
Applicable Large Employers (ALEs) are employers with 50 or more full-time employees (including full-time 

equivalent employees) and are required to offer minimum essential coverage. Offering health insurance 

can be very expensive and many employers may try to figure out ways to avoid paying more than  

necessary. Instead of offering traditional insurance that meets all of ACA’s requirements, some employers 

are considering offering only a self-funded Minimum Essential Coverage (MEC) plan. MEC plans come with 

their pros and cons, they may not satisfy all ACA requirements as traditional health plans can and leave 

employers exposed to penalties. 

 

Before proceeding with a MEC plan, employers should consider the information provided below: 

 

MEC plans… 

• Are not traditional health insurance. 

• Are not fully compliant per ACA guidelines. 

• Are only required to cover 100% of the CMS listed Preventive and Wellness benefits. 

• Do not protect an employer from the Pay or Play $3,000/EE penalty (adjusted each year). 

• Are self-funded. 

• May not have as robust of a network. 

• May be viewed unfavorably by employees. 

• Will be less attractive than a more traditional benefits package with fully insured ACA compliant plans. 

• To be fully compliant under ACA, an employer must also offer other coverage that meets the 60% Mini-

mum Value. 

 

There may be certain scenarios where a MEC plan does make sense for an employer to consider.  

However, an employer offering a MEC plan as opposed to traditional health insurance may leave  

themselves exposed to significant penalties under the Affordable Care Act. Employers should consult their 

broker to figure out a solution that meets their needs while meeting the requirements of the law. 

 

The information contained within this document is intended to generate thought and discussion regarding 

offering employee health benefits. It should not be construed as legal guidance. 
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