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GGeett  MMoorree  BBaanngg  FFoorr  YYoouurr  BBuucckk  WWiitthh  TTaaxx--FFaavvoorreedd  EEmmppllooyyeeee  BBeenneeffiittss  
  

RRiicchhaarrdd  MMoorrrriiss,,  CCPPAA,,  MMSSTT  
EExxeeccuuttiivvee  VViiccee  PPrreessiiddeenntt  &&  DDiirreeccttoorr  ooff  TTaaxx  SSeerrvviicceess  

  
Co 

  

2016 ushers in a few changes to the tax 
laws that govern benefits, as the IRS 
recently laid out in its annual "Tax Guide to 
Fringe Benefits." The document features 
important clarifications, not just identifying 
which benefits are and aren't tax-exempt to 
employees, but also the fine points of tests 
that tax-exempt benefits must satisfy to 
maintain that status. 

Here are some of the changes and 
reminders for 2016: 

Mileage. The deduction for the business 
use of a personal vehicle dipped from 57.5 
cents per mile last year, to 54 cents per 
mile currently. When employers reimburse 
workers for using their own cars for 
business (such as for traveling to a required 
out-of-town seminar or delivering 
documents for the boss), mileage pay 
might be considered a benefit to the 
extent it exceeds the actual cost to the 
employee of operating the vehicle. In spite 
of the roughly 6% decrease in the 2016 
mileage rate and in light of the slide in gas 
prices during the past year, this benefit 
could add up nicely for employees. 

Public transit. At the end of 2015, the 
dollar limit on monthly excludable public 
transit benefits nearly doubled, from $130 
previously to $250 for all of 2015 
(retroactive to January 1, 2015). The 
purpose of the retroactive increase was to 
have the limit match the benefit available 
in 2015 for employees who carpooled in a 
"commuter highway vehicle." (The IRS is 
issuing guidance on how employers can 
address the impact of the retroactive 2015 
increase on payroll taxes already withheld.) 

 
For 2016, the public transit benefit rose 
again, to $255, the same as the 2016 limits 
for employees that carpool in commuter 
highway vehicles and for qualified parking. 
Qualified parking includes parking near 
your place of work as well as using parking 
lots next to mass transit stops. 

TTaaxxaabbllee  oorr  NNoott  

In its overall guidance on employee 
benefits, the IRS reminds employers that 
its default position is that the value of 
benefits is taxable to the employee — 
unless the benefit is one specifically 
identified as excludable. In other words, 
you can be as creative as you want in 
providing benefits, but you need to inform 
your employees that they might be taxed 
on the value of anything which isn't on the 
IRS approved list. 

An exception is made for "de minimis" 
benefits. Such a benefit, according to the 
IRS, is "any property or service you provide 
to an employee that has so little value 
(taking into account how  frequently you 
provide similar benefits to your employees) 
that accounting for it would be 
unreasonable or administratively 
impracticable." 

Examples include the personal use of a cell 
phone provided for business use, "low 
market value" holiday gifts, parties, and 
meals or cash to pay for them "provided to 
enable an employee to work overtime," 
and life insurance worth no more than 
$2,000. 

 
EExxcclluuddaabbllee  BBeenneeffiittss  

Here's a list of other excludable benefits 
beyond the most familiar categories, like 
health and retirement plans, subject to 
clearly defined limits: 

Achievement awards. The exclusion 
doesn't apply to cash and cash-equivalent 
(for example, vacations, lodging) awards. 

Adoption assistance. The plan must be 
clearly documented. Limits apply to highly 
compensated employees. 

Athletic facilities. The exclusion applies 
only to on-premises facilities (or other 
locations that your company owns) if 
"substantially all" of the use is by 
employees, their spouses and dependents. 
Company-owned resort locations are 
excluded. 

Dependent care assistance. The rules 
governing these programs are essentially 
the same as those which employees must 
satisfy to take a dependent care tax credit. 
Generally, an employee can exclude from 
gross income up to $5,000 of benefits 
received under a dependent care assistance 
program. IRS Publication 503 provides 
more details. 

Educational assistance. These benefits, 
which can't cover graduate education, must 
have "a reasonable relationship to your 
business," and be part of a degree program. 
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Employee discounts. Among other limits, 
the discount can't be more than 20% or the 
percentage of profit built into the price you 
charge regular customers. 

Group term-life insurance. A variety of 
rules limit this benefit, including a 
$50,000 ceiling on the death benefit. 

Health savings accounts. Employer 
contributions cannot be used to fund 
medical expenses that will be 
"reimbursable by insurance or other 
sources … and won't give rise to medical 
expense reductions" on employee tax 
returns, 

Lodging on your business premises. The 
basic requirements are that the lodging is 
furnished for the employer's convenience 
and that the employee must accept it as a 
condition of employment. 

Moving expense reimbursements. If you 
reimburse an employee for moving 
expenses, those expenses must be such 
that the employee could deduct them if he 
or she had paid or incurred them without 
reimbursement. 

Stock options. Many rules apply here for 
all three categories: incentive stock 
options, employee stock purchase plan 
options, and nonqualified stock options. 

No-additional-cost services. An example 
is an airline giving an employee a free seat 
on a flight if the flight had empty seats. 

Working condition benefits. This applies 
to property and services provided to an 
employee, such as a company car, "to the 
extent the employee could deduct the 
cost of the property or services as a 
business expense or depreciation expense 
if he or she had paid for it." 

SSoommee  TThhiinnggss  TThhaatt  DDiiddnn''tt  CChhaannggee  

Finally, the annual limit on untaxed 
employee salary reduction contributions to 
flexible spending accounts remains capped 
at $2,550. Also, the 0.9% Medicare 
payroll surtax still kicks in when an 
employee's cumulative salary for the year 
exceeds $200,000. 

This simplified overview might provide a 
catalyst to review your entire menu of tax-
favored employee benefits. While the 

availability of a tax exclusion can deliver 
higher value benefits for employees than 
straight compensation, the benefits must 
still make sense in light of your employees' 
needs and your own human resource 
strategies. A qualified total compensation 
professional can help you consider the 
possibilities. © 
____________________________ 

RRiicchhaarrdd  MMoorrrriiss,,  CCPPAA,,  MMSSTT 
 
Richard is a 
senior vice 
president and 
director of tax 
services at 
CBM. He has 
over 25 years of 
public 
accounting 
experience, 
working with closely held businesses, their 
owners and executives. Richard also has 
extensive involvement in estate, corporate, 
trust, individual and partnership taxation 
and planning, including compensation, 
retirement planning and succession issues.  
 
He stays on the forefront of current and 
pending tax legislation and has been a 
speaker and instructor to numerous groups, 
associations and universities on tax, 
business formation and real estate issues. 
In addition to appearing on TV numerous 
times, he has also authored numerous tax 
articles. In May 2014, Richard received 
Enterprise Worldwide’s “Brand 
Ambassador” award. EW, a division of The 
Rainmaker Companies, is an alliance of 
independent accounting firms working 
together to provide the best possible 
service to clients on a worldwide basis.  
 
Contact Richard at 301.986.0600 or at 
rmorris@cbmcpa.com. 

  
  
  
  
  
  
  
  
  
  
  
  
  

AABBOOUUTT  CCBBMM  
CCPPAAss  &&  BBuussiinneessss  
AAddvviissoorrss  

CBM has been 
serving the DC 
and Baltimore 
metro areas and the Mid-Atlantic Region 
since 1921. Our professionals have first-hand 
knowledge and specialization in a variety of 
industries including automotive dealerships, 
not-for-profit organizations, construction 
and real estate companies, and privately-
held businesses. 

In 2012, CBM was named “Firm of the Year” 
by Enterpr ise Worldwide (EW).  In 2014, 
2015 and 2016, the Washington Business 
Journal named CBM one of the 50 Top 
Accounting Firms in the DC Area.  Most 
recently, CBM was named “CPA Firm of the 
Year 2015” by Washington SmartCEO.  Most 
recently, CBM was named “Firm of the Year 
2016” by Nonprofit CPAs.           
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