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WELCOME TO THE INAUGURAL UHY ADVISORS 
STAFFING INDUSTRY NEWSLETTER

Each quarter we will be releasing a newsletter to share our thoughts on various topics affecting the staffing industry. 
These topics may include a recent accounting pronouncement that is specific to the industry or it may involve a real world 
tax situation, specific to the industry, with guidance on how to avoid the pitfalls that may occur. We hope to discuss 
recommendations on business issues we see the staffing industry being adversely affected by, as well as guidance on the 
implementation of new components of Generally Accepted Accounting Procedures (GAAP). We will also be allowing our 
strategic industry partners to share their perspectives on various items, such as financing costs or alternative lending, sales 
commissions and proper pay structures to reward the team, or perhaps an in-depth look at records retention and how it 
effects multi-state staffing firms. Our goal is to provide you with additional knowledge and understanding of the industry to 
aid in your business growth and success. We will look to share our thoughts on these relevant issues and how we see them 
affecting the industry. Please enjoy the first edition and let us know your thoughts and suggestions.

Jerry Grady
Managing Director

Todd Tigges
Managing Director

UHY National Staffing Industry Market Leaders
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“I have been very pleased with the professional services that I received from Jerry 
and his staffing industry team. Not only are they excellent and knowledgeable 
certified public accountants, but I have a true consultant that knows my industry. 
Their industry team consulting exceeds any other services that I have received from 
other CPA firms in the past and has made a significant impact on my company. 
I look forward to each meeting with them to discuss a variety of topics that 
impact my company, he and his team are a true partner to me, the CEO, and their 
feedback and expertise is invaluable.”  

— Leslie Kahn, CEO
Cirrus Consulting
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Using the per diem allowance rule can 
help alleviate the recordkeeping for 
lodging, meals, and incidental expenses 
incurred by an employee while away 
from home overnight on business. It 
can be a useful tool when you have 
many employees traveling on business 
at once. However, are you aware of the 
Internal Revenue Service requirements 
for reporting billable per diems on 
customer invoices?

Per diems are generally tax-free for 
the employees and deductible by 
the employer. They are used as a 
reimbursement of ordinary and normal 
business expenses incurred by the 
employees, while they are traveling 
for business away from home. Normal 
business expenses include items such as 
meals, lodging and incidental expenses. 
The General Services Administration 
(GSA) creates tables each year that 

reflect an amount per day that is 
generally thought to be sufficient to 
cover lodging, food and incidental 
expenses in your travel location based 
on average market rates.

Merely implementing a per diem plan 
does not in and of itself make such 
payments tax-free to employees. The 
plan must be deemed a “qualified 
per diem plan” in order for the 
reimbursement payments to be 
considered tax-free. Failure to properly 
administer a per diem plan that is 
intended to be qualified, will have 
adverse tax implications for both 
employees and the employer.

Things to consider when implementing 
a qualified per diem plan:
• Have a business purpose – make 

sure the expenses are ordinary and 
necessary

• Consider the employee’s “tax home” 
– per diem expenses are only allowed 
when the employee is traveling away 
from their tax home and for less than 
one year

• Maintain accurate records – no 
receipts required, but the employee 
must maintain a log recording days 
worked away from home, location of 
the work and the business purpose

• Do not treat per diem allowances as 
salary alternatives – do not give the 
employee the choice of accepting 
a higher wage with no per diem or 
lower wage with a higher per diem

• Do not provide an allowance in 
excess of the IRS-approved rates – 
this could be reclassified as income to 
the employee

An item unique to the staffing industry 
is the reimbursement of the per diem 
expenses, from the customer, along 
with the wages of the temporary 
employee. These expenses, under 
Internal Revenue Code §274(e)(3), are 
deemed reimbursed expenses for costs 
directly related to the fulfillment of a 
contract. Therefore the costs are fully 
deductible to the staffing company and 
not subject to the 50 percent deduction 
limitation that normally goes with meals 
and entertainment. 

In order to make sure you are compliant 
with Internal Revenue Service rules, you 
will need to follow a few important 
items. First, the per diem expense 
reimbursement must be separately 
stated on each invoice. They cannot 
be blended into the employee’s pay 
rate being charged to the customer. 
Also review your customer agreement 
to ensure it does not expressly identify 
the party that will be subject to the 
50 percent meals and entertainment 
limitation. Unfortunately someone 
will be limited on the meals and 
entertainment expense deduction, 
but, with proper planning you can 
ensure that limitation is also passed 
on to the customer.

Allison Dunleavy, Senior Manager 
(Farmington Hills, MI)

ARE YOU ACCOUNTING FOR YOUR PER DIEMS CORRECTLY?



The Tax Cuts and Jobs Act brought 
about many changes related to 
the deductibility of meals and 
entertainment expenses. Generally, 
business entertainment expenses (not 
including food and beverage expenses) 
are no longer deductible for amounts 
paid or incurred after Dec. 31, 2017. 
The term entertainment includes 
activities that are generally considered 
to constitute entertainment, 
amusement, or recreation, such as 
entertaining at a country club or 
athletic event. If you plan to serve 
food or beverages at your meeting, 
those expenses may be deductible, 
but subject to limitations, and they 
must satisfy business connection and 
substantiation requirements.  

The Act also disallows deductions for 
expenses associated with providing 
any qualified transportation fringe to 
employees, and except for ensuring 
employee safety, any expense incurred 
for providing transportation (or any 
payment or reimbursement) for 
commuting between the employee’s 
residence and place of employment. 

This also includes parking paid for by 
the employer that is not included as 
compensation to the employee.

As stated above, you may be able 
to deduct expenses for business 
meals. Business meal expenses may 
be deductible even if they are paid 
or incurred during an entertainment 
activity, such as purchasing a hot dog 
for a potential client during a baseball 
game, provided certain requirements 
are met. Under IRS guidance, 
meal expenses will generally be 
deductible if:

(i) they are ordinary and necessary in 
carrying on your trade or business, 

(ii) they are not lavish or extravagant
(iii) you are present when the meal is 

furnished
(iv) the meal is be provided to a 

current or potential business 
contact,

(v) in the case of the meal being 
provided during an entertainment 
activity, the expense of the meal 
is on a separate bill, invoice, or 
receipt. 

Even if those requirements are 
satisfied, the meal will likely be subject 
to the 50% limitation, meaning that 
you cannot deduct more than 50% of 
the cost of business meals. 

With the changes in the tax law, now 
may be the perfect time to revisit your 
employee expense reimbursement 
policies. The proper documentation 
and classification in your income 
statement could have a significant 
effect on your annual taxable income. 

Todd Tigges, Partner 
(Farmington Hills, MI)

MEALS AND ENTERTAINMENT: WHAT’S DEDUCTIBLE?

Now may be the 
perfect time to revisit 
your employee expense 
reimbursement policies. 

UHY LLP STAFFING INSIDER   4



UHY LLP STAFFING INSIDER   5

The Tax Cuts and Jobs Act greatly 
simplified the Kiddie Tax. The original 
Kiddie Tax required children under the 
age of 18, or under age 24 if they are a 
full time student, to pay taxes on their 
unearned income (interest, dividends, 
capital gains, rents, etc.) over $2,100 
at their parents’ highest tax rate. It also 
required a separate form and some 
complicated computations, as well as 
requiring parents to share their tax 
information with their children. 

Beginning in 2018 and applicable 
through Dec. 31, 2025, children who 
are subject to the Kiddie Tax will pay 
tax on their unearned income using 
the same tax tables as trusts. There 
will be no reference to the parents’ tax 
rate, which means the computation is 
greatly simplified and parents no longer 
have to share their tax information with 
their children. But the new rules mean 
many who are subject to the Kiddie Tax 
will pay higher taxes than they would 

have under the old rules as higher rates 
are imposed on trusts at much lower 
income levels than for individuals. For 
example, the maximum 20 percent 
capital gains tax is imposed on trusts 
when taxable income reaches $12,700. 
Last year, that rate wasn’t imposed 
on an individual until taxable income 
exceeded $400,000.

Owners and grandparents, with 
children being paid minimal wages by 
the privately held staffing company, 
should monitor a child’s unearned 
income sources carefully before 
giving additional income-producing 
investments or selling long-term capital 
assets held in the child’s name. You 
may create additional tax upon the 
child that could have otherwise been 
managed with a little forethought and 
planning.  

Sarah Reohr, Senior Manager 
(Farmington Hills, MI) 

THE NEW KIDDIE TAX

Do you have current or new employees 
that you plan to reimburse for 
moving expenses? In the past, these 
payments were excluded from income 
and treated as a non-taxable for 
the employees provided they were 
reimbursed under an accountable plan 
and the relocation met the distance 
requirements.

With the new Tax Cuts and Jobs Act, 
the exclusion from income for moving 

expenses reimbursed or paid by an 
employer starting in 2018 and through 
Dec. 31, 2025 was suspended. This 
means those payments are now taxable 
to the employee as compensation. This 
provision does not apply to active-duty 
members of US Armed Forces who are 
required to move due to a permanent 
change of station.

When looking to relocate employees, 
know that the expense reimbursement 

may have an added cost. Employers 
will be required pay and withhold social 
security and Medicare taxes now that 
the reimbursement is deemed a taxable 
benefit.  

To avoid confusion, you will want 
to let your employees know this is 
a taxable benefit to them prior to 
reimbursing them for relocating. 
What was once seen as an additional 
incentive to encourage employees to 
make a switch, may now become an 
unintended detriment and discourage 
those employees from leaving their 
current location. For help navigating 
this change and the many others in the 
Tax Cuts and Jobs Act, contact us in 
one of our many locations today.

Matt Wilkins, Manager 
(Farmington Hills, MI) 

RELOCATION EXPENSE REIMBURSEMENTS – NOW A TAXABLE FRINGE BENEFIT



www.uhy-us.com

Our firm provides the information in this newsletter as tax information and general business or economic information or analysis for educational purposes, and none of the information 
contained herein is intended to serve as a solicitation of any service or product. This information does not constitute the provision of legal advice, tax advice, accounting services, 
investment advice, or professional consulting of any kind. The information provided herein should not be used as a substitute for consultation with professional tax, accounting, legal, 
or other competent advisors. Before making any decision or taking any action, you should consult a professional advisor who has been provided with all pertinent facts relevant to your 
particular situation. Tax articles in this newsletter are not intended to be used, and cannot be used by any taxpayer, for the purpose of avoiding accuracy-related penalties that may be 
imposed on the taxpayer. The information is provided “as is,” with no assurance or guarantee of completeness, accuracy, or timeliness of the information, and without warranty of any 
kind, express or implied, including but not limited to warranties of performance, merchantability, and fitness for a particular purpose.   

UHY LLP is a licensed independent CPA firm that performs attest services in an alternative practice structure with UHY Advisors, Inc. and its subsidiary entities. UHY Advisors, Inc. provides 
tax and business consulting services through wholly owned subsidiary entities that operate under the name of “UHY Advisors.” UHY Advisors, Inc. and its subsidiary entities are not 
licensed CPA firms. UHY LLP and UHY Advisors, Inc. are U.S. members of Urbach Hacker Young International Limited, a UK company, and form part of the international UHY network of 
legally independent accounting and consulting firms. “UHY” is the brand name for the UHY international network. Any services described herein are provided by UHY LLP and/or UHY 
Advisors (as the case may be) and not by UHY or any other member firm of UHY. Neither UHY nor any member of UHY has any liability for services provided by other members.

©2019 UHY LLP. All rights reserved. [0219]

STAFFING INDUSTRY INSIGHT

Today’s staffing organization is growing 
at a rapid pace and needs to have a team 
of financial services professionals that 
responds quickly to change. The average 
staffing company has outgrown the 
typical accountant and developed the 
need for a CPA firm with a deep industry 
focus. Our firm’s National Staffing 
Practice has the skill set to anticipate and 
respond to the needs of your business 
by providing solutions that give you a 
competitive advantage.
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