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Health Care Reform Update: July 31 Fee
Deadline for Most Self-Insured Plans

By Mark C. Jones, Howard L. Clemons and Justin Krawitz

The IRS has released a revised version of Form 720 “Quarterly Federal Excise
Tax Return” for sponsors of self-insured health plans to pay annual fees

imposed under the Affordable Care Act. The fee for 2013 is $1 per covered life,
which is due on July 31, 2013, for calendar-year plans.

Background

The Patient Protection and Affordable Care Act (‘PPACA”) established the Patient-Centered Outcomes
Research Institute (“PCORI”) to synthesize and disseminate research relating to the comparative clinical
effectiveness of various medical treatments. PCORI is to be funded in part by fees (“PCORI fees”)
assessed on sponsors of self-insured health plans and issuers of health insurance policies. PCORI fees
are tied to the federal fiscal year, and they apply to plan years ending on or after October 1, 2012 and
before October 1, 2019. The fee is equal to $1 per “covered life” (covered employee or dependent) for the
first year and $2 per covered life for the second year. The fee will be indexed to increases in projected per
capita national health expenditures for the third through seventh years.

Plans Subject to the Fee

PCORI fees are generally imposed on all self-insured health plans and health insurance policies, including
plans and policies providing coverage only to retirees and continuation coverage under COBRA. PCORI
fees may also be imposed on certain health reimbursement arrangements and health flexible spending
accounts if other group health coverage is not offered by the employer or the arrangement or account is
funded primarily with employer contributions or flex credits. If more than one employer in a controlled
group participates in the same plan, then the plan may be amended to designate one employer as the
sponsor for this purpose. The amendment must be adopted prior to the due date of the fee.

Payment and Reporting of Fees

Plan sponsors of self-insured calendar-year plans must report the number of covered lives and pay the
PCORI fee on IRS Form 720 by July 31, 2013. On June 3, 2013, the IRS released a revised version of
Form 720 that includes two new lines, marked “IRS No. 133,” for the PCORI fee (one line for sponsors of
self-insured health plans and one line for health insurance issuers). Though Form 720 is used for quarterly
excise taxes, filers should only complete line 133 when remitting the annual fee. Although the PCORI fee
generally does not constitute an expense that may be paid from plan assets, the IRS Office of Chief
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Counsel issued a Memorandum on June 7, 2013 advising that the fee is deductible as an ordinary and
necessary business expense. The revised Form 720 is available at http://www.irs.gov/pub/irs-pdf/f720.pdf.

If you have any questions, please contact the Pillsbury attorney with whom you regularly work or one of the
following members of the Executive Compensation & Benefits practice section.
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This publication is issued periodically to keep Pillsbury Winthrop Shaw Pittman LLP clients and other interested parties
informed of current legal developments that may affect or otherwise be of interest to them. The comments contained herein
do not constitute legal opinion and should not be regarded as a substitute for legal advice.
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