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The Internal Revenue Service (IRS) published Revenue Procedure 2019-29, updating the indexed 2020 
contribution percentage used for determining whether employer-sponsored health insurance is affordable under 
the Affordable Care Act’s (ACA’s) employer mandate.  

The applicable adjusted percentage for 2020 is 9.78%, down from 9.86% for 2019. The lower percentage for 2020 
means that 2019 employee contributions just meeting the affordability safe harbor threshold may have to be 
lowered for 2020.  

Affordability Safe Harbors 
An applicable large employer must offer ACA full-time employees affordable, minimum-value health insurance or, 
potentially, pay a penalty under the ACA’s employer mandate. Health insurance is affordable for an employee if 
the monthly contribution is less than or equal to one of three affordability safe harbors: the Form W-2 safe harbor, 
the Rate of Pay safe harbor, and the Federal Poverty Level safe harbor. The 2020 monthly affordability safe 
harbor amounts are: 

 Form W-2 Safe Harbor: 9.78% of the employee’s income as reported in Box 1 of the Form W-2, divided by 
twelve months. 

 Rate of Pay Safe Harbor: 

– Hourly: 9.78% of the employee’s hourly rate of pay multiplied by 130 hours; or 

– Salaried: 9.78% of the employee’s annual salary, divided by 12 months. 

 Federal Poverty Level Safe Harbor: 9.78% of the 2019 Federal Poverty Level, divided by 12 months: 

– The 2019 Federal Poverty Level is $12,490; and 

– The threshold is $12,490 x 9.78%/12 months = $101.79/month. 

Employers with non-calendar year plans whose contributions are at the 2019 safe harbor limit should consider 
adjusting contributions in 2020 to ensure the contributions meet the potentially lower 2020 safe harbor limits.  

Resources 
Revenue Procedure 2019-29 if available here.  

  

https://www.irs.gov/pub/irs-drop/rp-19-29.pdf
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About Aon 
Aon plc (NYSE:AON) is a leading global professional services firm providing a broad range of risk, retirement and 
health solutions. Our 50,000 colleagues in 120 countries empower results for clients by using proprietary data and 
analytics to deliver insights that reduce volatility and improve performance. 
 
The information contained herein and the statements expressed are of a general nature and are not intended to 
address the circumstances of any particular individual or entity. Although we endeavor to provide accurate and 
timely information and use sources we consider reliable, there can be no guarantee that such information is 
accurate as of the date it is received or that it will continue to be accurate in the future. No one should act on such 
information without appropriate professional advice after a thorough examination of the particular situation. 
 
Copyright 2019 Aon plc 
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