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Although the Affordable Care Act (ACA) is hardly breaking news, employers need to remain aware of 
compliance issues related to penalty enforcement by the Internal Revenue Service.  Some employer 
groups have or will receive an IRS Letter 5699. This letter is used to inform an employer that the 
IRS believes it may have been an Applicable Large Employer (ALE) for the tax year(s) in question 
and that the IRS does not have record that the employer met certain reporting requirements. The 
letter includes a discussion of the rules and provides search terms for the employer to use to learn 
more about whether it was an ALE for the tax year(s) in question.  

Employers that failed to file Forms 1094-C and 1095-C for the 2015 calendar year could receive the 
letter. If you receive a Letter 5699, the date of the letter is critical as an employer has 30 days to 
respond.  

An ALE is required to provide one of the following responses to Letter 5699:

• The employer was an ALE for the tax year(s) in question and already filed Forms 1094-C and
   1095-C. 

• The employer was an ALE for the tax year(s) in question and is including the Forms 1094-C and
   1095-C with its response to the letter (this is only an option if the employer has 250 or less
   1095-C Forms).

• The employer was an ALE for the tax year(s) in question and will be filing the Forms 1094-C and
   1095-C with the IRS by a specified date (not more than 90 days from the date on the Letter
   5699). 

• The employer was not an ALE for the tax year(s) in question. 

• Another reason with a statement explaining why the employer has not filed the forms and the
   actions the employer plans to take to remedy the situation.

Penalties for non-compliance are significant and may be assessed as follows:

General Penalty - $260 per violation (annual maximum $3,178,500)
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Corrected within 30 days - $50 per violation (annual maximum $529,500)

Corrected after 30 days, but before August 1 of the year in which the forms would have been due 
- $100 per violation (annual maximum $1,589,000)

Intentional disregard - $520 per violation (no annual maximum)

Each form that was required, but not filed with the IRS on time, is considered a separate violation 
subject to a separate penalty.

Employers that receive Letter 5699 should respond to the IRS completely and accurately within the 
30-day timeframe. The IRS will use the information provided in response to the letter to identify 
non-compliant ALEs and assess penalties that may be owed. Although penalties may still apply 
for employers who respond to Letter 5699, a response may go a long way to reduce the amount 
owed. 

As complicated as it has been to comply with the ACA to date, we recognize that for employers 
receiving these letters, responding in an accurate and timely manner may be the biggest challenge 
yet. Here at MZQ, we specialize in providing world-class compliance support surrounding the 
employer mandate. We are here to help. For any questions regarding penalty letters from the IRS 
or help preparing your response, please call or e-mail us today at ACAhelp@mzqconsulting.com.

MZQ Consulting, LLC is not a law firm and cannot dispense legal advice.  Anything contained in this communication is not and 
should not be construed as legal advice.  If you need legal advice, please contact your legal counsel.


