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What is the PCOR Fee? 
 
In order to fund the Patient-Centered Outcomes Research Institute (“PCORI”) that was authorized 
by Congress under the Patient Protection and Affordable Care Act (“PPACA”) to conduct clinical 
effectiveness research, PPACA imposes a fee on plan sponsors of self-insured health plans and issuers 
of certain health insurance policies (the “PCOR Fee”) for each plan year ending between October 1, 

Executive Summary 

 Employers that sponsor self-funded group health plans for their employees 

must pay their first Patient-Centered Outcomes Research (PCOR) fee by July 

31, 2013, and file an IRS Form 720, with respect to plan years that ended 

between October 1, 2012 and December 31, 2012 (such as calendar year health 

plans). 

 For fully-insured group health plans, insurance companies will pay the fee, and 

take care of the IRS filing. 

What You Should Do 

 If you sponsor one or more self-insured health plans with a calendar plan year 

or other fiscal year that ended between October 1, 2012 and December 31, 

2012, calculate the PCOR Fees that apply to you and file the Form 720 by July 

31, 2013.   For fiscal year health plans, the PCOR Fee and Form 720 are due 

no later than the July 31st of the year following the last day of the policy or plan 

year.   

 If you are a member of an affiliated or controlled group of businesses, review 

your plan documents to be sure that they name one entity as the plan sponsor; 

if not, amend your plans to designate one group member as the plan sponsor 

for purposes of paying the PCOR fee on behalf of all affiliates.  

 



2012 and September 30, 2019.   This fee is reported on IRS Form 720, which can be found at the 
following link:  http://www.irs.gov/pub/irs-pdf/f720.pdf. 
 
What Plans are Subject to the PCOR Fee? 
 
The PCOR Fee applies to group health plans that provide accident or health coverage such as:  

 Medical and prescription drug plans (including retiree-only plans) 

 Dental and vision plans, unless they are stand-alone plans, with separate premiums and benefit 
elections, which are limited in scope and are exempt from many of PPACA’s requirements 

 Health reimbursement arrangements 

 Employee assistance programs (EAPs) and wellness programs that provide significant medical 
benefits 

 
The PCOR Fee will not apply to: 

 Health flexible spending accounts, limited scope dental or vision plans, or other programs that 
are “excepted benefits” under HIPAA  

 Health savings accounts 

 EAPs and wellness programs that do not provide significant medical benefits 

 Stop loss coverage or indemnity reinsurance policies 

 Specified disease policies that are not coordinated with other coverage 

 Expatriate coverage 
 
The PCOR Fee for fully-insured health plans must be paid by the insurance carriers, so employers 
should expect to see that fee passed on to them in the form of increased premium rates.  The PCOR 
Fee for self-insured health plans must be paid by the employers who sponsor those plans for their 
employees, not by their third-party plan administrators or recordkeepers. 
 
If the same employer sponsors two or more self-insured plans, those plans can be combined and 
treated as a single plan for purposes of calculating the PCOR Fee if they have the same plan year.  
(For example, a self-funded medical plan and self-funded prescription drug plan can be treated as one 
plan, which would enable the plan sponsor to save fees.)    However, this rule of convenience only 
applies to self-insured plans; it does not apply if an employer sponsors one plan that is self-funded 
and another plan that is fully-insured, since the insurance carrier is responsible for paying the PCOR 
Fee, and handling the IRS filing, for the fully-insured plan. 
 
In addition, because responsibility for the PCOR Fee falls on each employer that sponsors a group 
health plan, if a group of affiliated employers has adopted the same self-insured plan, one member of 
the affiliated group can pay the PCOR Fee on behalf of all of the affiliates, as long as the plan 
document explicitly designates that entity as the plan sponsor, or is specifically amended to designate 
that entity as the plan sponsor for purposes of the PCOR Fee.   If the plan document does not 
designate a single entity, then each employer of the affiliated group would have to pay the PCOR Fee 
and file a Form 720 separately with respect to its employees covered under the plan. 
 
 
 
 
 

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


How much is the PCOR Fee? 
 
The PCOR Fee is based on the average number of lives covered under each group health plan that is 
subject to the fee.  For these purposes, “covered lives” include employees, dependents, former 
employees and their dependents, retirees and their dependents, and COBRA qualified beneficiaries. 
 
For plan years ending before October 1, 2013 (including this first payment due July 31, 2013), the 
PCOR Fee is $1.00 multiplied by the average number of covered lives under each plan.  For plan years 
ending on or after October 1, 2013 and before October 1, 2014, the PCOR Fee will equal $2.00 
multiplied by the average number of covered lives.  For each plan year thereafter, the PCOR Fee will 
be indexed for projected increases in per capita national health expenditures, multiplied by the average 
number of covered lives under each plan. 
 
How is the PCOR Fee calculated for sponsors of self-funded plans? 
 
For the initial filing (with respect to plan years ending between October 1, 2012 – December 31, 2012), 
plan sponsors may determine the average number of covered lives under each of its self-insured plans 
by using any reasonable method.   
 
For subsequent plan years, plan sponsors must use one of the following methods for determining the 
average number of covered lives under each of its self-funded group health plans: 
 

 The actual count method:  Count the total covered lives for each day of the plan year, and divide 
that total by the number of days in the plan year.   

 The snapshot count method:  Count the total number of covered lives on one day in each quarter 
and divide by the number of dates used for the count, making sure that each date used for the 
2nd, 3rd, and 4th quarters fall within three days of the corresponding date used for the 1st quarter.  

 The snapshot factor method:   On the date used in each quarter under the snapshot count method, 
add (i) the number of participants with self-only coverage on that date, plus (ii) the number of 
participants with coverage other than self-only coverage on that date (such as employee + 1, 
dependent, or family coverage) multiplied by a factor of 2.35.  

 The Form 5500 method:  For self-only coverage, add the number of participants listed at the 
beginning and end of the plan year on the Form 5500, and divide by two.  For plans with self-
only and other coverage, the average number of total lives is the sum of the total participants 
covered at the beginning and end of the plan year on the Form 5500.  Caution should be 
exercised when using this method, however, since it requires that the Form 5500 be filed on 
July 31st (the due date for the PCOR Fee filing on Form 720); if a Form 5558 is filed to extend 
the due date for the Form 5500 to October 15th, rather than July 31st, then the Form 5500 
method cannot be used. 

 
Note that a plan sponsor may choose different methods from one plan year to the next, but must use 
the same method within each plan year.  There are also special rules for plan sponsors who do not 
maintain self-insured plans other than health flexible spending accounts or health reimbursement 
arrangements, and additional methods that can be used by insurance companies to calculate the PCOR 
Fee for their fully-insured plans. 
 
 



How is the PCOR Fee Treated? 
 
Since PCOR Fees are imposed on the employer sponsoring the group health plan (or on the insurance 
carrier), PCOR Fees cannot be paid from plan assets.  PCOR Fees are, however, deductible on the 
employer’s corporate income tax return as ordinary and necessary business expenses, which is in stark 
contrast to other fees and taxes imposed under PPACA, such as the employer shared responsibility 
penalty tax (now effective in 2015), and the excise tax on high-cost “Cadillac” health coverage 
(effective in 2018), which have been specifically designated as being nondeductible.   
 
 

* * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * 
For questions about the PCOR Fee, assistance in calculating the PCOR Fee or filing IRS Form 720, 
or assistance in amending your plan documents, please contact any of us.  
 
 
 ISLER DARE, P.C. 

1945 Gallows Road, Suite 650 
Vienna, Virginia 22182 

703-748-2690 
 
 

 

Andrea I. O’Brien Glenn D. Gunnels Vi D. Nguyen 
aobrien@islerdare.com ggunnels@islerdare.com vnguyen@islerdare.com 
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