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Curbing Employee Benefit Costs
As attorneys we are often busy advising our clients about their
employee benefit matters, particularly following the new healthcare
reform laws, but when do we take the time to consider our own? As all
hiring managers know, offering an attractive benefits package is key to
acquiring and keeping good employees. However, the cost of
maintaining such a package can be significant, particularly for a small
employer. Healthcare reform may provide employees with more options
for acquiring affordable health insurance in the years to come, but for
the time being, and likely in the future as well, employer-supported
health insurance and other employee benefits are expected, even from
small employers. This article highlights a few benefit options that can
keep employees happy without breaking the bank.
(1) Set up a cafeteria plan. Cafeteria plans are employee benefit plans
authorized by Section 125 of the Internal Revenue Code. These plans
permit employees to pay their share of health insurance or other
insurance premiums with pre-tax dollars and also to make pre-tax
contributions to flexible spending accounts (FSAs), which can be used
for authorized medical expenses or dependent care expenses. An
employee may contribute up to $5,000 for dependent care expenses, and
while there is not currently a standard cap on the contribution for
medical expenses, a $2,500 limit goes into effect in 2013. Because your
employees will be able to pay for these expenses with pre-tax dollars,
their taxable incomes are reduced, thereby reducing their tax obligations
and putting more money in their pockets. This reduction benefits you
as the employer as well, as it reduces your costs for FICA,
unemployment insurance, workers’ compensation insurance, and other
wage-based costs.
(2) Pair a high-deductible health insurance plan with a health savings
account (HSA). Health insurance costs seem to increase each year,
causing headaches for both employers and employees. Many employers
turn to high-deductible health plans (those with deductibles of at least
$1,200 for self-only coverage and $2,400 for family coverage) to ease
their costs, but that puts a greater strain on the employees. Some of the
pain can be eased by pairing a high-deductible health plan with a health
savings account, which, like an FSA, may be used to pay for authorized
medical expenses. Unlike an FSA, both the employer and the employee
can make contributions to an HSA, up to a total of $3,050 for
employees with self-only high deductible coverage and $6,150 for those
with family coverage. The employer’s contributions are not considered

income to the employee, and the employee is permitted to deduct his or
her contributions from taxable income. Additionally, the contributions
in an HSA remain in the employee’s account from year-to-year until the
employee uses them, and the employee can keep the HSA if he or she
changes employment. Both the employer and the employee realize a tax
savings, making more money available for other things.
(3) See if you qualify for a small business health care tax credit. If you
have a small law office and provide health insurance to your employees,
you might qualify for the new small business health care tax credit. To
qualify, you must: (a) cover at least 50% of the cost of health insurance
for some of your employees; (b) have less than the equivalent of 25
full-time employees; and (c) pay average wages below $50,000. If you
qualify, you could receive a tax credit now worth up to 35% of your
health insurance premiums, increasing to 50% of your health insurance
premiums in 2014.
(4) Adopt a Simplified Employee Pension (SEP) or SIMPLE IRA Plan.
Retirement plans do not have to be reserved for large employers. If you
are hesitant to adopt a 401k or profit sharing plan due to the cost,
consider more simple alternatives. SEP and SIMPLE IRA plans are
both forms of Individual Retirement Arrangements (IRAs). A SEP
plan is available to any employer with one or more employees and
permits employer contributions only, at an amount determined by the
employer each year, up to 25% of compensation or $49,000, whichever is
smaller. A SIMPLE IRA is available to any employer with 100 or fewer
employees that does not maintain another retirement plan. Employees
may contribute up $11,500 per year to the plan through salary reduction
contributions, and the employer must either match the first 3% of
employee contributions or contribute 2% of compensation for each
eligible employee. Both types of plans are easy to set up and have low
administrative costs, making them attractive for small businesses.
Additionally, small businesses may be entitled to a tax credit equaling
50% of the set up and administration cost of the plan for the first three
years of the plan, up to a maximum of $500 per year.
Before you decide that providing benefits is just too expensive, give
these options some consideration. You may find that offering such
benefits affects your bottom line in a good way, as you have more time
to devote to your clients if you are not distracted by staffing and support
problems.

About this column:
“The cobbler’s children have no shoes.” This old expression refers to the fact that a busy cobbler will be so busy making shoes for his
customers that he has no time to make some for his own children. This syndrome can also apply to lawyers who are so busy providing good
service to their clients that they neglect management issues in their own offices. The goal of this column is to provide timely information on
management issues. If you have an idea for a future column, please contact Suzanne Roten at 546-1000.
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