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January 17, 2011  
 
S-Corporation Reminder: Reporting Owner Medical Insurance Premiums 
 
With yearend payroll reports approaching their due dates we wanted to remind our S-corporation 
clients about the reporting of owner medical insurance premiums paid by the S-corporation. 
 
Treating Medical Insurance Premiums as Wages 
Heath and accident insurance premiums paid on behalf of the greater than two percent S 
corporation shareholder-employee are deductible and reportable by the S corporation as wages 
for income tax withholding purposes on the shareholder-employee’s Form W-2. 
 
These benefits are not subject to Social Security or Medicare (FICA) or Unemployment (FUTA) 
taxes. The additional compensation is included in Box 1 (Wages) of the Form W-2, Wage and 
Tax Statement, issued to the shareholder-employee, but would not be included in Boxes 3 and 5 
of Form W-2. 
 
A 2-percent shareholder-employee is eligible for an Adjusted Gross Income (AGI) deduction for 
amounts paid during the year for medical insurance premiums if the medical insurance coverage 
is established by the S corporation and the shareholder meets the other self-employed medical 
insurance deduction requirements.  If, however, the shareholder or the shareholder’s spouse is 
eligible to participate in any subsidized health care plan then the shareholder is not entitled to the 
AGI deduction. 
 
A medical plan can be considered established by the S corporation if the S corporation paid or 
reimbursed the shareholder-employee for premiums and reported: 

• The premium payment  
• Reimbursement as wages on the shareholder-employee’s W-2 

Please contact us should you have any questions. 

Very truly yours,  

Fischer, Hayes & Associates, PC 

 
 
Circular 230 Notice/Disclaimer: 
This notice is required by IRS Circular 230, which regulates written communications about federal tax matters between tax 
advisors and their clients.  To the extent the preceding correspondence and/or any attachment is a written tax advice 
communication, it is not a full “covered opinion.”  Accordingly, this advice is not intended and cannot be used for the purpose 
of avoiding penalties that may be imposed by the IRS.  


