
5/7/2015

1

ACCOUNTING FOR FRINGE 
BENEFITS

ALABAMA ASSOCIATION OF SCHOOLS BUSINESS OFFICIALS

MAY 7, 2015

JENNIFER HORNSBY 

JHORNSBY@PIKECOUNTYSCHOOLS.COM

LAURA NANCE

LAURA.NANCE@SCCBOE.ORG

WHAT ARE FRINGE BENEFITS

 Fringe benefits include any property, service or cash payment 
provided to your employees (other than salary)

 All compensation provided to your employees (cash and non 
cash) is taxable unless specifically excluded by the law

EMPLOYER RESPONSIBILITIES

 Identify all benefits provided to your employees

Determine if the benefit is excluded by the law

Determine if the benefit is taxable, nontaxable or possibly 
partially taxable



5/7/2015

2

NON-TAXABLE BENEFITS

 Cell Phones - You provide a cell phone primarily for noncompensatory business 
purposes if there are substantial business reasons for providing the cell phone. You 
cannot exclude from an employee's wages the value of a cell phone provided to 
promote goodwill of an employee, to attract a prospective employee, or as a 
means of providing additional compensation to an employee. 

 Health/Dental Insurance - This is an arrangement that provides benefits for 
your employees, their spouses, their dependents, and their children (under age 27) 
in the event of personal injury or sickness.

NON-TAXABLE BENEFITS

De Minimis Meals and Meals on your Business Premises

 You can exclude any occasional meal or meal money you provide to an employee if it has so little value (taking 
into account how frequently you provide meals to your employees) that accounting for it would be unreasonable 
or administratively impracticable. The exclusion applies, for example, to the following items. 

 Coffee, doughnuts, or soft drinks.

 Meals you furnish to a restaurant or other food service employee during, or immediately before or after, the 
employee's working hours are furnished for your convenience. For example, if a waitress works through the 
breakfast and lunch periods, you can exclude from her wages the value of the breakfast and lunch you furnish in 
your restaurant for each day she works. 

NON-TAXABLE BENEFITS

Group Term Life Insurance Coverage

This exclusion applies to life insurance coverage that meets all the following conditions.

 It provides a general death benefit that is not included in income.

 You provide it to a group of employees. 

 It provides an amount of insurance to each employee based on a formula that prevents individual selection. This formula 
must use factors such as the employee's age, years of service, pay, or position

 You can generally exclude the cost of up to $50,000 of group-term life insurance from the wages of an insured employee. 
You can exclude the same amount from the employee's wages when figuring social security and Medicare taxes. 
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NON-TAXABLE BENEFITS

Travel Expenditures

 Per Diem Allowances based on IRS published rate

http://www.gsa.gov/portal/content/104877

 Actual Cost of Travel – Provided that the employee provides all receipts to employer

Day Meals – IRS generally considers overnight stay for non-taxable 
reimbursement

GROUP TERM LIFE INSURANCE COVERAGE

 You must include in your employee's wages the cost of group-term life insurance beyond $50,000 
worth of coverage, reduced by the amount the employee paid toward the insurance. Report it as 
wages in boxes 1, 3, and 5 of the employee's Form W-2. Also, show it in box 12 with code “C.” The 
amount is subject to social security and Medicare taxes, and you may, at your option, withhold federal 
income tax. 

 Figure the monthly cost of the insurance to include in the employee's wages by multiplying the 
number of thousands of dollars of all insurance coverage over $50,000 (figured to the nearest $100) 
by the cost shown in the following table. For all coverage provided within the calendar year, use the 
employee's age on the last day of the employee's tax year. You must prorate the cost from the table if 
less than a full month of coverage is involved. 

GROUP TERM LIFE INSURANCE COVERAGE

Age Cost

Under 25 $ .05

25 through 29 .06

30 through 34 .08

35 through 39 .09

40 through 44 .10

45 through 49 .15

50 through 54 .23

55 through 59 .43

60 through 64 .66

65 through 69 1.27

70 and older 2.06

Cost Per $1,000 of Protection For 1 Month
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VEHICLE ALLOCATION RULES

All of an employee's use of a qualified nonpersonal use vehicle is a working condition benefit and 
therefore not taxable.  A qualified nonpersonal use vehicle is any vehicle the employee is not likely to 
use more than minimally for personal purposes because of its design. Qualified nonpersonal use 
vehicles generally include all of the following vehicles:

 Clearly marked, through painted insignia or words, police, fire, and public safety vehicles.

 An ambulance or hearse used for its specific purpose.

 Any vehicle designed to carry cargo with a loaded gross vehicle weight over 14,000 pounds.

 Delivery trucks with seating for the driver only, or the driver plus a folding jump seat.

 A passenger bus with a capacity of at least 20 passengers used for its specific purpose.

 School buses.

EMPLOYER PROVIDED VEHICLE

Valuation Choices:

 General Valuation Method – determine fair market value

 Three Special Valuation Rules
 Lease Valuation

 Cents Per Mile Rule

 Commuting Rule

VEHICLE – COMMUTING RULE 

 Under this rule, you determine the value of a vehicle you provide to an 
employee for commuting use by multiplying each one-way commute 
(that is, from home to work or from work to home) by $1.50. If more 
than one employee commutes in the vehicle, this value applies to each 
employee. This amount must be included in the employee's wages or 
reimbursed by the employee. 
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VEHICLE COMMUTING RULE - CONTINUED

 You provide the vehicle to an employee for use in your trade or business and, for bona fide noncompensatory
business reasons, you require the employee to commute in the vehicle. You will be treated as if you had met this 
requirement if the vehicle is generally used each workday to carry at least three employees to and from work in 
an employer sponsored commuting pool. 

 You establish a written policy under which you do not allow the employee to use the vehicle for personal 
purposes other than for commuting or de minimis personal use (such as a stop for a personal errand on the way 
between a business delivery and the employee's home). Personal use of a vehicle is all use that is not for your 
trade or business. 

 The employee does not use the vehicle for personal purposes other than commuting and de minimis personal use. 


