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Taxable or Non Taxable

 Let’s start with the taxable side of benefits
• Personal use of company automobiles
• Personal use of company aircraft
• Certain club membership fees
• Cost of Group Term Life coverage in excess 

of $50,000
• Moving and relocation expenses
• Group Legal expenses
• Excess amounts paid over non-taxable limits

 If you drive a company car to and from work, 
that is commuting and not considered 
business miles.

 If you drive the family on the weekends, that 
is not business miles.

 If you use the company car for vacations, 
that is not business miles.

 All those above mentioned miles create 
taxable income
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 For 2019 the taxable use of a company car 
can be valued one of 2 ways.

 The General Valuation Method or

One of the below Special Valuation Methods:
1. Commuting Value Method
2. Annual Leased Value Method
3. Cents per Mile Method

Using the General Valuation Method the 
imputed value for personal use is determined 
by what it would cost the employee to lease 
the vehicle in an “arms length transaction”.  
Meaning if the employee were to go out and 
lease the vehicle personally.

 Since mileage is usually split between 
business and personal, one of the 
aforementioned Special Valuation methods is 
usually preferred.

 1.  Commuting value method

 Very restricted
 Car cannot be used for ANY personal use
 Company requires employee to use vehicle to 

commute
 $1.50 each way or $3.00 per day
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 2. Annual Lease Value
 This is probably the most widely used 

method of calculating personal use of a 
company vehicle

Once the FMV (fair market value) of the 
vehicle is established (Blue Book or purchase 
price) the ALV is taken from the IRS chart 
(next page)

 That value is multiplied by personal miles 
percentage to get an imputed income

 Personal mile percentage is the personal 
miles divided by total miles

 John drives his company car 19000 miles and 
5600 miles are personal.

 5600/19000 = .2947 (personal use 
percentage)

 The value of John’s car is $19,000
 The ALV from the chart is $5350
 $5350 x .2947 = $1,576.65 imputed income 

for John
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 3.  Cents per mile method
 This one has some restrictions before you can 

use it.
1. Car must be driven at least 10,000 miles in 

a year
2. The value of the car cannot exceed $50,400 

(estimated value as 2019 value not yet 
issued)

3. This method must be used for the entire 
life of the vehicle.

Cents per mile value for 2019 is $.58 per mile

 Basically I want to tell you this one is very 
complicated.

 It depends on the size of the aircraft
How many passengers it holds
How many of those passengers are on the 

craft for business
How many miles it is flying because the rate 

changes every 500 miles
 So….basically you need a lot of information 

for personal use of aircraft.

 Business clubs that do not have “extra” 
activities can be deductible.  Example: in 
Richmond there is The Bull and Bear.  They 
serve meals and beverages and can be 
conducive to business conversations.

 Country clubs with golf, tennis, swimming, 
etc. Hotel and airline clubs.  These are 
usually not included in the non-taxable 
group.  However with country clubs you can 
still get a business reimbursement if you can 
substantiate business only activities.



9/11/2019

5

 Life insurance provided by the employer to 
the employees can be non-taxable if the 
coverage is $50,000 or less.

 Coverage greater than $50,000 the PREMIUMS 
are taxable income.

 You use the Uniform Premium Table to get a 
rate per thousand based on age

 IRS Table I – Uniform Premiums
 Fair market Value of GTL Insurance
 Per $1,000 of Excess Benefit per Month

Under Age 25 $0.05
Age 25-29 0.06
Age 30-34 0.08
Age 35-39 0.09
Age 40-44 0.10
Age 45-49 0.15
Age 50-54 0.23
Age 55-59 0.43
Age 60-64 0.66
Age 65-69 1.27

Age 70 and above 2.06

 Age 45 – 49 for this example 
 15 cents per thousand per month
 Example:
 $75,000 coverage – $50,000 = $25,000 excess
 25000/1000 = 25
 25 x .15 = $3.75 per month taxable income

 Imputed income for GTL is shown on the W-2 
in Box 12 with alpha C
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 The new Tax Cuts and Job Act passed 
December 22, 2017 removed the non taxable 
portion of moving and relocation expenses, 
except for military moves.

What will probably happen is the employers 
will begin to gross up moving allowances.

 Assistance to employees and their spouse for 
legal services are now taxable income.

 Taxable to the employee
Non-taxable benefit expired July 1,1992
 Several bills introduced to reinstate but none 

have passed.

We have been discussed the taxable side of 
benefits.

 Let’s switch hats and talk about the non 
taxable benefits.

 Some familiar ones are:
 No-additional-cost services
 Qualified employee discounts
 Working condition fringes
 De Minimis fringes
 Qualified transportation benefits
 On-premises athletic facilities
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 There are a number of benefits that are non-
taxable to certain annual or monthly limits.  
Any payments in excess of those limits 
becomes taxable income.

 Examples:
 Parking and commuter passes $265 a month
 Education reimbursement $5,250 a year
 Adoption expenses up to $14,080 (this one 

can be carried from year to year) and it must 
have a separate written plan.

 Discounts on property or services:
 Taxable

 real estate
 stocks
 Bonds
 Cash
 Discounts on sale of services that exceed 20% of 

price sold to the public

Travel Expenses
any excess advance not returned
any expense not substantiated

Per Diem allowances in excess of stated value

 There are two types of non taxable benefits
Tax exempt and Tax Deferred

 Tax exempt benefits mean you will NEVER 
pay taxes on the money that covers the cost 
of those benefits

 Tax deferred means you are putting off 
(deferring) paying the taxes on the money 
used to cover those benefits
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 Tax deferred benefits are usually the CODAs
 Cash or Deferred Arrangements

 Those would be the 401k, 403b, 457 type 
plans

 They ARE taxable for social security and 
Medicare but NOT taxable for federal and 
most states

 You pay the federal and state taxes when you 
start drawing the benefit

ER contributions to a qualified plan are 
not taxable

EE pre tax contribution not included in 
taxable income, after tax contributions 
are taxable

Cash awards are always taxable
Discriminatory plans – key and highly 

compensated EEs lose tax benefit
Watch out for state tax regulations

 Offers a menu of choices of cash compensation 
and nontaxable benefits.  Also referred to as 
“flexible benefit plans” which is authorized by 
IRC 125

 Examples of qualified benefits:
 Accident and health insurance
 Dependent care assistance plans
 Group-term life up to $50,000 
 Qualified adoption assistance
 Health Savings Accounts 
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 Other benefits include:
 Vacation buy
 Accrued vacation must be used before purchased 

vacation
 Purchased days cannot be carried over to subsequent 

year
 Unused purchased days must be paid out before the 

end of the plan year

 CODAs
 Cash or Deferred Arrangements

Traditional health insurance plans
 Either through 3rd party or self insured

HMO – Health Maintenance Organization
 Two types of HMO – Traditional or Individual 

Practice Association
 Premium is paid to selected medical groups for 

each member regardless of use 
PPO – Preferred Provider Organization
 Higher level of service and choice and lower 

out of pocket costs if network physicians are 
use

ER and EE typically share cost
ER and EE costs shown on W-2 in box 12 

alpha DD

Health Insurance Portability and 
Accountability Act of 1996:
 Established a pilot project to allow EE of small 

ERs covered under a high deductible medical 
plan to make pre tax contributions to a MSA (ER 
can make contribution but not both)

 Employed no more than 50 EEs during either of 
the two preceding calendar years

 Deductible – 2019 $2,350 - $3,500 single and 
$4,650-$7,000 family.  Max out of pocket $4,650 
single and $8,550 family

 No benefits are paid until deductible is met
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 Contributions can be made by EE or ER, not 
both

 Contributions are not subject to taxation 
with certain limitations
 Deduction cannot exceed EE earnings
 Annual maximum contribution is 65% of 

deductible single, 75% of deductible family
 Excess contributions are included in income
 ER contributions must be equal for all EEs

 Cannot be part of a cafeteria plan
 Distributions are excluded from income if used 

for medical expenses for EE or dependents, 
otherwise taxable

 MSA trustee is not required to determine if used 
for medical expenses, account holder makes that 
determination

 ER contributions are reported on W-2 in box 12 
alpha R

 EE reports ER contributions on personal tax 
return

 EE contributions are not pretax, EE tax 
deduction taken on personal tax return

 Plan trustee reports distributions on form 1099-
SA

 FSA’s are a popular benefit
 This allows you to put money aside to pay for 

the out-of-pocket items not covered by your 
insurance.
 Like doctor visit co-pays
 Pharmacy co-pays
 Dentist co-pay

 This has a annual limit of $2750 for 2019
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 This is a use it or lose it plan
 The plan can have two options 
 You can carry forward $500 to the next plan 

year
OR

 You can extend the benefit period by 2 ½ 
months (March 15th)

 Either/OR but not both

 This plan has the Uniform Coverage Rule
What this means is that the total enrolled 

annual limit for the FSA plan has to be 
available at all times.

 So if I decided to put aside $2,400 for 2019
 And in February I bought new hearing aids for 

$2,000
My administrator would have to reimburse 

me the entire $2000 even though I had only 
contributed for two months

 If I had no other expenses for the remainder 
of the plan year, I would forfeit the 
remaining $400

BUT

 If I left the company in May (having only 
made $1,000 in deductions [5 months x 
$200]) the company will be out $1,400.
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 These are accounts where you put money 
aside to assist with paying for child care.

 These are also a use it or lose it account
 But there is no Uniform Coverage Rule 

attached to these accounts
 You must have the money in the account to 

get reimbursements
 This plan has a $5,000 annual contribution 

limit
 And is reported on the W-2 in Box 10

 Cash or Deferred Arrangements These are 
plan to put aside money for retirement

 There are a number of plans available
401k, 403b, 457

 This year they each have an $19,000 annual 
contribution limit.

 For employees who are 50 years old or older 
during the plan year, they can deposit an 
additional $6,000 catch up limit

 There are a number of smaller plans 
available.  I only mentioned the most popular 
types today.

 CODAs are reported on the W-2 in box 12 
with an alpha code
 401k – code D
 403b – code E
 457 - Code G
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 Adoption assistance programs have a $14,081 
limit for  2019

 This plan can actually cross calenard years

 If you start the adoption in 2019 and finalize 
it in 2020, the 2019 limit is what is used for 
maximum non-taxable benefits
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