Mandatory Reporting and Electronic Filing Requirements
December 2016
IMPORTANT
For VEHI employers planning to file 250 or more 1095-C’s with the IRS in 2017 (2016 calendar year
reporting), the regulations mandate that the filing be done electronically. Groups not planning to file
250 or more 1095-C’s with the IRS can file electronically or on paper.
As the process for reporting electronically developed, it became clear that an employer would face
difficulty in filing on their own due to significant technical requirements. Based on our understanding of
the technical requirements, it would be impractical for any VEHI member to file electronically without a
vendor managing the submission. Therefore, unless a VEHI member has partnered with a vendor who is
producing AND filing on their behalf, the recommended course of action is for members to file on
paper for the 2016 calendar year. Groups planning to file 250 or more 1095-C’s, filing on paper requires
that a waiver for electronic reporting be submitted and approved.
If you received a waiver from the mandatory electronic filing requirement for the 2015 calendar year
filing and you believe you will need a waiver for the 2016 calendar year, you must apply for a waiver for
the 2016-filing year. A waiver applies only to the tax year for which it was filed. Requesting the waiver
as soon as possible will maximize the likelihood that the IRS will grant the waiver.
This memo only addresses a waiver from the electronic filing requirement. A waiver from the electronic
filing requirement does not modify the deadline to distribute Form 1095-Cs to employees/nonemployees. The deadline for the distribution to employees/non-employees, originally set for January
31, 2017 was automatically extended to March 2, 2017. If you receive a waiver from the electronic filing
requirement, the deadline for paper submissions to the IRS is February 28, 2017.
VEHI can provide support to members with electronic filing in the following ways:
1. Provide you with “How To” steps on obtaining a waiver from the IRS to complete the filing on
paper for the first year;
2. Obtain quotes from vendors who have developed relationships with Gallagher Benefits
Services; and
3. Provide you with general information on the electronic filing requirements.
This memo provides general information on the electronic reporting process and steps that must be
completed to obtain a waiver from the electronic filing process.
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Background:
A school filing at least 250 Form 1095-Cs must file them electronically with the IRS by March 31, 2017.
Because the Form 1095-Cs must be filed with at least one completed transmittal sheet (Form 1094-C),
the transmittal sheet must also be electronically filed. A school that is required to file less than 250 Form
1095-Cs is not required to file the Form 1095-Cs electronically, but has the option to do so.
The IRS has developed a special system to complete the electronic filing submission (the “AIR” program).
Although there have been testing opportunities, the IRS has generally geared its testing scenarios and
written publications to software developers and IT personnel. This presents a significant challenge for
the average employer that seeks to complete the electronic filing process without assistance from a
vendor.
Entities who intend to file electronically without the assistance of a vendor must:
•

Complete the e-services registration (https://www.irs.gov/Tax-Professionals/e-services---OnlineTools-for-Tax-Professionals);

•

Obtain log-in credentials;

•

Log-in within 28 days to confirm their registration to activate the account; and

•

Obtain the ACA Information Return Transmitter Control Code (TCC) Application prior to the
submission deadline (a tutorial on the topic can be found at
https://www.irs.gov/PUP/for_taxpros/software_developers/information_returns/aca_app_tuto
rial_online.pdf).

Although the above steps could likely be accomplished without the use of knowledgeable IT staff or
software developers, the process does not end there. Use of the AIR Program requires an understanding
of your school’s electronic operating system and its compatibility with the IRS’s electronic filing
requirements. Some (but not all of the requirements) include:
•

The submission of AIR forms in Extensible Markup Form. The AIR forms must be filed in XML
format. No other format will be accepted; and

•

Transmission of the AIR forms via the Application to Application Channel (A2A) or the ACA Web
Browser Interface Channel (UI).

Any entity using the A2A transmission process must also complete an Automated Enrollment process
with the IRS to obtain a certificate prior to any submission through the AIR system.
Due to the entailed process, it appears impractical for an employer to complete the electronic
submission process without making updates to its existing system or contracting with a vendor that has
received the required approvals. For this reason, we recommend that any school that is subject to the
electronic filing requirement consider consultation with a vendor and a waiver request.
Waiver Request:
A waiver request must be made on IRS Form 8508. Filers are encouraged to file Form 8508 at least 45
days before the due date of the returns, but no later than the due date of the return. However, to
maximize the likelihood the waiver is granted, we encourage you to make this request as soon as
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possible. NOTE: The IRS does not process waiver requests until January 1st of the calendar year the
returns are due.
As part of the waiver request form, you must indicate whether you have requested a waiver for
electronic filings of any of the IRS returns listed below.
1042-S
1094-C/1095-C
1095-B
1097-BTC
1098
1098-C

1098-E
1098-T
1099-A
1099-B
1099-C
1099-CAP

1099-DIV
1099-G
1099-INT
1099-K
1099-LTC
1099-MISC

1099-OID
1099-PATR
1099-Q
1099-R
1099-S
1099-SA

3921
3922
5498
5498-ESA
5498-SA
8027

W-2
W-2AS
W-2G
W-2GU
W-2PR
W-2VI

If the answer is “YES”, you are required to submit two current cost estimates from third parties for
software, software upgrades or programming for your current system, or costs to prepare your files for
you with your waiver request. While we do not anticipate this to be a common concern for VEHI
members, Gallagher stands ready to assist members with producing these cost estimates for members
on an individual member basis.
Complete form 8508 as described below.
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A completed example is posted on www.VEHI.org, and copy of the fillable Form 8508 is available on
both www.VEHI.org and directly through the IRS at https://www.irs.gov/pub/irs-pdf/f8508.pdf.
If a waiver for the electronic submission of Forms 1095-C/1094-C is approved, any corrections may also
be submitted on paper. A school that is required to file electronically, but fails to do so without an
approved waiver will be subject to a general fine of up to $500 per individual (this is based upon a $250
fine per employee who should have received a return and another $250 for failing to file with the IRS).
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Electronic Filing Facts
•

If you are required to file 250 or more information returns, you must file electronically.

•

The 250-or-more requirement applies separately to each type of form filed and separately for
original and corrected returns.
o

For example, if you must file 500 Forms 1095-B and 100 Forms 1095-C, you must file
Forms 1095-B electronically, but you are not required to file Forms 1095-C
electronically.

•

If you have 150 Forms 1095-C to correct, you may file the corrected returns on paper because
they fall under the 250 threshold.

•

However, if you have 300 Forms 1095-C to correct, they must be filed electronically. The
electronic filing requirement does not apply if you apply for and receive a hardship waiver.

•

The IRS encourages you to file electronically even though you are filing fewer than 250 returns.

Waiver.
•

To receive a waiver from the required filing of information returns electronically, submit Form
8508.

•

You are encouraged to file Form 8508 at least 45 days before the due date of the returns, but no
later than the due date of the return.

•

The IRS does not process waiver requests until January 1st of the calendar year the returns are
due.

•

You cannot apply for a waiver for more than one tax year at a time. If you need a waiver for
more than one tax year, you must reapply at the appropriate time each year.

•

If a waiver for original returns is approved, any corrections for the same types of returns will be
covered under the waiver.

•

However, if you submit original returns electronically but you want to submit your corrections
on paper, a waiver must be approved for the corrections if you must file 250 or more
corrections.

•

If you receive an approved waiver, do not send a copy of it to the service center where you file
your paper returns. Keep the waiver for your records only.

•

If you are required to file electronically but fail to do so, and you do not have an approved
waiver, you may be subject to a penalty of $260 per return for failure to file electronically unless
you establish reasonable cause. However, you can file up to 250 returns on paper; those returns
will not be subject to a penalty for failure to file electronically. The penalty applies separately to
original returns and corrected returns.
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