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Getting Prepared for Calendar Year-End 

Calendar year-end comes with many challenges; the trick to a successful year end is to report issues 
regarding taxable income prior to the end of the year. LEAs are asked via DFS-Notify to complete 
spreadsheets for earnings adjustments. A sample of the DFS-Notify sent on an annual basis and the 
spreadsheets is illustrated below: 
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Complete all tabs that apply to your LEA and send the information to the DFS Payroll. 

 

Annual Worksheet Requests 

Annually, a DFS-Notify is sent to all LEAs that requests information regarding taxable income and 
required adjustments. Below is a list of the worksheets. 

 Group-Term Life 

 Group-Term Life (Terminated, Retirees) 

 Third Party Sick Pay – District Paid & Employee Pre-tax 

 Non-Taxable Third Party Sick Pay – Employee Paid, Post-tax  

 Employee Use of District Vehicles 

 Domestic Partner Benefits, Taxable – include former employees/retirees 

 Workers’ Compensation (WC) Q4 only 

 Health Savings Account,  Employee Pre-tax and Employer Contribution 

 Revolving Cash Issued without a net zero offsetting POD (include simulation sheet w/e-mail) 

 125 Health and Welfare Pre-tax Refunds refunded by district 

 Other 125 Pre-tax Refunds (Dependent Care, Flex Savings Account, Insurance Premiums) 
refunded by district 

 Workers’ Compensation Q1, Q2, and Q3 (do not duplicate data already submitted in a previous 
quarter) 

 Other 

In addition, please submit to DFS Payroll all adjustments for Q1, Q2, and Q3 WC, not previously 
submitted, no later than the first week of November, using the Worksheets distributed by previous DFS 
Notifies and posted to the RCOE website. Do NOT duplicate previous submissions. 
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Please hold until February 1 any Workers’ Compensation adjustment received for prior years. A 
worksheet is available on the RCOE website that can be used to submit this information. Do NOT 
comingle prior year’s workers’ compensation with current year adjustments.  

 

Helpful Hints for Completing W-2 Adjustment Worksheets 

 Do not alter the worksheets, you may add rows. 

 Review worksheet totals/calculations. 

 Be careful entering district number (2 digits), employee numbers (6 digits) and retirement codes 
(2 digits). No dashes please. 

 E-mail worksheets and certification forms. 

 Have all known W-2 adjustments to DFS by the deadline listed on the DFS-Notify. 

 Contact DFS Payroll if you have any questions. 

 

Year-End Checklist 

There are a number of items that LEAs can do to ensure a smooth calendar year-end. These activities 
include, but are not limited to the following: 

 Process all employee W-2 corrections and adjustments, cancels, direct deposit reversals, and 
abatements on time. 

 Review annual H&W (Health and Welfare) cost reports. 

 Review the DFS Winter Calendar for DFS holidays that may not correspond to your LEA holidays.  

 

Year-End Use of Revolving Cash 

Once the final POD for the calendar year runs, the LEA may need to issue revolving cash for missed 
calendar year wages. Please send in a daily spreadsheet of revolving cash wages issued after the final 
POD, include a simulation screen used to calculate the net, and DO NOT run a net zero POD in the 
following calendar year. Issuing a net zero POD in the following year will place the wages/taxes on next 
year’s W-2. 

For revolving cash issued after the last POD, LEAs will be required to do manual transfers from the 
accounts charged by the employee to one funding line. Once the funding line transaction is complete, 
the LEA can issue a commercial warrant to revolving cash account, and deposit warrant to the revolving 
cash bank account.  

If you issue revolving cash for a “missed” 6S payment, the wages will be taxable in new calendar year 
and will require a net zero POD be issued on the next available POD. 

 

Abatement Impact on W-2 

If an employee was overpaid and the repayment was made in the same calendar year, the W-2 will not 
reflect the wages overpaid. 

If an employee repaid a prior year overpayment during the W-2 calendar year, there is no impact to 
their W-2 wages or taxes. Instead, they will receive a prior year W-2c that includes the amount repaid 
for a prior year which they may use when filing their tax forms.  

Never give tax advice to employees, instead refer employees to their tax professional. 
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Payroll Warrant Cancels 

If an employee did not have constructive receipt of a warrant, in other words the LEA did not issue it to 
the employee or the employee returned the uncashed payroll warrant, the LEA MUST complete the 
payroll warrant cancellation form and submit it to DFS Payroll prior to the last working day in December. 
If not submitted, the employee will be taxed erroneously.  

Please check all school sites for warrants possibly held by staff or sitting in a drawer. 

 

Non-Receipt of Form W-2 

Employees who have not received a Form W-2 by the end of the first week in February should submit a 
request to their LEA for a duplicate. W2’s are available in the View Report Archive. RCOE will not print 
duplicate W-2s. 

 

W-2 Data Inquiries 

Every attempt has, and will be made to ensure the accuracy of the W-2 information. However, any 
employee who feels the information is inaccurate should contact their LEAs payroll department.  

If the LEA needs assistance to answer W-2 questions, the LEA (never the employee) may contact DFS 
Payroll at (951) 826-6538. 
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Annual Exempt W-4 Processing 

Annually, the Internal Revenue Service (IRS) and the California Employee Development Department 
(EDD) require employees who claim exempt from Federal and State withholding on their W-4 form,  
submit an updated W-4 prior to February 15th each year.  

W-4 Exempt Report

DFS sends out a DFS Notify to remind LEAs about the W-4 and DE-4 Exemption deadlines.  LEAs will be 
encouraged to run a report out of MicroStrategy that includes a list of all employees claiming “exempt” 
during the previous year. It is the LEA’s responsibility to notify employees on the list that their 
“exempt” status will expire. 

Employees may also request that no California PIT (Personal Income Tax) be withheld if they incurred no 
liability for federal income tax for the preceding taxable year and anticipate that no federal income tax 
liability will be incurred for the current taxable year. 

Claiming exempt from withholding for California must be done in conjunction with an exempt W-4 for 
Federal withholding. Employees cannot claim exempt from California withholding without also claiming 
exempt from Federal withholding. If an employee wishes to claim exempt from California and Federal 
withholding, use the Federal W-4 in conjunction with the most current DE-4 form. 
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Sample W-4 Exempt Certification: 

Exemption from Federal withholding 

An employee claiming exempt from withholding according to the IRS, should have had a right to a full 
refund of the previous year’s withholding and expect a refund or no tax liability during the current tax 
year. In addition, if another person can claim the employee as a dependent on their tax return and the 
employee can’t claim exemption from withholding if their total income exceeds $1,050 and includes 
more than $350 of unearned income (for example, interest and dividends).  

If an employee is exempt, they should complete only step 1(a), 1(b) and 5. The word EXEMPT must be 
written under line 4(c) and sign (step 5) the form to validate it. Your exemption for the current year 
expires February 15 of the following year. See Pub. 505, Tax Withholding and Estimated Tax.  

Refer to https://www.irs.gov/pub/irs-pdf/fw4.pdf for the most current W-4 form. 

EXEMPT

John Employee 01/01/2023

https://www.irs.gov/pub/irs-pdf/fw4.pdf
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Exempt from California withholding 

As stated above, California allows employees to claim exempt from withholding only if they are also 
claiming exempt from Federal withholding. The most current version of DE-4 allows employees to claim 
exempt on the form. If an employee wishes to claim exempt from California withholding they will need 
to provide to the LEA the most current version of Form DE-4 along with the W-4, and check the 
appropriate box to claim exempt.  

Refer to https://edd.ca.gov/pdf_pub_ctr/de4.pdf for the most current DE-4 form.  

District Exempt W-4 and DE-4 Responsibilities 

Employees that do not file a new Employee’s Withholding Allowance Certificate prior to the annual 
deadline (listed on the current year W-4) need to be changed to a withholding rate of single status 
taxpayer with no check box marked.  Updated California withholding certificates (DE-4), not received 
before the deadline listed on the W-4, should be changed to single/zero. 

LEAs may request the Service Desk assist them with a mass update, changing employees to single and 
no check box for Federal and single zero for state for anyone on the MicroStrategy Report that did not 
submit a new calendar year W-4 by the February deadline. LEAs need to submit a spreadsheet to the 
Service Desk that includes:  employee number, employee name, requesting all to be updated. This can 
also be done for California state withholding changes to single/zero 

California Requirements for Reporting Exempt or over 11 Withholding Allowances 

The state of California no longer requires employers to fax a copy of withholding statements that claim 
exempt or 11 or more withholding allowances. 

https://edd.ca.gov/pdf_pub_ctr/de4.pdf


1010 – Annual Exempt W-4 Processing  Payroll and W-2 Manual 
 

November 2023  Section 1010-4 
 

Exempt from California withholding 

As stated above, California allows employees to claim exempt from withholding only if they are also 
claiming exempt from Federal withholding. The most current version of DE-4 allows employees to claim 
exempt on the form. If an employee wishes to claim exempt from California withholding they will need 
to provide to the LEA the most current version of Form DE-4 along with the W-4, and check the 
appropriate box to claim exempt.  
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District Exempt W-4 and DE-4 Responsibilities 

Employees that do not file a new Employee’s Withholding Allowance Certificate prior to the annual 
deadline (listed on the current year W-4) need to be changed to a withholding rate of single status 
taxpayer with no check box marked.  Updated California withholding certificates (DE-4), not received 
before the deadline listed on the W-4, should be changed to single/zero. 

LEAs may request the Service Desk assist them with a mass update, changing employees to single and 
no check box for Federal and single zero for state for anyone on the MicroStrategy Report that did not 
submit a new calendar year W-4 by the February deadline. LEAs need to submit a spreadsheet to the 
Service Desk that includes:  employee number, employee name, requesting all to be updated. This can 
also be done for California state withholding changes to single/zero 

California Requirements for Reporting Exempt or over 11 Withholding Allowances 

The state of California no longer requires employers to fax a copy of withholding statements that claim 
exempt or 11 or more withholding allowances. 
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Employee Year-End Notifications 

As W-2s begin to be distributed by your districts, employees have the same recurring questions. It is 
considered best practice to send all employees a year-end reminder that includes answers to many of 
their questions. Types of information districts typically include: 

 Holiday schedule for your district 

 Changes employees may see on their W-2 

 Reminders to review their withholding status annually (IRS mandatory regulation below) 

 What to do if they notice an error on their W-2 

 Address changes prior to W-2 distribution 

 Duplicate W-2 processes 

 New mileage rates for business travel 

 Explanation of fringe benefits that may appear on the employees W-2 
 
 
IRS Mandatory W-4 Reminder 

IRS regulations [Reg. 3103492(f)(2)-1(c)(3)], require employers to annually remind employees to file a 
new Form W-4 whenever there is a change in filing status, exemption allowances (number of 
dependents claimed), or a change in exempt status. 

Districts should notify employees before December 1 to file a new Form W-4 if filing status has 
changed.  

If an employee gives you a Form W-4 that replaces an existing Form W-4, begin withholding no later 
than the start of the first payroll period ending on or after the 30th day from the date when you 
received the replacement Form W-4. Taxes will not be refunded unless past this time. 
 
 
Required Year-End Notifications – Federal Earned Income Tax Credit (EITC) 

Effective January 1, 2008, all employers are required to notify all of their employees of the federal 
Earned Income Tax Credit (EITC). 

Assembly Bill 650, Chapter 606 (Lieu and Jones) requires any employer who is subject to, and is 
required to provide unemployment insurance to employees, to notify all employees that they may be 
eligible for the EITC. Employers shall give notification within one week before or after, or at the same 
time, they provide employees with an annual wage summary (IRS Form W-2, 1099). 

You must provide notification to your employees by either handing it directly to your employee or 
mailing it to your employee’s last known address. Posting of this information on an employee bulletin 
board will not satisfy the notification requirement. 

The notification shall include instructions on how to obtain any notices available from the Internal 
Revenue Service for this purpose, including, but not limited to, the IRS Notice 797 or any successor 
notice or form, or any notice created by you, as long as it contains substantially the same language as 
the notice below or in this sample notice. For more information on the EITC, visit the IRS website. 
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Sample EITC Notification  

“Based on your annual earnings, you may be eligible to receive the earned income tax credit from the 
federal government. The earned income tax credit is a refundable federal income tax credit for low-
income working individuals and families. The earned income tax credit has no effect on certain welfare 
benefits. In most cases, earned income tax credit payments will not be used to determine eligibility for 
Medicaid, supplemental security income, food stamps, low-income housing or most temporary 
assistance for needy families payments. Even if you do not owe federal taxes, you must file a tax return 
to receive the earned income tax credit. Be sure to fill out the earned income tax credit form in the 
federal income tax return booklet. For information regarding your eligibility to receive the earned 
income tax credit, including information on how to obtain the IRS Notice 797 or any other necessary 
forms and instructions, contact the Internal Revenue Service at 1-800-829-3676 or through its website 
at www.irs.gov.”        
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Health Benefit Reporting 

The Affordable Care Act (ACA) requires employers who filed more than 250 W-2s in the previous year 
to report to the IRS health care coverage they offer to their full time employees.  The IRS will use this 
information to administer the employer shared responsibility provisions of the ACA.   

The Affordable Care Act requires employers to report the cost of coverage under the employer 
sponsored group health plan on the employees W-2 in box 12 coded with a DD. This figure includes 
both the employee and the employer cost of the employer sponsored health plan and is for 
information only.  Specific items to include in box 12 DD are detailed in the attached IRS 
documentation.  
 
As part of the ACA, LEA employers must also file Form 1095-C, Employer-Provided Health Insurance 
Offer and Coverage, and Form 1094-C, Transmittal of Employer-Provided Health Insurance Offer and 
Coverage Information Returns, with the IRS annually. 
 

Health and Welfare (H&W) Cost Reported on W-2s 

The value of health care coverage is reportable on employees W-2 in box 12 DD.  The amount reported 
in box 12 DD should include both the employer paid portion and the employee paid portion of the 
health care coverage costs.   

Below is a list of reminders regarding the ACA W-2 reporting that LEAs should keep in mind to ensure 
correct box 12 DD reporting. 

Box 12 DD Reminders: 

 Applicable amount is the total cost of the health plan for the employee and dependents without 
regard to who pays and whether cost is pre-tax or post-tax contributions. 

 Excludes cost for a stand-alone dental or vision plan. 
o LEAs use separate medical plans in Galaxy – do not include any other plan types such as 

dental or vision. 

 On W-2 – informational only. 

 Report only for employees being issued a W-2. 
 Galaxy Health and Welfare Module Utilized by LEA. 

 Employer Costs: 
o  H&W billings for medical costs (plans flagged). 

 Billing date determines the calendar year. 
 Includes warrants that have been paid, unpaid, 

stop/reissue, and stale dated warrants. 
o Employer Costs from the Enter H&W Cost Upload Screen. 

  

https://www.irs.gov/pub/irs-prior/f1095c--2015.pdf
https://www.irs.gov/pub/irs-prior/f1094c--2015.pdf
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Employee Costs : 
o Actual payroll deductions made in the calendar year. 

 Based on the issue date of the payroll. 
o Employee Costs from the Enter H&W Cost Upload. 

 

o NOTE:  If you are a LEA that is using the Galaxy Health and Welfare Module and you 
need to make a change to either the employer or employee cost, remember to enter 
the delta change (either positive or negative) on the Enter H&W Cost Upload Screen. 

 Galaxy Health and Welfare Module NOT Utilized by LEA: 

 Employer Costs from the Enter H&W Cost Upload Screen 

 Employee Costs from the Enter H&W Cost Upload Screen 
 

 Refunds to employees because of incorrect payroll deductions for health care costs. 
o Post-tax deductions:  

 Use the Enter H&W Cost Upload Data Screen to make the necessary 
adjustments for the health care costs reporting informational item only on the 
W-2. 

o Pre-tax deductions: 
 See the following section, “Health and Welfare Payroll Adjustments”. 

 

 The 6S payroll that was paid in January of 2016 for fiscal year 2015-16 is being included in the 
2016 W-2 health care costs. The 6S payroll that will be paid in January of 2017 for fiscal year 
2016-17 will be included in the 2017 W-2 health care costs. See the excerpt below from IRS 
Notice 2012-9: 
 
Question: How may an employer address a coverage period, such as the final payroll period of a 
calendar year that includes December 31, but continues into the subsequent calendar year?  
 
Answer: An employer may include the coverage period that includes December 31 but continues 
into the subsequent calendar year in one of the following manners: (1) treat the coverage as 
provided during the calendar year that includes December 31; (2) treat the coverage as provided 
during the calendar year immediately subsequent to the calendar year that includes December 
31; or (3) allocate the cost of coverage for the coverage period between each of the two 
calendar years under any reasonable allocation method, which generally should relate to the 
number of days in the period of coverage that fall within each of the two calendar years. 
Whichever method the employer uses must be applied consistently to all employees.  
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Health and Welfare Payroll Adjustments 

Adjustments to the H&W are sometimes required. Below is a set of instructions to allow LEAs to make 
H&W adjustments that will assist in reporting the correct amount on form W-2, Box 12 DD as well as 
give the employee the correct refund or additional payment amount on their next pay check. Be careful 
if you need to take additional money from an employee, the State of California requires employers to 
get permission from an employee to collect underpayments beyond the agreed upon amount when an 
employee signed up for the benefit. It is not recommended that LEAs use this method to take 
additional premiums from an employee.  

Adjustment Processing Steps: 
 

1. Modify Employee Benefits (Payroll Adjustment tab). 
2. Enter Payroll Adjustments prior to IT initiating the preliminary payroll calculations (a 

negative amount will reduce the amount of an employee’s H&W deduction; a positive 
amount will increase the employees H&W deduction). NOTE:  the net amount of the 
deduction must be greater than zero. 

3. Approve Final Payroll. 
4. The amount of the H&W deduction taken on the current payroll will show on the 

“Health and Welfare Deductions by District”. 
 
The screen shot below shows the entry required to initiate the refund to the employee using the Modify 
Employee Benefits screen: 
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The screen shot below shows the employee’s annual employee costs prior to the adjustment being 
made. Remember:  the refund will adjust the next H&W amount; it will not take the deduction below 
zero and will not refund an amount unless the difference between the normal amount deducted and 
the refunded amount is a zero or greater.  

 

The screen shot on the following page shows the employees next pay stub, a reduction in the 
current $410.97, by $100, the amount of the adjustment. Box 12 DD will reflect the change and if 
the deduction was originally taken as a pre-tax adjustment, the taxes will be handled correctly. 
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Refunds of H&W Premiums through the District: 
 

 The LEA can refund the employee directly using revolving cash or a district issued 
commercial warrant. 

 Contact DFS Payroll unit for further instructions if the refund was for pre-tax premiums. 

 Regardless of the tax handling for a refund made by the LEA, enter the adjustment on the 
“H&W Cost Upload” screen for H&W cost to appear on the W-2 form. This step is necessary 
for accurate reporting in box 12 DD.  

 If the deduction was pre-tax, complete the 125 H&W Refund Spreadsheet. 

 If the deduction was post-tax, no additional spreadsheet is necessary. 
 
For further assistance with the H&W module, please contact the RCOE Service Desk. 
 
 
The following page shows a screen shot of the Enter H&W Cost Upload screen: 
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Below is a sample of the Tax Deferred template. If you have questions about the use of this spreadsheet 
or need additional support, contact DFS Payroll.  
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W-2 H&W Reports Available through MicroStrategy 

There are several reports that were created in MicroStrategy to assist LEAs to track the W-2 Box 12 DD 
information. Once such report, sample below, is the W-2 H&W Amounts - Data Extract that can be 
downloaded into Excel so LEAs are able to review the information that will be listed in Box 12 DD. This 
report give LEAs an opportunity to check for reasonable amounts, a best practice would be to sort 
employees by type of coverage and validate that the costs are the same.  

 

Another report available through MicroStrategy is called the W-2 H&W Amounts. This report is more 
formal; the report lists and gives employee counts by group. The report also gives the LEA an 
opportunity to see the total LEA cost and employee cost by employee group. A sample section of the 
report is shown below: 
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Health and Welfare Certification Form 

The Health and Welfare Certification Form is a requirement for year-end. This form will be sent to DFS 
once the LEA has certified that the amount reported in Box 12 DD on the W-2 is correct to the best of 
the LEA’s knowledge.  

The health and welfare certification form will be sent out with the annual calendar year-end DFS-Notify: 
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Form W-2 Reporting of Employer-Sponsored Health 
Coverage 

The Affordable Care Act requires employers to report the cost of coverage under an employer-sponsored 
group health plan. Reporting the cost of health care coverage on the Form W-2 does not mean that the 
coverage is taxable. The value of the employer’s excludable contribution to health coverage continues to 
be excludable from an employee's income, and it is not taxable. This reporting is for informational 
purposes only and will provide employees useful and comparable consumer information on the cost of 
their health care coverage. 

Employers that provide "applicable employer-sponsored coverage" under a group health plan are subject 
to the reporting requirement. This includes businesses, tax-exempt organizations, and federal, state and 
local government entities (except with respect to plans maintained primarily for members of the military 
and their families). However, federally recognized Indian tribal governments are not subject to this 
requirement. 

Transition Relief 

For certain employers, types of coverage and situations, there is transition relief from the requirement to 
report the value of coverage beginning with the 2012 Forms W-2. This transition relief first applied to the 
2013 Forms W-2 that were issued in 2014.  The relief applies for the 2015 tax year and will continue to 
apply to future calendar years until the IRS publishes additional guidance. (Note: employers generally are 
required to provide employees with the 2015 Forms W-2 in January 2016.) Any guidance that expands 
the reporting requirements will apply only to calendar years that start at least six months after the 
guidance is issued. See the “Optional Reporting” column in the below chart for the employers, types of 
coverage, and situations eligible for the transition relief. 

Reporting on the Form W-2 

Employers that are subject to this requirement should report the value of the health care coverage in Box 
12 of the Form W-2, with Code DD to identify the amount. There is no reporting on the Form W-3 of the 
total of these amounts for all the employer’s employees. 

In general, the amount reported should include both the portion paid by the employer and the portion paid 
by the employee. See the chart, below, and the questions and answers for more information. 

An employer is not required to issue a Form W-2 solely to report the value of the health care coverage for 
retirees or other employees or former employees to whom the employer would not otherwise provide a 
Form W-2. 

The chart below illustrates the types of coverage that employers must report on the Form W-2. Certain 
items are listed as "optional" based on transition relief provided by Notice 2012-9 (restating and clarifying 
Notice 2011-28). Future guidance may revise reporting requirements but will not be applicable until the 
tax year beginning at least six months after the date of issuance of such guidance. 

The chart reviews the reporting requirements for Box 12, Code DD, and has no impact on requirements to 
report these items elsewhere. For example, while contributions to Health Savings Arrangements (HSA) 
are not to be reported in Box 12, Code DD, certain HSA contributions are reported in Box 12, Code W 
(see General Instructions for Forms W-2 and W-3). 

https://www.irs.gov/pub/irs-pdf/fw2.pdf
https://www.irs.gov/uac/employer-provided-health-coverage-informational-reporting-requirements-questions-and-answers
https://www.irs.gov/pub/irs-drop/n-12-09.pdf
https://www.irs.gov/pub/irs-drop/n-11-28.pdf
https://www.irs.gov/pub/irs-pdf/iw2w3.pdf
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 Form W-2 Reporting of Employer-Sponsored Health Coverage 

Coverage Type Form W-2, Box 12, Code DD 

Report 
Do Not 
Report Optional 

Major medical X     

Dental or vision plan not integrated into another medical 
or health plan 

    X 

Dental or vision plan which gives the choice of declining 
or electing and paying an additional premium 

    X 

Health Flexible Spending Arrangement (FSA) funded 
solely by salary-reduction amounts 

  X   

Health FSA value for the plan year in excess 
of employee’s cafeteria plan salary reductions for all 
qualified benefits 

X     

Health Reimbursement Arrangement (HRA) 
contributions 

    X 

Health Savings Arrangement (HSA) contributions 
(employer or employee) 

  X   

Archer Medical Savings Account (Archer MSA) 
contributions (employer or employee) 

  X   

Hospital indemnity or specified illness (insured or self-
funded), paid on after-tax basis 

  X   

Hospital indemnity or specified illness (insured or self-
funded), paid through salary reduction (pre-tax) or by 
employer 

X     

Employee Assistance Plan (EAP) providing applicable 
employer-sponsored healthcare coverage 

Required if 
employer charges 

a COBRA 
premium 

  Optional if 
employer does not 
charge a COBRA 

premium 

On-site medical clinics providing applicable employer-
sponsored healthcare coverage 

Required if 
employer charges 

a COBRA 
premium 

  Optional if 
employer does not 
charge a COBRA 

premium 

Wellness programs providing applicable employer-
sponsored healthcare coverage 

Required if 
employer charges 

a COBRA 
premium 

  Optional if 
employer does not 
charge a COBRA 

premium 

Multi-employer plans     X 
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Domestic partner coverage included in gross income X     

Governmental plans providing coverage primarily for 
members of the military and their families 

  X   

Federally recognized Indian tribal government plans and 
plans of tribally charted corporations wholly owned by a 
federally recognized Indian tribal government 

  X   

Self-funded plans not subject to Federal COBRA     X 

Accident or disability income   X   

Long-term care   X   

Liability insurance   X   

Supplemental liability insurance   X   

Workers' compensation   X   

Automobile medical payment insurance   X   

Credit-only insurance   X   

Excess reimbursement to highly compensated individual, 
included in gross income 

  X   

Payment/reimbursement of health insurance premiums 
for 2% shareholder-employee, included in gross income 

  X   

Other Situations 
Report Do Not 

Report 
Optional 

Employers required to file fewer than 250 Forms W-2 for 
the preceding calendar year (determined without 
application of any entity aggregation rules for related 
employers) 

    X 

Forms W-2 furnished to employees who terminate before 
the end of a calendar year and request, in writing, a 
Form W-2 before the end of that year 

    X 

Forms W-2 provided by third-party sick-pay provider to 
employees of other employers 

    X 

The chart was created at the suggestion of and in collaboration with the IRS’ Information Reporting 
Program Advisory Committee (IRPAC). IRPAC’s members are representatives of industries responsible 
for providing information returns, such as Form W-2, to the IRS. IRPAC works with IRS to improve the 
information reporting process. 

Related Information: 

 IR-2011-31, IRS Issues Interim Guidance on Informational Reporting of Employer-Sponsored Health 
Coverage 

https://www.irs.gov/uac/irs-issues-interim-guidance-on-informational-reporting-of-employer-sponsored-health-coverage
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 Notice 2010-69, Interim Relief with Respect to Form W-2 Reporting of the Cost of Coverage of Group 
Health Insurance Under § 6051(a)(14) 

 Webinar, Reporting of Employer Healthcare Coverage on Form W-2  
Page Last Reviewed or Updated: 02-Mar-2016 

  

https://www.irs.gov/pub/irs-drop/n-10-69.pdf
https://apps.irs.gov/app/scripts/exit.jsp?dest=http://www.irsvideos.gov/ReportingEmployerHealthcareCoverage
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Employer-Provided Health Coverage Informational 
Reporting Requirements: Questions and Answers 

The Affordable Care Act requires employers to report the cost of coverage under an employer-sponsored 
group health plan. To allow employers more time to update their payroll systems, Notice 2010-69, issued 
in fall 2010, made this requirement optional for all employers in 2011. IRS Notice 2011-28 provided 
further relief by making this requirement optional for certain smaller employers for 2012 Forms W-2 
(meaning the Forms W-2 for calendar year 2012 generally furnished to employees in 2013). Notice 2012-
9, issued in January 2012, restates and clarifies guidance in Notice 2011-28. It provides guidance for 
employers that are subject to this requirement for the 2012 Forms W-2 and those that choose to 
voluntarily comply with it for either 2011 or 2012. 

The following questions and answers provide information for employers on reporting the cost of the health 
insurance coverage, including information on transition relief for 2012, how to report, which coverage to 
include, and how to determine the cost of the coverage. There are many more questions and answers 
included in Notice 2012-9 that cover a variety of issues.   

Q1. Does the cost of an employee’s health care benefits shown on the Form W-2 mean that the 
benefits are taxable to the employee? 

A. No. There is nothing about the reporting requirement that causes or will cause excludable employer-
provided health coverage to become taxable. The purpose of the reporting requirement is to provide 
employees useful and comparable consumer information on the cost of their health care coverage. 

Q2. When will employers have to start reporting the cost of health care coverage on the 
Form W-2? 

A. Reporting for the 2011 calendar year (meaning the Form W-2 generally required to be furnished to 
employees in January 2012) was optional. For the 2012 calendar year and for future years, employers 
generally are required to report the cost of health benefits provided on the Form W-2. Transition relief is 
available for certain employers and with respect to certain types of coverage, as explained in Q&A-4, 
below. Reporting for employers covered by the transition relief, and with respect to the types of coverage 
covered by the transition relief, is not required until future guidance is provided, and in no event will such 
reporting by these employers and with respect to these types of coverage be required on any 2012 Forms 
W-2 or on a Form W-2 for a subsequent year until future guidance is issued. 

Q3. Which employers are subject to this reporting requirement? 

A. Except as provided in the transition relief described in the next Q&A, all employers that provide 
"applicable employer-sponsored coverage" (see Q&A-5 below) under a group health plan are subject to 
the reporting requirement. This includes federal, state and local government entities (except with respect 
to plans maintained primarily for members of the military and their families), churches and other religious 
organizations, and employers that are not subject to the COBRA continuation coverage requirements, but 
does not include federally recognized Indian tribal governments or, until further guidance, any tribally 
chartered corporation wholly owned by a federally recognized Indian tribal government. 

Third-party sick-pay providers that provide the Forms W-2 to the employees of the employers with which 
they have contracted do not have to report the cost of coverage. However, a Form W-2 provided by the 
employer to the employee must report the cost of coverage regardless of whether that Form W-2 includes 

https://www.irs.gov/pub/irs-drop/n-10-69.pdf
https://www.irs.gov/pub/irs-drop/n-11-28.pdf
https://www.irs.gov/pub/irs-pdf/fw2.pdf
https://www.irs.gov/pub/irs-drop/n-12-09.pdf
https://www.irs.gov/pub/irs-drop/n-12-09.pdf
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sick pay or whether a third-party sick pay provider is furnishing a separate Form W-2 reporting the sick 
pay. 

 

Q4. What transition relief is being provided by Notice 2012-9? To which employers and types of 
coverage does it apply and how long does it last? 

A. For certain employers and with respect to certain types of coverage listed below, the requirement to 
report the cost of coverage will not apply for the 2012 Forms W-2 (the forms required for the calendar 
year 2012 that employers generally are required to provide employees in January 2013) and will not apply 
for future calendar years until the IRS publishes guidance giving at least six months of advance notice of 
any change to the transition relief. However, reporting by these employers and for these types of 
coverages may be made on a voluntary basis.  

The transition relief applies to the following: 

(1) employers filing fewer than 250 Forms W-2 for the previous calendar year (for example, employers 
filing fewer than 250 2012 Forms W-2 (meaning Forms W-2 for the calendar year 2012, which generally 
are filed with the SSA in early 2013) will not be required to report the cost of coverage on the 2013 Forms 
W-2 (which generally are filed with the SSA in early 2014). For purposes of this relief, the number of 
Forms W-2 the employer files includes any forms it files itself and any filed on its behalf by an agent 
under § 3504 (see Q&A-3 of Notice 2012-9 for more information). In addition, for purposes of this relief, 
the employer is determined without the application of any aggregation rules; 

(2) multi-employer plans; 

(3) Health Reimbursement Arrangements; 

(4) dental and vision plans that either 

 are not integrated into another group health plan or 

 give participants the choice of declining the coverage or electing it and paying an additional 
premium (see Q&A-20 of Notice 2012-9 for more information); 

(5) self-insured plans of employers not subject to COBRA continuation coverage or similar requirements; 

(6) employee assistance programs, on-site medical clinics, or wellness programs for which the employer 
does not charge a premium under COBRA continuation coverage or similar requirements; and 

(7) employers furnishing Forms W-2 to employees who terminate before the end of a calendar year and 
request a Form W-2 before the end of that year. 

For more information on the additional transition relief for certain employers and with respect to types of 
coverage, see Section IV of Notice 2012-9. 

Q5. What types of health care coverage must be included in the amount reported on the Form W-
2? 

A. The chart on the Form W-2 Reporting of Employer-Sponsored Health Coverage lists many types of 
health care coverage and various other situations, and explains whether reporting is required, prohibited, 
or optional. 

The chart was created at the suggestion of and in collaboration with the IRS’ Information Reporting 
Program Advisory Committee (IRPAC). IRPAC’s members are representatives of industries responsible 
for providing information returns, such as Form W-2, to the IRS. IRPAC works with IRS to improve the 
information reporting process. 

https://www.irs.gov/affordable-care-act/form-w-2-reporting-of-employer-sponsored-health-coverage
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Q6. What amount should the employer report on the Form W-2 for health coverage? The amount 
the employer paid? The amount the employee paid? Or both? 

A. In general, the amount reported should include both the portion paid by the employer and the portion 
paid by the employee. In the case of a health FSA, the amount reported should not include the amount of 
any salary reduction contributions. See Notice 2012-9 for more detail on the interim rules that apply to 
reporting contributions to a health FSA. 

Q7. Where on the Form W-2 should the employer report the cost of these health care benefits? 

A. The cost of these health care benefits will be reported in box 12 of the Form W-2, with Code DD to 
identify the amount. 

Q8. What amount of health benefits should be reported on the Form W-2 for employees 
that terminated employment during the year and had employer-provided coverage both before and 
after termination? 

A. Under the interim rules, the employer may use any reasonable method for inclusion of the coverage 
provided after termination, so long as that method is applied consistently. See Notice 2012-9, Q&A-6, for 
examples. 

Q9. What amount of health benefits should be reported on the Form W-2 for an employee that 
leaves during the year and requests a W-2 before the end of the year? 

A. If an employee makes such a request in writing, the employer must provide the W-2 within 30 days. 
However, under the interim rules, the employer will not be required to report any amount of health 
benefits in box 12, Code DD. 

Q10. Will employers now be required to issue a Form W-2 to retirees or other former employees to 
whom the employer would not otherwise issue a Form W-2? 

A. No. 

Q11. Where can I get more information about the employer’s requirement to report the aggregate 
cost of an employee’s health care benefits on the Form W-2? 

A. Detailed information about the interim rules for this reporting requirement and the additional transition 
rules for certain employers and with respect to certain types of coverage can be found in Notice 2012-9 
and the instructions for the 2012 Form W-2. 

Q12. We are a business that issued 150 W-2s in 2011; our wholly owned subsidiary, B 
Corp, issued 200 W-2s in 2011. Is our business covered by transition relief from the requirement 
to report the value of coverage on the 2012 Forms W-2 because neither business filed more 
than 250 W-2s? In other words, do the 414 controlled group rules apply such that we are 
considered one employer and not eligible for the transition relief? 

A. Transition relief from the requirement to report the value of coverage on the 2012 Form W-2 is 
available to the parent company and its subsidiary because each filed fewer than 250 Forms W-2 for the 
preceding calendar year. For purposes of applying this relief, the W-2 count is determined without 
application of any entity aggregation rules for related employers. 

Form W-2c, Corrected Wage and Tax Statement 

Q13. We are a large employer that issued more than 250 W-2s in 2011. Due to a misunderstanding 
of the requirements to report employer sponsored health coverage on Form W-2, we did 
not program health insurance amounts into our payroll system in time for the 2012 W-
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2s. We reviewed the guidance in Notice 2012-9, and we do not qualify for transition relief, however 
we could not find where the notice requires corrected W-2s for unreported or incorrect amounts. 
Must we issue W-2cs for this correction? 

A. Yes. Section 6051(a) of the Code requires this information to be reported on Form W-2. An amended 
return, a Form W-2c, is required if an original Form W-2 fails to include the required information. 

 
 

Page Last Reviewed or Updated: 04-Aug-2016 
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W-2 Timeline 

The deadline for mailing Form W-2 to employees is the last day of January, unless that day falls on a 
weekend. If the last day falls on a weekend, W-2s are due to employees the first Monday in February. 

The W-2s will be distributed based on your current warrant/stub delivery method.  If your LEA wishes a 
different distribution method, please contact DFS Payroll (DFSPayroll@rcoe.us). The W-2 images will be 
made available through the Galaxy Report Archive. Please review and download a copy of the file for 
easy access and reprints. 
 
Social Security Deadlines 

DFS Payroll also sends a file that contains all W-2 employee information to the Social Security 
Administration on or before the last day of January, unless that day falls on a weekend. If the last day 
falls on a weekend, the W-2 file is due to the Social Security Administration on the first Monday in 
February. 

The deadline for Social Security filing changed from March 31 to the last day in January in 2016 to 
combat taxpayer fraud. The earlier filing deadline reduces the time DFS Payroll has to resolve W-2 
errors. Therefore, it is essential to report errors to DFS Payroll as soon as they are discovered. 
 
DFS/LEA Deadlines  

Calendar year-end preparation for LEAs includes taking the time to review the annual DFS/LEA W-2 
Processing Calendar that will be shared with all LEAs annually via DFS-Notify and during the October 
FMAC meeting. All W-2 related information must be submitted within the DFS Payroll prescribed 
timelines to allow sufficient time for our office to input and validate the reported data, thereby 
avoiding IRS and FTB penalties and interest. 

Data and corrections submitted by LEAs after the DFS deadlines will be processed after the final  
W-2 print, resulting in W-2c statements being issued mid-February. 
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