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Patient-Centered Outcomes Research Institute (PCORI) fees are due by July 31, 2013 for plan years
ending on or after October 1, 2012. For plan sponsors of insured health plans insurers will pay the fee.
However, plan sponsors of self-funded health plans must calculate and pay the fees using the Quarterly
Federal Excise Tax Return (Form 720), for the Second Quarter, 2013. The purpose of this Benefit Trends
is to highlight some important aspects of the process for self-funded plans.

Discussion
1. Calculating the Fee. Self-funded plan may choose among three options for determining the average
number of lives (employees, dependents, AND COBRA participants) covered under the self-funded
plan. Here are those options.
a. Actual Count Method. Plan sponsors calculate the sum of lives covered for each day of the
plan year and then divide that sum by the number of days in the year.
b. Snapshot Method. Plan sponsors calculate the sum of the lives covered on one or more
dates in each quarter of the plan year and then divide that number by the number of dates
used. Under this method, the plan sponsor can count the number of covered employees and
multiply that number by 2.35 to obtain the spouse and dependents count.
c. The 5500 Method. By adding the total number of employee lives on the first day of the plan
year to the total number of lives on the last day of the plan year as reported n the Form
5500 and dividing by 2. The plan sponsor can multiply the resulting number by 2.35 to
obtain the reportable covered spouse and dependents count.

2. Be Careful: Excepted Benefits. The Health Insurance Portability and Accountability Act (HIPAA)
defines the term “Excepted Benefits” to include freestanding dental and vision plans, limited scope
FSAs (HDHP: dental and vision only benefits), as well as expatriate plans, long term care, stop loss
plans, most wellness plans, etc. However, to be an excepted self-funded dental or vision plan, the
plan must meet two tests:
a. The participant must be able to elect the coverage separately, and
b. If elected, he/she must make an additional contribution for the coverage.
Although, in the private sector, most plan sponsors unbundle the medical and dental (or vision) and
charges extra for the coverage, a number of governmental employers provide medical and dental on
a non-contributory basis (bundled and at no additional cost). These employers, whether
governmental or not, will need to pay the fee on the dental and/or vision plan also, if the coverage
is either bundled or free to the participant.
3. Flexible Spending Accounts. Contributory health FSAs are “Excepted Benefits” only if another group
medical plan is available to the FSA-eligible participants and the FSA’s maximum benefit does not
exceed two-times the participant’s salary reduction election. If it is greater, then the maximum
amount cannot exceed $500 plus the amount of the participant’s pre-tax election. If the FSA meets
these standards, then it is an “Excepted Benefit.”
4. Non-Duplication. If an employer offers both medical and dental, and if both plan have the same
plan year, then the fee would be based on the larger participation number. For example, the
employer offers a self-funded medical and a non-contributory health reimbursement account (HRA)
covering the extra out-of-pocket costs under a high deductible health plan (HDHP), and the HRA has
the same plan year as the HDHP, the employer would only count the participants once. On the other
hand, if the HRA had a different plan year from the HDHP, the employer must add the participant
counts together. If the employer has a self-funded medical plan on one class (e.g. management) and
a self-funded HRA on another group (e.g. rank and file), the count would be additive.
It’s worth noting that, if the medical plan is insured and the dental plan is self- funded, and if they
have different plan years, the fee would be additive.
5. Form 720. The IRS instructions for PCORI fee reporting are fairly clear: Please refer to Part II (Page 8)
of the instructions for narrative on the rules. The Form is filed with the IRS as follows:
a. By Mail. Mail to Department of Treasury, Internal Revenue Service, Cincinnati, OH 459990009.
b. Electronically. Using the e-File program (www.irs.gov/efile).
c. Private Delivery Services. Instructions are available at http://www.irs.gov/uac/PrivateDelivery-Services-(PDS).
6. Multiple-Employer Plans. The burden for filing the PCORI fee in multiple-employer self-funded
environments falls on the Association or Committee that maintains the plans.
Recommendation: Don’t be afraid to seek professional advice to assure compliance. This is a tax.
Failure to file the PCORI fee by July 31, 2013 will result in late payment fees and other tax penalties.
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