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Washington Update

IRS Ready to Enforce ACA Shared  
Responsibility Requirements

T he Internal Revenue Service (IRS) recently 
issued a preliminary tax notification form, 
Letter 226J, which is the initial letter issued 

to applicable large employers (ALEs) to notify 
them that they may be liable for an employer 
shared responsibility payment (ESRP) in connec-
tion with the 2015 calendar year.

Background
Employer shared responsibility provisions 

were added under Section 4980H of the Internal 
Revenue Code by the Affordable Care Act (ACA). 
Under these provisions, ALEs must either offer 
health coverage that is affordable and that pro-
vides minimum value to their full-time employ-
ees (and their dependents) or potentially make an 
ESRP, which is triggered in the event of at least 
one of their full-time employees receiving a pre-
mium tax credit for purchasing individual cover-
age on the health insurance marketplace.

Generally speaking, employers with at least 50 
full-time employees, including full-time equiva-
lent employees, are considered ALEs. The deter-
mination of whether an ALE may be liable for an 
ESRP and the amount of the proposed ESRP in 
Letter 226J are based on information from Forms 
1094-C and 1095-C filed by an ALE and the in-
dividual income tax returns filed by employees of 
an ALE.

 
Letter 226J

Among other things, Letter 226J will include 
an ESRP summary table itemizing the proposed 
payment by month, a description of the actions 
an ALE should take if it agrees or disagrees with 
the proposed ESRP, and the name and contact 
information of a specific IRS employee that an 
ALE should contact with questions. An ALE will 
have 30 days to respond to Letter 226J before a 
penalty is assessed and a demand for payment is 
made by IRS. IRS will acknowledge the response 
by an ALE to Letter 226J with Letter 227, which 
describes further action that an ALE may need 
to take if it disagrees with the proposed ESRP. If 
an ALE disagrees with the IRS response in Letter 
227, the ALE may request a preassessment confer-
ence with the IRS Office of Appeals. If requested, 
a conference will take place 30 days from the date 
of Letter 227. If an ALE does not respond to ei-
ther Letter 226J or Letter 227, IRS will assess the 
amount of the proposed ESRP and issue a notice 
and demand for payment.

A copy of IRS Letter 226J can be viewed at 
www.irs.gov/pub/notices/ltr226j.pdf.


