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Washington Update

IRS Provides Relief to Employers Administering 
HSA Contributions

A fter a big push by employers and various 
industry groups, the Internal Revenue Ser-
vice (IRS) issued Revenue Procedure 2018-

27 on April 26, 2018 to allow employers to use 
$6,900 as the health savings account (HSA) contri-
bution limit for those with family coverage under 
high-deductible health plans (HDHPs) for 2018.

As background, in March 2018, the IRS low-
ered the 2018 contribution limit for family cover-
age from $6,900 to $6,850 due to a change in the 
inflation adjustment calculations for 2018 under 
the Tax Cuts and Jobs Act.

This is welcome relief because employers that 
offer HDHPs coupled with an HSA feature had 
been facing an increased administrative burden to 
modify the allowable limit, particularly for those 
employers that allow employees to front-load 
their HSA contributions. Because some employ-
ers had already made corrections due to the $50 
overpayment and treated it as a distribution of 

an excess HSA contribution, Revenue Procedure 
2018-27 also provides relief regarding those excess 
contribution distributions by allowing individuals 
to repay the distribution to the HSA and treat the 
distribution as the result of a mistake of fact due to 
reasonable cause under Q&A-37 of Notice 2004-
50. That means the portion of the distribution (in-
cluding earnings) that the individual repays to an 
HSA by April 15, 2019 (or by the extended due 
date if a 2018 tax return extension is granted) will 
not be included in the individual’s gross income 
or subject to the 20% additional tax under Code 
Section 223. Those mistaken distributions that are 
repaid to the HSA also are not required to be re-
ported on IRS Forms 1099 or 8889. 

Revenue Procedure 2018-27 can be accessed  
at www.irs.gov/pub/irs-drop/rp-18-27.pdf. In ad-
dition, IRS has provided an additional press re-
lease on this relief, which can be accessed at www 
.benefitslink.com/src/irs/IR-18-107.pdf.


