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Fringe Benefits – The Basics
• Who?
• customerservice@dominionpayroll.com

• What?
• Fringe Benefits, Bonuses & Distributions

• When?
• As Soon As Possible, but No Later Than last payroll of 2018

• Where?
• Office, Home, Out & About or anywhere you have wifi access

• Why?
• Accurate W-2s make for a drama free New Year!

Important Dates:
•

Thursday, November 22nd: DP Offices closed for Thanksgiving

•

Friday, November 30th: Notify DP as to which types of Fringe Benefits you
will be reporting this year

•

Monday, December 24th: DP hopes to close at noon

•

Tuesday, December 25th: DP offices closed for Christmas Day

•

Friday, December 28th: Last day to process payroll for 2018

•

Tuesday, January 1st: DP offices closed for New Year’s Day

•

Monday, January 7th: Paper W2s start going out with payrolls. Electronic
W2s are available for viewing

Fringe Benefits
The IRS defines a fringe benefit as “a form of payment for the performance of
services.” We use the term as a catch-all to refer to different types of non-cash
employee compensation items – many of which are reported as a lump sum at
the end of the calendar year.

Common Fringe Benefits include:
• Group Term Life
• Insurance Premiums paid by
the Employer
• Auto allowances

Refer to IRS publication 15-B

• Rent paid by employer
• Tuition assistance
• Awards & Prizes, i.e., gift cards or
non-cash compensation
• Moving Expenses*

Fringe Benefits
What’s Changed for 2018?*
• *Moving Expenses can no longer be paid or reimbursed tax-free to the
employee.
• Business mileage rate is 54.5 cents per mile
• Parking and transit benefit amounts of up to $260 per month
• Employees can continue to pay for parking and transit pass benefits on a
tax free-basis through a salary reduction program, BUT … employers may
not deduct those qualified transportation benefits

*Refer to IRS publication 15-B

Group Term Life (GTL)
Generally, you may exclude the cost of up to $50,000 in GTL coverage.
Here’s what you need to know:
• The employer pays the insurance premiums on the employee’s behalf.
• Only coverage in an amount greater than $50,000 is taxable.
• Value of the GTL benefit is calculated using a table provided by the IRS.
• The amount is subject to Social Security and Medicare taxes.
• GTL for spouse or dependents, even for coverage greater than $2000,
can often be excludable as a de minimus fringe benefit.

Refer to IRS publication 15-B

Calculation of Group Term Life
• Employee’s Salary = $40,000
• Coverage = 2 x Salary
• Taxable = $80,000 - $50,000 non-taxable by law = $30,000
• Employee’s Age = 37
• IRS Factor = .09
• Calculation = $30,000/$1,000 = 30 X .09 = $2.70 per month X
12 months = $32.40
•

• Amount to report if reporting yearly = $32.40

Employer-Paid Insurance for Owners
If an “employee” is actually a 2% or more shareholder in an S-Corp,
IRS rules exclude them from pre-tax medical or dental benefits.
• Here’s how it’s handled:
•

The “Employee” (2% Shareholder) may have post-tax deductions
made from their check

• The employer may pay the insurance premium on the employee’s
behalf
•

If the employer pays the insurance premium on behalf of the
shareholder, the amount of the insurance premium paid is reported as
taxable income in boxes 1 and 14 (where state tax is applicable)

Auto Allowances
There are several different vehicle-related benefits that
are taxable and need to be reported:
• Here’s the two most popular:
• Personal Use of Company Car (PUCC): The non-business use of a
company car is taxable.
• Auto/Cash Allowance: Paid allowance to an employee related to
use of a personal car is taxable.

Refer to IRS publication 15-B

Types of Bonus Payrolls
Shareholder
Distributions

Holiday
Bonuses

Gift Cards

Performance
Bonuses

How is it All Done? Client Prep:
Valuation

Check with CPA

Class of Employee

Check with Attorney

Taxability

IRS Publication 15B

NOTE: Fringe benefits are often taxable for all tax types, but a common practice is
to withhold only FICA and Medicare and let the employee “true up” Fed or State
when they file their return.

•
•
•
•

Call or email DP with what you need
DP will send a link with either the Fringe or Bonus checklist
Complete the e-form and attach spreadsheets, if applicable.
Once we receive it back, we’ll ensure it’s taken all taken care of!
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Resources and Additional Information:
•

IRS publication 15-B

•

DP website: https://dominionpayroll.com
•

Under Resources > Help & Guides

•

customerservice@dominionpayroll.com

•

877-DPS-PAYU

