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2019 Cost of Living Adjustments

The IRS recently released cost of living adjustments for 2019 
under various provisions of the Internal Revenue Code (the 
Code). Some of these adjustments may affect your employee 
benefit plans.

Cafeteria Plans – Health Flexible Spending 
Arrangements

For plan years beginning in 2019, the dollar limitation under 
Section 125 for voluntary employee salary reductions for 
contributions to health flexible spending arrangements 
increases to $2,700.

The Affordable Care Act (ACA) amended Section 125 to 
place a $2,500 limitation under Section 125(i) on voluntary 
employee salary reductions for contributions to health flexible 
spending arrangements, subject to inflation for plan years 
beginning after December 31, 2013.

Qualified Transportation Fringe Benefits

For calendar year 2019, the monthly exclusion limitation for 
transportation in a commuter highway vehicle (vanpool) and 
any transit pass (under Code Section 132(f)(2)(A)) and the 
monthly exclusion limitation for qualified parking expenses 
(under Section 132(f)(2)(B)) increases to $265.

The Consolidated Appropriations Act of 2016 permanently 
changed the pre-tax transit and vanpool benefits to be at 
parity with parking benefits.

Beginning with the 2018 calendar year, employers can 
no longer deduct qualified transportation fringe benefits; 
employees may still pay for these benefits on a 
tax-favored basis.

Highly Compensated

The compensation threshold for a highly compensated 
individual or participant (as defined by Code Section 414(q)
(1)(B) for purposes of Section 125 nondiscrimination testing) 
again increases to $125,000 for 2019.

Under the cafeteria plan rules, the term highly compensated 
means any individual or participant who for the preceding 
plan year (or the current plan year in the case of the first 
year of employment) had compensation in excess of the 
compensation amount as specified in Code Section 414(q)(1)
(B). Prop. Treas. Reg. 1.125-7(a)(9). 
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