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As the filing deadlines approach, ensuring accuracy in 1094-C and 1095-C submissions is critical for compliance with the IRS and Franchise Tax Board (FTB) regulations. Here is a detailed guide to auditing these forms for the 2024 tax year, focusing on key areas such as affordability measures and form completeness.

1. Affordability Measure Verification
For Tax Year 2024, the IRS has set the affordability threshold at 8.39% of an employee’s income. Employers must ensure that their lowest cost minimum value health coverage plan offer meets this requirement to avoid potential penalties.
· Salaried Employees: Verify that the employee’s share of the lowest-cost self-only coverage does not exceed 8.39% of their W-2 Box 1 income divided by 12 months.
· Example: If an employee’s annual W-2 Box 1 income is $60,000, the monthly affordability limit is calculated as follows:
The employee’s monthly premium contribution towards the Lowest Cost plan should not exceed $419.50.
· Hourly Employees: Verify affordability using an assumed 130 hours per month. The calculation is as follows:
· For example, if an hourly rate is $20, the monthly affordability threshold would be:
· The employee’s monthly premium contribution should not exceed $217.94.

2. Form 1095-C Review
Each employee eligible for coverage must receive a complete and accurate Form 1095-C. Key sections to review include:
· Section 14: Offer of Coverage Codes (Always Use lowest Cost Min Value Plan)
1. Ensure that an Offer of Coverage code is entered for each month of the calendar year 2024. Common codes include:
· Code 1A: Qualifying offer providing minimum essential coverage meets Federal Poverty Level (Single) affordable rate. The 2024 federal poverty line for a one-person household in the 48 contiguous states and the District of Columbia is $15,060 ($15,060 @8.39% /12 = $105.29)
· Code 1G: No Offer of a Qualified Plan was Made that month.
· Code 1E: Minimum essential coverage for employee and dependents at the Hrly or W2 Box 1 Affordability Measure. Tax Authority will use the Following Formulary (Earliest Hrly Rate in 2024 Tax Year @ 130 Hrs. @8.39%)
· Code 1H: No Affordable Offer of Coverage was Made that Month. 
· Note* Section 16- Will have a response code to No Offer

· Section 15: Employee Share of Premium
1. Confirm that the employee’s monthly premium share for the lowest-cost self-only coverage is correctly entered for months when the employee was eligible for coverage.
2. This figure should align with the affordability calculations outlined above.
· Hrly- @130 Hrs. @ 8.39%
· W2 Box 1 Income @8.39% / # Months worked.
· Section 16: Safe Harbor Codes
1. Verify that a Response Code is entered for every month of 2024 to document safe harbor or other relevant statuses. Common codes include:
· Code 2A Employee was not employed that Month.
· Code 2B Employee was Part Time Not Eligible
· Note ACA considers 30 Hrs. week as Full Time
· Code 2C: Employee enrolled in coverage.
· Code 2F: Affordability based on W-2 wages.
· Code 2H: Affordability based on the rate of pay.

3. Form 1094-C Review
The transmittal Form 1094-C must be consistent with the individual 1095-Cs. Key elements to check include:
· Part II: ALE Member Information
· Ensure that the total number of 1095-Cs issued matches the number reported here.
· Confirm the "Minimum Essential Coverage" and "Full-Time Employee Count" are accurate for each month.
· Part III: Certifications of Eligibility
· Section 22 BOX A or D 
· Verify that the certifications reflect the actual offers and coverage provided during the year.
· Part IV: If there are Multiple Employers in a Commonly owner group (50% or more shared by same owners), Make sure to do separate su8bmission for Each EIN, as well as List the Names and EINs for each company on the back of each 1094C transmission form. 


4. Common Errors to Avoid
· Mismatched Data: Ensure that information in 1095-C forms aligns with payroll and benefits records. (Always a good idea to audit against W2s)
· Missing Codes: Double-check that Sections 14, 15, and 16 of Form 1095-C are fully completed for all applicable months. NEVER Leave Section 16 Blank. This indicated on the 1095C that the employee did not receive an Offer of an Affordable plan. 
· This can result in the Cover document 1094C not Indicating that 95% of eligible Employees were offered an Affordable coverage. 
· Affordability Miscalculations: Use precise income data and thresholds to avoid errors.
· Common mistakes are. 
· Make sure calc is at 8.39% Income for 2024
· Make sure it’s checked against earliest rate of pay 2024, Pay Increase later in year will not be considered by Tax Board 
· Not using the Rate for the Lowest Cost Min Value Plan
· Not Using the Employee share of premium for the lowest cost Min Value plan

By meticulously auditing 1094-C and 1095-C filings, employers and their agents can ensure compliance with IRS and FTB regulations while minimizing the risk of penalties. Following this guide will help streamline the process and reinforce your organization’s commitment to accurate reporting.
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