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The Internal Revenue Service (IRS) and Department 
of Labor (DOL) have recently issued new guidance, 
forms, and fee schedules that may be of interest 
to group benefit plan sponsors.  None of the latest 
information, which covers several distinct topics, 
requires any direct health plan changes for the 
year ahead.  However, any or all of it could be vital 
information to administer your group employee 
benefit plan!

Final Regulation on the Tax Treatment of 
Transportation Fringe Benefits
A new final regulation implements a 2017 change to 
the federal tax code that eliminated an employer’s 
ability to deduct IRC Section 132(f) qualified 
employee transportation fringe benefits paid by 
employers to their employees after December 31, 
2017.  This regulation only affects businesses that 
pay for certain transportation expenses for their 
employees, and it only applies to the company’s 
business taxes.  This regulation does not create 
any tax implications for employees.

The qualified transportation benefits an employer 
may provide according to IRC Section 132(f) that 
are affected by this rule include (1) transportation 
or related reimbursement for travel between the 
employee’s residence and place of employment; 
(2) providing or reimbursing for transit passes; and 
(3) paying for qualified parking expenses. 

The new rule outlines some exceptions that would 
keep certain transportation benefits a deductible 

expense.  If an employer pays a third-party for 
employee parking expenses, that is generally not 
deductible. However, suppose a business owns 
or leases all or a portion of a parking facility. In 
that case, the rule provides three final simplified 
methodologies to determine how much of 
any related expenses are attributable to fringe 
benefits, and therefore not eligible for deduction, 
and which other expenses still may be deducted.  
There is a special rule for certain mixed parking 
expenses to make the calculation simpler for 
business taxpayers.  

In most instances, an employer cannot deduct the 
cost of providing transportation or reimbursing 
for transportation between an employee’s home 
and the workplace.  Also, any transit pass costs an 
employer might incur are typically non-deductible. 
However, the rule gives clear terms for carrying 
out one exception – if the transport is necessary 
to ensure the employee’s safety. In that case, if 
the expense meets the criteria outlined in the 
rule, a business taxpayer may deduct the cost of 
providing a transit pass, actual transportation, or 
direct reimbursement for transportation expenses 
necessary for security purposes.

From the employee side, any qualified 
transportation benefits an employer might provide 
are still considered to be non-taxable income, 
unless the value of these benefits exceeds an 
adjusted monthly amount. The adjusted maximum 
monthly excludable amount for both 2020 and 
2021 is $270.
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Patient-Centered Outcomes Research Institute 
(PCORI) Fee
According to the IRS, the Patient-Centered 
Outcomes Research Institute (PCORI) fee will rise 
to $2.66 per covered life for policy years and plan 
years that end on or after October 1, 2020.  For 
group health plans with policy years and plan 
years that ended before October 1, the rate is 
$2.54 per covered life.  

The Affordable Care Act (ACA) requires all health 
insurers and self-funded group health plans 
to annually pay the PCORI fee.  The fee funds a 
government-sponsored center to research the 
effectiveness of various medical care treatments.  
Health insurance carriers are responsible for 
making payments on behalf of all fully-insured 
health plan participants.  However, all employers 
operating self-insured medical plans must pay 
the PCORI fee directly by July 31, 2021, using IRS 
Form 720.  In addition to traditional self-funded 
major medical plans, other plan options that must 
pay their PCORI fee directly include level-funded 
plans and all health reimbursement arrangements 
(unless the HRA is one of the newly allowed HRAs 
that only pays for ancillary or “excepted” benefits). 
If any type of HRA is integrated with a fully-insured 
major medical plan, the employer still must pay 
the fee for the HRA.

Form 5500 Updates
The IRS and DOL jointly released new Form 
5500 series documents, including revised forms, 
schedules, and instructions for use in 2020 
plan year filings.  The instructions for each new 
document include highlights of any changes to 
each form or schedule.  Also, for 2020, the DOL’s 
maximum fine for not completing a timely filing 
will rise to $2,233 per day.  The DOL daily fine is in 
addition to a potential $250 per day IRS fine (with 
a maximum of $150,000 for each plan per plan 
year missed). 

Form 5500 filings are due on the last day of the 
seventh month after the plan year ends (July 31 
for a calendar year plan).  For health and welfare 
plans, Form 5500 filings are generally required for 
all plans with 100 or more participants as of the 
beginning of the plan year.
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