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Introduction – With You Today
Paul Cheung is a Managing Director in BDO with over 20 years
of experience in federal, state and local employment taxes
and leads the U.S. Employment Tax Practice at BDO. He has
extensive experience in worker classification, process
improvement, audit defense, penalty resolution, mergers &
acquisitions and employment tax planning & compliance.

Paul Cheung, CPA
Managing Director
Employment Tax Services
pcheung@bdo.com
Direct: 312-239-9279
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Paul worked at several public accounting and consulting
firms specializing in providing employment tax services to
clients in a variety of industries. In addition, Paul was also a
payroll manager at a large media and publishing company for
2 years and a national telecommunications company for 5
years.
Paul earned his B.S. Accounting degree from University of
Illinois at Chicago.
Professional Affiliations
American Institute of Certified Public Accountants
American Payroll Association
Illinois CPA Society
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What’s New?

Public Law 115-97
Tax Cuts and Jobs Act
(2018 – 2025)
•

Moving Expense Reimbursement

•

Bicycle Commuting Reimbursements

•

Withholding on Supplemental Wages

•

Definition of Marriage
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Agenda
Fringe Benefits
•

Definition

•

General Taxability & Reporting Form

•

Cafeteria Plans

•

Fringe Benefit Exclusions

•

Rules for Reporting and Withholding

•

Fringe Benefits – Work Assignments
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Fringe Benefits
Definition:
A fringe benefit is a form of pay for the
performance of services.
A person who performs services for you
doesn't have to be your employee. A
person may perform services for you as
an independent contractor, partner, or
director. Also, for fringe benefit
purposes, treat a person who agrees
not to perform services (such as under
a covenant not to compete) as
performing services.
Publication 15-B
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Fringe Benefits

•

Provider of the Benefit

•

Recipient of the Benefit
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Fringe Benefits - Taxability

Recipient
Receives As:
Any fringe benefit you provide is taxable
and must be included in the recipient's
pay unless the law specifically excludes
it.

Employee

Form W-2

Independent
Contractor

Form 1099-MISC
Form 1042-S

Partner

Schedule K-1
(Form 1065)
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Cafeteria Plans
Qualified Benefits Benefits Not
Allowed
• Accident and health
benefits (but not Archer
medical savings accounts
(Archer MSAs) or longterm care insurance).
• Adoption assistance.
• Dependent care
assistance.
• Group-term life
insurance coverage
(including costs that
can't be excluded from
wages).
• Health savings accounts
(HSAs). Distributions
from an HSA may be used
to pay eligible long-term
care insurance

A Cafeteria Plan is a reimbursement plan
governed by IRC Section 125 which
allows employees to contribute a
certain amount of their gross income to
a designated account or accounts
before taxes are calculated

• Archer MSAs. See
Accident and Health
Benefits in section 2.
• Athletic facilities.
• De minimis (minimal)
benefits.
• Educational assistance.
• Employee discounts.
• Employer-provided cell
phones.
• Lodging on your business
premises.
• No-additional-cost
services.
• Retirement planning
services.
• Transportation
(commuting) benefits.
• Tuition reduction.
• Working condition
benefits.
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Fringe Benefit Exclusion Rules
•

Accident and health benefits

•

Group-term life insurance coverage

•

Achievement awards

•

Health savings accounts (HSAs)

•

Adoption assistance

•

Lodging on your business premises

•

Athletic facilities

•

Meals

•

De minimis (minimal) benefits

•

No-additional-cost services

•

Dependent care assistance

•

Retirement planning services

•

Educational assistance

•

Transportation (commuting) benefits

•

Employee discounts

•

Tuition reduction

•

Employee stock options

•

Working condition benefits

•

Employer-provided cell phones
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Fringe Benefit Exclusion Rules (Pub 15-B)
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Fringe Benefit Exclusion – Achievement Awards
This exclusion applies to the value of any
tangible personal property you give to an
employee as an award for either length of
service or safety achievement. The
exclusion doesn't apply to awards of cash,
cash equivalents, gift cards, gift coupons,
or gift certificates (other than
arrangements granting only the right to
select and receive tangible personal
property from a limited assortment of
items preselected or preapproved by you).
The exclusion also doesn't apply to
vacations, meals, lodging, tickets to
theater or sporting events, stocks, bonds,
other securities, and other similar items.

You can generally exclude the value of
achievement awards you give to an
employee from the employee's wages if
their cost isn't more than the amount you
can deduct as a business expense for the
year. The excludable annual amount is
$1,600 ($400 for awards that aren't
“qualified plan awards”).
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Fringe Benefit Exclusion – De Minimis Benefits
You can exclude the value of a de minimis benefit
you provide to an employee from the employee's
wages. A de minimis benefit 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. Cash and cash
equivalent fringe benefits (for example, gift
certificates, gift cards, and the use of a charge
card or credit card), no matter how little, are
never excludable as a de minimis benefit.
However, meal money and local transportation
fare, if provided on an occasional basis and
because of overtime work, may be excluded.
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Fringe Benefit Exclusion – Educational Assistance
An educational assistance program is a separate written plan that provides educational assistance only
to your employees. The program qualifies only if all of the following tests are met.
•

The program benefits employees who qualify under rules set up by you that don't favor highly
compensated employees. To determine whether your program meets this test, don't consider
employees excluded from your program who are covered by a collective bargaining agreement if
there is evidence that educational assistance was a subject of good-faith bargaining.

•

The program doesn't provide more than 5% of its benefits during the year for shareholders or owners
(or their spouses or dependents). A shareholder or owner is someone who owns (on any day of the
year) more than 5% of the stock or of the capital or profits interest of your business.

•

The program doesn't allow employees to choose to receive cash or other benefits that must be
included in gross income instead of educational assistance.

•

You give reasonable notice of the program to eligible employees.

You can exclude up to $5,250 of educational assistance you provide to an employee under an
educational assistance program from the employee's wages each year.
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Fringe Benefit Exclusion – Employer Provided Cell
Phones

The value of the business use of an employer provided
cell phone, provided primarily for
noncompensatory business reasons, is excludable
from an employee's income as a working condition
fringe benefit. Personal use of an employer
provided cell phone, provided primarily for noncompensatory business reasons, is excludable from
an employee's income as a de minimis fringe
benefit. The term “cell phone” also includes other
similar telecommunications equipment.
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Fringe Benefit Exclusion – Lodging on Business
Premises
You can exclude the value of lodging you
furnish to an employee from the
employee's wages if it meets the
following tests.
•

It is furnished on your business
premises.

•

It is furnished for your convenience.

•

The employee must accept it as a
condition of employment.
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Fringe Benefit Exclusion – Meals
De Minimis Meals
You can exclude any occasional meal you
provide to an employee if it has so little
value (taking into account how frequently
you provide meals to your employees) that
ac-counting for it would be unreasonable or
administratively impracticable. The
exclusion applies, for example, to the
following items.
•

Coffee, doughnuts, or soft drinks.

•

Occasional meals or meal money provided
to enable an employee to work overtime.
However, the exclusion doesn't apply to
meal money figured on the basis of hours
worked, or meals or meal money provided
on a regular or routine basis.

•

Meals on Your Business Premises
You can exclude the value of meals you furnish to
an employee from the employee's wages if
they meet the following tests.
•

They are furnished on your business premises.

•

They are furnished for your convenience.

If you allow your employee to choose to receive
additional pay instead of meals, then the
meals, if chosen, aren’t excluded. The
exclusion also doesn't apply to cash
allowances for meals.

Occasional parties or picnics for employees
and their guests.
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Fringe Benefit Exclusion – No Additional Cost
Services
This exclusion applies to a service you
provide to an employee if it doesn't
cause you to incur any substantial
additional costs. The service must be
offered to customers in the ordinary
course of the line of business in which
the employee performs substantial
services.
No-additional-cost services are excess
capacity services, such as airline, bus,
or train tickets; hotel rooms; or
telephone services provided free, at a
reduced price, or through a cash rebate
to employees working in those lines of
business.
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Fringe Benefit Exclusion – Transportation
(Commuting) Benefits
De Minimis Transportation Benefits
You can exclude the value of any de
minimis transportation benefit you
provide to an employee from the
employee's wages. A de minimis
transportation benefit is any local
transportation benefit you provide to
an employee if it has so little value
(taking into account how frequently you
provide transportation to your
employees) that accounting for it would
be unreasonable or administratively
impracticable.
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Fringe Benefit – Rules for Reporting
For employment tax and withholding purposes, you can treat
taxable noncash fringe benefits (including personal use of
employer-provided highway motor vehicles) as paid on a pay
period, quarter, semiannual, annual, or other basis. But the
benefits must be treated as paid no less frequently than annually.
You don't have to choose the same period for all employees. You
can with-hold more frequently for some employees than for
others
You can change the period as often as you like as long as you
treat all of the benefits provided in a calendar year as paid no
later than December 31 of the calendar year.
You can treat the value of taxable noncash fringe benefits
provided during the last 2 months of the calendar year, or any
shorter period within the last 2 months, as paid in the next year.
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Fringe Benefit – Rules for Withholding

You can add the value of taxable fringe benefits to regular wages for a
pay-roll period and figure income tax withholding on the total. Or you
can withhold federal income tax on the value of fringe benefits at the
flat 22% or 37% rate that applies to supplemental wages.
You must withhold the applicable income, social security, and Medicare
(including surcharge where applicable) taxes on the date or dates you
chose to treat the benefits as paid.
If you choose to pay your employee's social security and Medicare taxes
on taxable fringe benefits without deducting them from his or her pay,
you must include the amount of the payments in the employee's wages.
Also, if your employee leaves your employment and you have unpaid
and uncollected taxes for noncash benefits, you’re still liable for those
taxes. You must add the uncollected employee share of social security
and Medicare tax to the employee's wages.
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Qualifying Business Expenses

Travel expenses are the ordinary and
necessary expenses of traveling away from
home for your business, profession, or job.
An ordinary expense is one that is common
and accepted in your trade or business. A
necessary expense is one that is helpful and
appropriate for your business. An expense
doesn’t have to be required to be
considered necessary.
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Qualifying Business Expenses
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Travel Assignments
Concept of Tax Home
Generally, your tax home is your regular
place of business or post of duty,
regardless of where you maintain your
family home. It includes the entire city
or general area in which your business
or work is located.
If you have more than one regular place of
business, your tax home is your main
place of business.
Question: Can you have more than one tax
home at one time?
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Determination of Tax Home
Main Place of Business or Work
•

The total time you ordinarily spend in each place.

•

The level of your business activity in each place.

•

Whether your income from each place is significant or insignificant.

NOTE: Your tax home may be different from your family home. If you do not
live at your tax home, you cannot deduct the cost of traveling between
your tax home and your family home. You also cannot deduct the cost of
meals and lodging while at your tax home.
Northstar APA Conference
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Scenario #1
Your family home is in Pittsburgh, where you work 12 weeks a year. The rest of the
year you work for the same employer in Baltimore. In Baltimore, you eat in restaurants
and sleep in a long-stay hotel. Your salary is the same whether you are in Pittsburgh or
Baltimore.
•

Where is your tax home?

•

Could you receive a non-taxable per diem while in Baltimore?

•

Would your hotel and meals in Baltimore with receipts be considered taxable compensation?

•

Would reimbursement of your travel expenses be considered taxable or non-taxable?
(Think about this one.)
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Scenario #2
EXAMPLE #1
Your family home and work location is in Pittsburgh. You have been sent to Baltimore
for a six month project and will return to your primary work location in Pittsburgh at
its completion. In Baltimore, you eat in restaurants and sleep in a long-stay hotel. Your
salary is the same whether you are in Pittsburgh or Baltimore.
•

Where is your tax home?

•

Could you receive a non-taxable per diem while in Baltimore?

•

Would your hotel and meals in Baltimore with receipts be considered taxable compensation?

•

Would reimbursement of your travel expenses be considered taxable or non-taxable?
(Think about this one.)
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In Summary
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QUESTIONS?
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