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BY GREG CALLAHAN

Managing a benefits program means managing change, and that 
change is particularly abundant in today’s health care environment. 
At the same time, employers must ensure their benefit offerings 

serve the evolving needs of employees and their families and support the 
organization’s short- and long-term objectives.

While there are many specific areas in which employers must navigate 
this change and complexity, the following three are proving to be the most 
daunting and prevalent challenges.
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Despite low unemployment, U.S. wage growth has 
remained stagnant and many employees lack savings. 
A survey by the Federal Reserve Board found that 44% 
of Americans could not cover an emergency expense 
of $400 or more. Further, Employee Benefit Research 
Institute’s most recent survey of workers with access to 
employer coverage found that only 30% are confident 
they could afford health care without financial hardship.

This has important implications for health care 
benefit design. Given that financial problems are the 
leading cause of stress, which has been proven to take 
a toll on employee health, wellbeing and productivity, 
employers must question strategies that involve shifting 
more health care costs to employees.

It is imperative for organizations to make informed 
and strategic decisions about what benefits to offer as 
a part of their total rewards strategy. Using a variety of 
sources to stay up to date on benefits trends in your 
industry and companies of similar size can help you 
stay competitive. Further, frequently assessing the fit 
of offerings with your organization’s culture is crucial in 
securing your current and future talent needs. 

Health plan consolidation and vertical integration of 
health-related entities continue with no signs of slowing 
down. In many markets this has resulted in less choices 
for quality benefits, resulting from increased costs for 
employers and employees alike. Compounding escalating 
costs is Washington’s focus on undoing the Affordable 
Care Act (ACA). The new tax law repealed the individual 
mandate penalty, which is likely to mean more cost-
shifting to employer plans from uncompensated care.

Additionally, new entrants into the market are 
disrupting the industry and adding even more complexity 
to the decisions employers must make when developing 
and adapting their benefit plans.

With the economy booming, there’s a war for 
talent. According to the Bureau of Labor Statistics, 
unemployment fell to just 3.6% at the end of April 2019. 
This growing competition for talent means benefit 
offerings must strengthen attraction and retention, 
keeping in mind that health coverage is the benefit 
that matters most to employees. Providing top-notch 
benefits can be particularly complicated against today’s 
backdrop of escalating costs and reduced choices.

GREG CALLAHAN  
CBIZ Benefits & Insurance Services, Inc.
gcallahan@cbiz.com | 816.945.5198
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DISCLAIMER: This publication is distributed with the understanding that CBIZ is not rendering legal, accounting or other professional 
advice. This information is general in nature and may be affected by changes in law or in the interpretation of such laws. The reader 
is advised to contact a professional prior to taking any action based upon this information. CBIZ assumes no liability whatsoever in 
connection with the use of this information and assumes no obligation to inform the reader of any changes in laws or other factors that 
could affect the information contained herein.

Tax & Accounting

NATE SMITH 
CBIZ National Tax Office
nate.smith@cbiz.com | 727.572.1400

franchisors, assisted living facilities, personal staffing 
firms, pharmacies and rental real estate enterprises 
qualify for the deduction. The final regulations also 
include additional guidance for passive business owners 
and trusts. 

Client Meals Tax Deduction

Most business-related entertainment expenses 
lost their 50% deductibility under the TCJA. In 

October 2018, the IRS clarified that client 
meals will still be 50% deductible so long 

as the taxpayer is present during the 
furnishing of the food or beverage and 
the meal is billed separately from any 
entertainment expense.

Deferral Election for Stock 
Compensation

The TCJA permits an individual to 
make a Section 83(i) election to defer 

income recognition resulting from stock 
compensation vesting when the restricted 

stock units are offered by the employer to at 
least 80% of employees. Late 2018 guidance clarifies 
that the 80% test applies on a year-by-year basis and 
is calculated by dividing the number of employees who 
receive the stock compensation by the total number 
of individuals employed at any time during the year. 
Businesses may want to redefine eligibility criteria so 
they can bunch recipients to meet the 80% test.

Work with Your Tax Provider

The above are only a few of the post-TCJA changes to 
the tax reform law. An experienced tax provider may be 
able to provide a more comprehensive view of the other 
post-issuance changes that have been released or that 
remain under discussion. 

BY NATE SMITH

With more than 150 tax provisions changed by 
the Tax Cuts and Jobs Act (TCJA), there were 
bound to be questions. Throughout the tax 

reform law’s first year and into 2019, the IRS published 
guidance for several key areas of the new law. Following 
are some clarifications to the TCJA that could 
affect your tax planning. 

Qualified Opportunity Zones

The Qualified Opportunity Zone 
(QOZ) program offers an opportunity 
for all types of investors to defer 
or potentially eliminate the capital 
gains tax on qualifying investments. 
Proceeds from the sale of any existing 
investment that are reinvested into a 
Qualified Opportunity fund or into other 
qualified business property located in a 
QOZ are eligible for the program’s incentives. 
Although QOZs are currently slated to lose their 
designation after Dec. 31, 2028, new guidance clarifies 
that QOZ investments can be made as late as June 29, 
2027 and still benefit from the program’s capital gains 
deferral and the 100% post-acquisition capital gains 
tax exclusion for qualifying investments held at least 10 
years. Proposed guidance also clarifies that qualifying 
businesses with leased property may be eligible for the 
program’s benefits.

Qualified Business Income Deductions

In January 2019, the IRS published final regulations 
on the qualified business income deduction under 
Internal Revenue Code Section 199A. This pass-through 
entity deduction permits business owners (other than 
owners of a specified service trade or business) to take 
up to a 20% deduction against their qualified business 
income. Post-TCJA-issuance rules clarify aggregation 
rules and the calculation of unadjusted basis after 
acquisition of business property. Owners of certain 

4Tax Reform Changes to Watch
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Management & Performance

BY LORI NOVICKIS

The next generation of leaders is in your workforce 
now. Some companies are fortunate enough to 
have robust mentorship and other programs to 

nurture younger staff who have the potential to go far 
in the career cycle. Others, however, do not have those 
established systems in place. Even if your company 
is limited in the types of formal career development 
it can offer, there are other ways to promote greater 
engagement among employees that will position them for 
leadership success in the future. 

One idea is the use of internal committees, 
including those focused on philanthropy, events and 
career development, as valuable training opportunities. 
Such committees can be an important starting place 
for your company’s future leaders to develop their skills 
and gain experience.

Where to Start

In order for internal committees to be leveraged as 
leadership launch pads, it’s vital that companies promote 
a spirit of inclusion. You can do so by issuing companywide 
calls for volunteers, encouraging individuals at various 
levels to participate. Asking team members to be proactive 
in expressing their interest is an important first step in 

identifying the right individuals. Those who do raise their 
hands should be acknowledged and brought into an 
open dialogue with supervisors and HR. Opportunities 
can be flagged for them, and when committee leadership 
positions become available department heads can work 
with HR to contact employees whose goals include taking 
on management responsibilities. 

Highlight the Benefits to the Committee Participants

While your company can proactively offer 
committee leadership opportunities, employees are 
the ones to drive success. Younger team members 
should know that it’s never too early to start down the 
path to leadership, and department supervisors should 
encourage younger employees to join and lead internal 
committees early in their careers.

Individuals who participate in company committees 
gain valuable interdepartmental networking experience, 
as well as exposure to colleagues in other areas of the 
company. Serving on internal committees can also allow 
marketable skills that may not have been otherwise 
visible or may have taken years to develop to shine 
through. Showcasing such assets and learning leadership 
skills at an early stage can help steer young team 
members toward leadership positions down the road.

Championing the Next Generation of 
Leaders through Internal Committees

(Continued on page 7)
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Insurance Strategies

Captives as Part of a Risk Management Plan
BY TONY CONSOLI

A captive insurance company is an alternative 
approach to traditional insurance or risk financing. 
Generally established as a subsidiary of a parent 

company, or a group of companies that come together 
to share risk, captives insure the owners’ risks and allow 
them to benefit from underwriting profit.

When used as a part of an organization’s overall risk 
management plan, a captive can help elevate its focus 
on core risk management principles, which can lead to 
lower commercial insurance costs and improved claims 
experience. 

How a Captive Is Different from Traditional Insurance

Traditional insurance may be characterized as the 
transfer of risk through the payment of a premium to a 
third-party insurer, who in turn promises to administer 
claims and pay losses under specific circumstances. The 
insurance company uses the premium to pay claims, 
regulatory and compliance expenses, underwriting costs 
and more for all policy holders. If an underwriting profit is 
achieved, the insurer retains that profit.

A captive is a form of self-insurance whereby a 
business owner funds its own losses, typically up to 
a pre-defined level. The company pays the premium 
into the captive and retains all underwriting profit and 
investment return.

Because captives are self-funded, there is a risk 
of loss. They may also carry additional administrative 
costs, over and above what one would expect from the 
traditional insurance market. Additionally, there are 
complex regulatory and compliance issues to consider. 
However, the financial benefits are very attractive in the 
right situation.

Why Consider a Captive Arrangement?

When a captive is properly established, the owner’s 
reliance on commercial insurance is reduced and, over 
time, leads to lower premiums. The premiums paid into 
the captive are also invested, based on the investment 
guidelines by the domicile regulators, with the returns 
offsetting some administrative costs. As premiums 
are paid and invested, with positive loss experience, 
the captive company will build equity. Some additional 
benefits include:

�  Reduced reliance on commercial insurance
�  Ability to cover for risks traditionally not readily 

available or economically feasible in the 
commercial markets

�  Opportunity to choose own legal counsel
�  Potential financial advantages relating to tax and 

other long-term planning goals

Organizations Best Suited for a Captive

Although a company may be interested in protecting 
itself financially while having more control over how it is 
insured, that doesn’t mean the business is automatically 
a good candidate for a captive. Some specific traits an 
organization should have to reap the most benefit from a 
captive include:

�  Consistent high-profit performance
�  Minimal loss history
�  Comprehensive risk management strategies
�  Preference to control the claims process

Additional Considerations

Determining if a captive insurance program will meet 
an organization’s risk needs and goals is an important 
first step. Finding the right advisor to manage your 
program is imperative. Not only will they implement 
and manage the program, they will also ensure it is 
compliant with applicable regulations. It is best to work 
with someone who is experienced in establishing captive 
programs and transparent about fees.

Businesses and groups that want to take financial 
control and manage risks by underwriting their own 
insurance rather than paying premiums to third-party 
insurers should explore a captive insurance option. 

TONY CONSOLI  
CBIZ Insurance Services, Inc.
aconsoli@cbiz.com  |  732.794.2662
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Human Resources

BY NANCY HUCKABA

Artificial Intelligence (AI) is becoming an essential 
tool in the hiring process to reduce recruiting 
dollars, spend less time sifting through resumes, 

and identify and hire the right candidate, faster. The 
technology can be beneficial to companies looking to hire 
several, low-level positions in a short period of time but 
may not be best for hiring at the executive level.

There are some key issues to be aware of before 
exclusively relying on AI for your hiring and onboarding 
process. And it’s important to get it right; bad hires can 
cost companies hundreds of thousands of dollars, result-
ing in lower productivity, fewer sales and reduced morale. 

Using AI for Hiring –  
the Pros & Cons

Here are a few pros and cons of using AI for hiring:

Identifying Candidates – Executives would be 
excluded from the AI search functions. A “passive” 
candidate, who is not actively looking for a career 
change, doesn’t usually put their resume online. Rather, 
that person is recruited by an experienced team who 
knows what criteria a hiring company is looking for 
and encourages them to confidentially explore the 
opportunity without jeopardizing their current role. 

Automating Interviews – Some companies do 
not want to hire from certain competing or partner 
companies or they require other distinctions that simply 
can’t be automated. That requires a set of eyes to ensure 

Management & Performance (Continued from page 5)

How to Sustain a Leadership Program

To keep internal committees as useful training grounds, 
they need your executive team’s support. The biggest 
impact established leaders can make is by influencing 
and promoting a company culture of diversity and inclusivity. 
They are in a position to create change and should seek 
ways to provide new opportunities for leadership.

How Internal Committees Play Out for the Company

Encouraging individuals early on is incredibly 
valuable from a company perspective. These team 

members will gain a broader skill set, while employers 
quickly learn which team members display initiative and 
adaptability. Further, empowering young leaders in all 
parts of the company leads to increased engagement 
and retention, especially at the entry- and mid-level. 
These individuals are vital to your company’s long-term 
planning and success. 

LORI NOVICKIS 
CBIZ, Inc.
lnovickis@cbiz.com  |  216.525.1953

(Continued on page 8)
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Your Team.

Human Resources (Continued from page 7)

NANCY HUCKABA 
EFL Associates, a CBIZ Company
nhuckaba@eflassociates.com  |  816.945.5418

time isn’t wasted interviewing a candidate who does not 
meet those criteria. 

Most often, in-person interviews are the best 
interviews, giving the organization a more complete 
picture of their candidates. Virtual interviews using 
video applications like Skype or FaceTime work for 
first-round candidates who do not live locally. Taped 
interviews may be the most cost-effective approach to 
determine which candidates should move to the in-
person interview round. 

Increasing Diversity – Using AI could eliminate 
human bias in hiring and therefore could increase a 
company’s diversity hires, which is extremely beneficial. 
According to a recent study of 1,700 companies in eight 
countries by the Boston Consulting Group, companies 
that have more diverse management teams have 
19% higher revenue due to innovation. Be aware that 
AI systems begin to learn bias based on the hiring 
managers decisions. This means the system is no 
longer unbiased. 

A better approach is to use an executive search 
consultant who has gone through bias training and uses 
a checks-and-balances system with each candidate. 
More than one search consultant may be used to 

interview serious candidates to validate that their 
perceptions are on target. 

Streamlining Approval and Onboarding – AI can 
easily automate sign-off or decline emails that are 
sent to candidates who don’t make the final round. 
While convenient, there are some concerns that AI will 
accidentally sign-off a candidate who really should have 
been given an interview. 

With executive candidates, especially those who 
have been interviewed, a phone call to decline is the 
best way to close the loop for them in a respectful and 
professional manner. If they have interviewed with 
the hiring manager or board of directors, a phone call 
becomes even more important as they have potentially 
invested several hours in the process.

The hiring process for most organizations is usually 
time consuming and stressful. While AI can help 
streamline a recruiter’s efforts, it should come with a 
distinct set of human checks-and-balances to ensure the 
right candidate is not being overlooked. On the executive 
level, with few exceptions, using AI will not guarantee a 
strong hire for the organization. 
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