


SAMPLE Letter Employer to Employees
Premium Only Plan
(DATE)
Enhancement to Your Company-Sponsored Health Insurance 
To All XYZ Company Employees:
If you are taking advantage of our company-sponsored group health insurance plan, currently you pay your portion of the premium with after-tax dollars. We are pleased to announce an exciting benefit enhancement that will allow you to make your health insurance premium contributions with before-tax dollars.
This benefit enhancement is made possible by XYZ Company adopting a Premium Only Plan (POP). With a POP in place, employees no longer pay Federal and social security (FICA) taxes, and if applicable, state and local taxes, on the money taken out of their paychecks to pay insurance premiums – thus the name ‘Premium Only Plan.
By XYZ Company adopting a Premium Only Plan, your take-home pay will actually increase!
Here’s how it works

For every dollar you contribute to your portion of our company-sponsored insurance premium – that you currently pay taxes on – you now will save from 25% to 40% in taxes, depending on your tax rate. Remember, the POP allows employees to pay for their portion of their employer-sponsored insurance premiums with before-tax dollars.

Say you currently contribute a total of $1,200 a year towards your company-sponsored health insurance premium. Currently that $1,200 is taken from your pay check after you’ve been taxed on it. Depending on your tax rate, with the POP, you could now save between $300 and $480 in Federal and Social Security taxes that you have been paying on that $1,200. Fewer taxes on your wages mean more take-home pay for you!
All you have to do to have your contributions to your health insurance premiums taken out of your pay check using before-tax dollars is sign an election form. That’s it!

By signing up for this enhanced benefit you have:
· A reduction in withholding taxes.
· An increase in take-home pay.
· The continued benefit of your company-sponsored health insurance plan.
We are pleased to offer this enhanced benefit and hope all XYZ Company employees will sign up for the Premium Only Plan. Informational meetings will take place soon. Watch for more details.
Sincerely,

Company (Sponsor) Name
