July 2021

Legal Update: PCORI Fees Due Aug. 2, 2021

The Affordable Care Act (ACA) requires health insurance issuers and self-insured plan sponsors to pay
Patient-Centered Outcomes Research Institute fees (PCORI fees). The fees are reported and paid annually
using IRS Form 720 (Quarterly Federal Excise Tax Return).

Issuers and plan sponsors are generally required to pay the PCORI fees annually by July 31 of each year.
However, the PCORI fee payment for plan years ending in 2020 is due Aug. 2, 2021, since July 31, 2021, is a
Saturday. Issuers or plan sponsors that file Form 720 only to report the PCORI fee do not need to file Form
720 for the first, third or fourth quarter of the year.

Overview of the PCORI Fees

The PCORI fees were scheduled to expire for plan years ending on or after Oct. 1, 2019. However, a federal
spending bill enacted at the end of 2019 extended the PCORI fees for an additional 10 years. As a result,
these fees will continue to apply for the 2020-2029 fiscal years.

Calculating the PCORI Fee Payment

In general, the PCORI fees are assessed, collected and enforced like taxes. The PCORI fee applies separately
to “specified health insurance policies” and “applicable self-insured health plans,” and is based on the average
number of lives covered under the plan or policy.

Using Part Il, Number 133 of Form 720, issuers and plan sponsors are required to report the average number
of lives covered under the plan separately for specified health insurance policies and applicable self-insured
health plans. That number is then multiplied by the applicable rate for that tax year ($2.54 for plan years ending
on or after Oct. 1, 2019, and before Oct. 1, 2020). The fees for specified health insurance policies and
applicable self-insured health plans are then combined to equal the total tax owed.

Employer Action
Ensure the timely filing of Form 720 and payment of the PCORI fees ahead of the Aug. 2, 2021 deadline.
Contact a Bolton Consultant for further assistance.

Please Note: The information contained in this letter is not legal advice and should not be relied upon or construed as
legal advice. This letter is for general informational purposes only and does not purport to be complete or cover every
situation. Please consult your own legal advisors to determine how these laws affect you.


https://www.irs.gov/pub/irs-pdf/f720.pdf

