What is a Pre-Tax Premium Plan?

The Pre-Tax Premium Plan was created by certain provisions of the Internal Revenue Code under Section 125.  The Pre-Tax Premium portion of Section 125 allows for the payment of employer-sponsored insurance premiums on a pre-tax basis, resulting in savings to both the employer and the employees.

The allowable employer sponsored insurance plans that can be paid for on a completely non-taxable basis are the portion of the premium being paid by the employee.  The plans that qualify under Section 125 are health, dental, vision, disability, accident, cancer, intensive care and group term life insurance for the employee (up to $50,000 worth of death benefit coverage).

Under Section 125 employee pre-tax premium contributions are not considered taxable income.  As a result, your company's total taxable payroll is reduced, directly lowering your payroll-related taxes.  Because your employees have reduced their taxable income, they pay less in federal, state, Social Security and Medicare taxes and they can actually increase their take-home pay.  The Pre-Tax Premium Plan gives both employers and employees a valuable tax reduction.

Any company can implement a Pre-Tax Premium Plan and save money.  How much you save depends on your company payroll and how much your employees contribute toward their benefits.

Sounds Too Good To Be True – It Gets Even Better!

Employer’s Save on payroll‑related costs by reducing overall payroll tax expenditures.  For every dollar of compensation that employees redirect to a pre-tax basis, employers save payroll related taxes such as FICA, FUTA and SUTA (where applicable).

No Changes are required to current benefit plans.  It enhances your existing benefit package.

Employers don’t have to wait for a calendar, fiscal or health plan year to start providing this tax-savings benefit.

Employees keep more of their INCOME for other items.  It’s like giving employees a raise but not spending additional corporate payroll dollars.


