.mmissi;lm%

Dept of Human Resources Administration
Date: October 6, 2015

Subject: Affordable Care Act (ACA)

As you are probably aware, the Affordable Care Act (ACA) established Employer Shared Responsibility
provisions that require the Commonwealth of Kentucky to offer minimum essential health insurance
coverage that meets federal standards to all full-time employees and their dependents.

Coverage provided by the Kentucky Employees” Health Plan {(KEHP), of which you are a participating
agency, is considered minimum essential health insurance coverage that meets the federal standards.

In order to ensure compliance with the Employer Shared Responsibility provisions, the Commonwealth
of Kentucky [including all agencies that share the Employer Identification Number (EIN) of the
Commonwealth of Kentucky] must do the following: 1) identify all full-time employees and offer those
employees and their dependents health insurance coverage, 2) provide health insurance coverage and
offer of coverage information to employees, and 3) report health Insurance coverage and offer of
coverage information to the IRS. The failure to comply with the Employer Shared Responsibiiity
provisions will subject the Commonwealth to penalties imposed by the IRS.

\dentifving Eull-Time Employees

The ACA defines a full-time employee as an individual employed on average at least thirty (30) hours of
service per week (or 130 hours of service per month). As you know, the Personnel Cabinet does not
retain your agency’s time data in KHRIS. On July 2, 2014, the Personnel Cabinet issued a memorandum
to outline the process for identifying full-time employees that are benefits eligible under the ACA. Your
agency should continue to follow the guidance in the July 2" memorandum to determine which of your
employees are eligible for health insurance benefits under the ACA. Additional information will he
forthcoming to assist you in complying with this portion of the ACA in the coming months.
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Emplover Reporting Reguirements

After receiving updated information, the Personnel Cabinet has determined it can assist your agency
with this requirement, even though it does not specifically record your agency’s time data in KHRIS.

As you may recall, the Personnel Cabinet issued a second memorandum addressing the ACA
requirements on December 29, 2014. The memorandum stated that the Personnel Cabinet “cannot
report this information on your behalf”’ because the Personnel Cabinet does not possess your agency’s
time data information and is not the employer of your agency’s employees.

Since the issuance of the December 23" memorandum, the IRS has publiished draft reporting forms,
instructions for completing the forms, Frequently Asked Questions, and various guidance regarding the
employer reporting requirements. The IRS continues to develop and publish new information regarding
the employer’s reporting requirements. In fact, the latest forms and instructions were published as
recent as September 16, 2015,

After a thorough review of the employer reporting guidance and procedures published by the IRS, the
Personnel Cabinet has determined that possession of your agency’s employee time data is not necessary
in order to report health insurance coverage data to the employee and the IRS. Further, because your
agency shares the same EIN as the Commonwealth of Kentucky, it is important that, to the extent
possible, there be only one consolidated “employer” report submitted to the IRS.

For the reasons stated above:

e The Personnel Cabinet will be issuing employee health insurance coverage statements to your
agency’'s employees.

» The Personnel Cabinet will be reporting the coverage information to the IRS (see additional
information beiow),

¢ This will relieve your agency of the burden of issuing the employee statements and reporting to
the IRS.

e At this time, the Personnel Cabinet should have all information regarding your employees that is
needed to accurately report coverage information to the employee.

¢ Should additional information be required, the Personnel Cabinet will contact you.

information Required from Your Agency to Assist With IRS Reporting

The Personnel Cabinet will be reporting health insurance coverage information to the IRS on Form 1094-
C (See Exhibit 1). in order to accurately report information on the form, the Personnel Cabinet will

require the following information from you:

1. The number of your full-time employees for each calendar month, January 2015 through
December 2015. Do not count any employee in a Limited Non-Assessment Period (i.e.
newly hired full-time employeas in a waiting period and employees who are not in full-time
positions and who are still in their “measurement periods”, as more thoroughly expleined in
the luly 2, 2014 memo). This corresponds to Part lil, Lines 24 — 35, Column {b} of the Form

10494-C,

2. Total employee count {including full-time, non-full-time, and employees in a Limited Non-
Assessment Period) for each calendar month, fanuary 2015 through December 2015, You
must use the first day of each month to determine the number of employees per month.
This corresponds to Part Ii, Lines 24 — 35, Column (c) of the Form 1094-C.
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Your organization will need to complete the form attached as Exhibit 2 and submit the form to the
Personnel Cabinet on or before December 15, 2015.  This form shall be submitted to Sharron Burton,

Personnel Cabinet, 501 High Street, 3" Floor, Frankfort, KY 40601,

Employee coverage information for 2015 is reported in early 2016, The IRS has stated that employers
that make a good faith effort to comply with the reporting requirements will not be subject to penalties
in 2016. We expect the IRS to provide feedback to the Commonwealth after the reports are reviewed to
ensure that future reports are in accordance with the IRS requirements and standards. This feedback
may result in reporting changes in 2017 for the 2016 health plan year. The Personnel Cabinet will keep
you advised should any reporting requirements or processes change in the future.

We apologize for any confusion our prior correspondence may have caused. If you have any questions,
feel free to contact me at 502-564-7571 or marye.bailey@ky.gov.
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EXHIBIT 2
FORM 1094-C

AUTHORITATIVE TRANSMITTAL
AGGREGATE EMPLOYEE COUNT INFORMATION

Entity Name:
Entity Address:
Street Address
City, State Zip
Entity Contact Name:

Entity Contact Telephone No.:

Entity Contact Emait Address:

Part Hil, Lines 24-25, Column (b)
Full-time employee count. Enter the number of full-time employees for each month, but do not count
any employee in a Limited Non-Assessment Period”.

en L 1 oar ] ey [T o [
b [ 1 omay ] oae ] N [ ]
Mar [ 1 e 1 sept ] pee [

Part lll, Lines 24-25, Column (c)

Enter the total number of ali your employees, including full-time and non-full-time employees and
employees in a Limited Non-Assessment Period for each calendar month.  You must use the first day of
each month to determine the number of employees per month,

dan [ oA ] ey [T o [
reb [ ] owmay ) ome T e [ ]
Mar L ] g ] sept [ ] pee [ ]

LA Limited Non-Assessment Period generally refers to a period during with the ALE Member wili not be subject fo an assessable payment under
section 4980H(a), and in certain cases section 4980H(b), for a full-fime employee, regardiess of whether that employee is offered health coverage
during the period. An example of & Limited Non-Assessment Period is a waiting period for newly hired employees before they are eligible for
benefits under the Look-Back Measnrement Method.

PART




