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A fringe benefit is a form of pay for the performance of services given by the provider of the benefit to the
recipient of the benefit. An example would be when an employer allows an employee to use a business
vehicle to commute to and from work. Any fringe benefit provided by an employer is taxable and must be
included in the recipient’s pay, unless the law specifically excludes it.
There are three basic elements to a fringe benefit:
Performance of Services – a person who performs services for you does not have to be your employee. A
person may perform services for you as an independent contractor, partner or director. Also, in the event that
a person agrees not to perform services ( e.g., under a covenant not to compete), you would still classify them
as someone who is performing services.
Provider of benefit – you, the employer, are the provider of a fringe benefit if it is provided for services
performed for you. You may be the provider of the benefit even if it was provided by another person. For
example, you are the provider of a fringe benefit if your client or customer provides to your employee for
services the employee performs for you.
Recipient of benefit – the person who performs services for you is the recipient of a fringe benefit provided for
those services. That person may be the recipient even if the benefit is provided to someone who did not
perform services for you. An example would include, your employee being the recipient of a fringe benefit you
provided to a member of the employee’s family.

Fringe benefits must be included in a recipient’s pay, the amount by which the value of the fringe benefit is
more than the sum of either any amount the law excludes from pay or any amount the recipient paid for the
benefit. For most fringe benefits, you must use the general valuation rule to determine the value. Under this
rule, the value of a fringe benefit is its fair market value or the amount an employee would have to pay a
third-party in an arm’s length transaction to buy or lease the benefit. Determination of this amount is based
on facts and circumstances.
There are certain fringe benefits that are not subject to federal income tax withholding. Exclusion rules apply
to the following fringe benefits: accident and health benefits, achievement awards, athletic facilities, minimal
benefits, dependent care benefits, educational assistance, employee discounts, employee stock options,
lodging on the business premises, meals, moving expense reimbursements, transportation benefits and
working condition benefits.
If you have any questions or concerns about what services would classify as a fringe benefit pleasecontact us
at Schneider Downs.
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You’ve heard our thoughts… We’d like to hear yours
The Schneider Downs Our Thoughts On blog exists to create a dialogue on issues that are important to organizations and
individuals. While we enjoy sharing our ideas and insights, we’re especially interested in what you may have to say. If you
have a question or a comment about this article – or any article from the Our Thoughts On blog – we hope you’ll share it
with us. After all, a dialogue is an exchange of ideas, and we’d like to hear from you. Email us at
contactSD@schneiderdowns.com.
Material discussed is meant for informational purposes only, and it is not to be construed as investment, tax, or legal advice.
Please note that individual situations can vary. Therefore, this information should be relied upon when coordinated with
individual professional advice.
© 2019 Schneider Downs. All rights-reserved. All content on this site is property of Schneider Downs unless otherwise noted
and should not be used without written permission.
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Register to receive our weekly newsletter with our most recent columns
and insights.
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Russian Hackers Indicted in Pittsburgh
CYBERSECURITY
BY MATTHEW CREEL | 12.6.2019

Two Russian nationals, Maksim Yakubets and Igor Turashev, were indicted in Pittsburgh on December
5th, for involvement in international multimillion-dollar ...
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Tax Treatment of Deferred Revenue in a Taxable Stock Acquisition
MERGERS AND ACQUISITIONS, TAX
BY GARY SLIMAN | 6.1.2016

The general rule under Internal Revenue Code §451 is that an item of income shall be included in gross
income for the taxable year or receipt unless ...
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Have a question? Ask us!
We’d love to hear from you. Drop us a note, and we’ll respond to you as quickly as
possible.

ASK US

CONTACT US

PITTSBURGH
One PPG Place, Suite 1700
Pittsburgh, PA 15222
contactsd@schneiderdowns.com
p:412.261.3644 f:412.261.4876

COLUMBUS
65 East State Street, Suite 2000
Columbus, OH 43215
contactsd@schneiderdowns.com
p:614.621.4060 f:614.621.4062

WASHINGTON, D.C.
1660 International Drive, Suite 600
McLean, VA 22102
contactsd@schneiderdowns.com
p:571.380.9003
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Schneider Downs is a Top 60 independent Certified Public Accounting (CPA) firm providing accounting, tax,
audit and business advisory services to public and private companies, not-for-profit organizations and global
companies. We also offer Internal Audit; Technology Consulting; Software Solutions; Personal Financial
Services; Retirement Plan Solutions and Corporate Finance Services. Schneider Downs is the 13th largest
accounting firm in the Mid-Atlantic region and serves individuals and companies in Pennsylvania (PA), Ohio
(OH), West Virginia (WV), New York (NY), Maryland (MD), and additional states in the United States with offices
in Pittsburgh, PA and Columbus, OH.
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