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Beyond Basic Benefits:  Emerging Trends 
and Potential Traps for the Unwary





What are Lifestyle Spending Accounts (LSAs)?



What benefits can be offered under an LSA?
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Why Do Employers Offer LSAs?



LSA Design Considerations



LSAs: Design and Administration



Administration of LSAs
•

•

−

−

−

•

−

−



Federal Income Tax Treatment

•

•

Section 127 
Educational 
Assistance 
Programs

Section 129 
Dependent Care 

Assistance 
Programs

Section 79 

Life Insurance

Sections 105 and 
106

Accident and 
Health Plans

Section 117 
Qualified 

Scholarships

Section 119 
Meals/Lodging for 

Employer 
Convenience

Section 137
Adoption 

Assistance

Section 125 
Cafeteria Plans

Section 132 
Fringe Benefits 

(including Qualified 
Transportation Fringe 

Benefits)



Federal Employment Tax Treatment

Federal income 
tax withholding 

(FITW)

Social Security 
and Medicare 
taxes (FICA)

Railroad 
retirement taxes 

(RRTA)

Federal 
unemployment 

tax (FUTA)



Federal Tax Treatment – Employer 
Deductions
•

−



Benefits Provided Under LSAs: Tax Treatment

•

Lifestyle 
Spending 

Accounts (LSAs)

Flexible 
Spending 

Accounts (FSAs)

Health Savings 
Accounts 

(HSAs)

Health 
Reimbursement 
Arrangements 

(HRAs)



Comparison to Tax Advantaged Accounts
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Lifestyle Spending Accounts: Tax Treatment
•

−
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•

•



Are LSAs subject to ERISA?
•



Are LSAs Group Health Plans?
•

−



Group Heath Plan- Excepted Benefits

•

−

−



LSAs: Legal and Compliance Recap

•

•

•



Questions?
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Thank You
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