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Retirement in America Article #20: Reducing expenses for non-profit organizations  

There are over 1.5 million non-profit organizations that exist in our country that 
are doing great things to help many people in need.  All of these wonderful charities face 
the same performance and financial pressures.  I can speak from personal experience 
having created a non-profit organization in 2011, Fiorenza’s Food For Friends (F4).  The 
purpose of this article is to discuss an expense that is incurred by all charities, and how 
that cost could be reduced. 

Unemployment Compensation 

 Employers are required to have unemployment insurance for their employees.  

With respect to non-profit organizations, they have two options that they can utilize for 

their employees: the contributory method and the reimbursable method. 

Contributory method – employers pay contributions (tax) based on a contribution rate 

and taxable wage base (for 2017 = $9,750) that is paid to each employee each calendar year.  Think 

of this as spreading the risk across your employee base. 

Reimbursable Method – employers may apply and if qualified be approved to reimburse 

the unemployment compensation (UC) fund for the amount of the UC benefits charged to their 

account.  They are billed for this dollar-for-dollar on either a quarterly or monthly basis.  In 

comparing these two options, this would be similar to a self-insured plan.  The employer doesn’t 

have to front the money but is still responsible for the risk if an employee becomes unemployed 

and seeks unemployment compensation. 

Since employers are required to have unemployment insurance on their employees the 

reimbursable method of unemployment compensation provides the employers the ability to set 

aside money while establishing collateral with a bond as a form of self-insurance.   

For example, let’s say a non-profit makes it through a year without claims and had put 

aside money in the event of unemployment claims.  That then enables them to keep that money 

in reserve and in year two start utilizing the money they would be spending for unemployment 

insurance on other budget items.  This only works when there are not a lot of claims otherwise it 

can be difficult to get started saving and budgeting for them.  
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Key Takeaways 

 For non-profit organizations that have stable low unemployment claims, the 
reimbursable method can be used as a tool to help minimize fixed costs that are 
experienced using the contributory method of unemployment compensation.  Each 
organization will be different and this won’t be the appropriate course of action for all 
charities, but when applicable it can be a truly powerful tool to help save money and 
maximize resources.   

Further Reading 

For further information, please contact a Summit Group Retirement Planners, Inc. 
Representative: 267-433-1050 or dfiorenza@sgretirementplanners.com.  Summit Group 
Retirement Planners, Inc. specializes on collaborating with employers on the design, 
installation, and ongoing servicing needs of their retirement programs.   

Investment advice offered through Summit Group Retirement Planners, Inc., a 
Registered Investment Advisor.  This information is not intended as authoritative 
guidance or tax or legal advice. You should consult your attorney or tax advisor for 
guidance on your specific situation.  
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