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The Internal Revenue Service (IRS) released guidance stating that employers will not be required to 
report the aggregate cost of employer-sponsored health coverage on employees’ W-2 forms issued for 
2011.  This W-2 reporting requirement was introduced by the Affordable Care Act.  The IRS delayed 
the W-2 reporting requirement to give employers more time to make necessary changes to their pay-
roll systems. 
 

The delay in the Form W-2 requirement provides significant short-term relief to employers and to the 
service providers that prepare W-2 Forms. 
 
The W-2 reporting requirement is first required for the 2012 tax year—that is, the value must be re-
ported on the Form W-2 issued in January 2013 for the 2012 tax year.  To comply with this require-
ment, employers must: 
• determine the applicable employer-sponsored coverage that is provided to each employee; 
• calculate the aggregate cost of such coverage for each employee; and 
• report that cost on each employee’s W-2. 
 
The Treasury Department/IRS anticipate issuing additional guidance on the W-2 reporting require-
ment by the end of this year. 

 
Draft W-2 Form Released 
The IRS has issued a draft Form W-2 and Instructions, with new Code DD that employers may use to 
report the cost of employer-sponsored health coverage in Box 12.  the IRS has emphasized that the 
new reporting requirement does not mean that the amounts reported are taxable; the reporting re-
quirement is intended to be informational only.  As mentioned above the IRS indicates that it will be 
issuing further guidance, which presumably will address open issues relating to this new reporting re-
quirement such as how to value coverage.  Guidance on how to handle reporting for retirees, non-
calendar-year plans, and retroactive enrollment changes also would be welcome. 
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New Form W-2   
 

 
 
 
What is “Applicable Employer-Sponsored Coverage”? 
 The new Form W-2 reporting requirement applies only to “applicable employer-sponsored coverage,” 
a term that generally includes any employer-provided coverage under an insured or self-insured 
health plan, but is subject to numerous exceptions, including exceptions for (a) accident-only insur-
ance; (b) disability income insurance; (c) long-term care coverage; (d) coverage only for a specified dis-
ease; and (e) hospital indemnity or other fixed indemnity insurance.  As explained below, the term also 
does not include stand-alone, insured dental, or vision coverage. 
 
HAS and Archer MSA contributions, and salary reduction contributions to a health FSA, are included in 
the definition of applicable employer-sponsored coverage, but they are explicitly excluded from the  
W-2 reporting obligation. 
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What is “Aggregate Cost”? 
“Aggregate cost” is determined under “rules similar to” the COBRA rules for applicable employer-
sponsored coverage (including employee and employer contributions), including the special rules gov-
erning self-insured plans.  For plans that charge the same COBRA premium for both single and family 
coverage, the plan must calculate separate the family premiums for this reporting requirement.  As 
noted earlier, the aggregate cost calculation does not include contributions for HSAs or Archer MSAs 
and salary-reduction contributions to health FSAs.  It does, however, appear to include self-insured 
dental and vision coverage. 
 
Dental and Vision Coverage 
Based on a plain reading of the statutory language, it appears that the cost of insured dental or vision 
coverage which is offered “under a separate policy, certificate, or contract of insurance” is excluded 
from the aggregate cost of employer-sponsored coverage to be reported on the employee’s Form W-2.  
By contrast, the cost of self-insured dental or vision coverage (whether a limited-scope stand-alone 
benefit or bundled with medical) appears to be included on the employee’s Form W-2.  It is unclear 
whether this distinction between insured and self-insured dental/vision plans was intentional and 
whether future guidance or a technical corrections bill will ultimately conform the treatment of self-
insured and fully insured dental/vision plans. 
 
Resource:  EBIA Compliance Library 
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