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Subject: On behalf of millions of commuters nationwide, The Commuter Benefits Work for Us
Coalition requests that the “Strengthening the Economy and Increasing Wages by Making the Tax
Code Simpler and Fairer for America’s Small Businesses” tax reform legislation maintains the
Commuter Benefit and creates permanent parity between the transit and parking portions of the
benefit.

Background:

The transit portion of the commuter benefit is one of the few federal tax policies that provide an
incentive for individuals to use public transportation or van-pools for their daily trip to work. This
incentive helps millions of working Americans save money, while increasing transit ridership, which
helps to reduce transit congestion, preserve our environment, promote more livable and sustainable
communities and decrease our nation’s reliance on foreign fuel imports. The program also aids
employers, including small business, by providing an important fringe benefit they can offer to their
employees and while reducing payroll taxes.

Section 132(f) of the United States tax code allows employers to offer their employees up to a
maximum dollar amount per month in pretax benefits for their commute to work by transit or by eligible
vanpool (transit benefits) and for parking costs (parking benefits). Transit benefits can be combined
with parking benefits for commuters who park at commuter lots and take transit to work. The
Commuter Benefit can be offered as either a subsidy by employers or a pre-tax benefit. Using the first
option, as a subsidy, the employer pays for their employee’s commute and avoids payroll taxes on the
amount offered up to the monthly limit. Employees may receive the benefit as a subsidy free of all
payroll and income taxes, in addition to their other compensation. In the second option, employers may
permit their workers to receive a portion of their income “pre-tax” to pay for transit costs. Employees
save on payroll and income taxes on the amount of the benefit. Employers also save money by not
paying the payroll tax on the benefit amount their employees set aside.

Currently, the pre-tax deduction limit for both the transit and parking portions of the commuter
benefit is $245 per month. However, without further Congressional action, the monthly limit for the
transit benefit will drop to $125 per month (subject to a potential I.R.S. cost of living adjustment).

Prior to 2009, the monthly cap for parking was $230 per month while the monthly cap for transit was
$120 per month. In 2009, Congress, recognizing the inequity of providing a greater benefit for parking
than transit, increased the transit benefit to the same level as parking. However, this increase was only
temporary. At the end of 2010, Congress passed legislation to extend the higher transit level through
the end of 2011. The transit benefit limit was then reduced to $125 per month for 2012, until the
beginning of this year, when Congress passed legislation to again create parity through the end of 2013.
(This legislation also retroactively increased the transit benefit to the same level as parking for 2012.) If
Congress does not pass legislation this year to create permanent parity or further extend the temporary
increase in the transit benefit, the transit benefit will once again fall to almost half the level of the
parking benefit.



Many transit agencies across the county have reported that increases in the monthly limit of the
transit benefit has led hundreds of thousands of commuters to use public transportation for their daily
commute. On the other hand, when the benefit was reduced in 2012, many transit systems experienced
decreased ridership, despite the increased costs of driving to work. Decreased ridership results in
transit operators relying more heavily on government subsidies or having to raise prices which further
depresses ridership. Constantly shifting benefit levels creates an administrative burden on employers
and uncertainty about the future has caused many employers to abandon offering the benefit to their
employees altogether. For these reasons, we ask that Congress include a provision in tax reform to
create permanent parity between the transit and parking benefits at their current levels to stabilize the
transit benefit level, and ensure the tax code does not contain a bias which creates a bigger incentive for
commuters to drive to work rather than use public transportation.

Positive Impacts of the Transit Commuter Benefit

The Transit Commuter Benefit Saves Middle Class Americans on the cost of their Daily Commute

Each year, more than 2.7 million commuters take advantage of the transit commuter benefit for their
daily commute. These families can save as much as $1,200 in annual commuting costs. In addition,
according to the American Public Transportation Association, by switching from driving to work to using
public transportation, families can save up to an additional $10,000 per year. As working families
continue to struggle to make ends meet in a recovering economy, this cost savings is critical. In
addition, the transit commuter benefit helps defray the ever increasing costs of commuting- whether it
is from rising fares or escalating gas prices.

The Transit Commuter Benefit Saves Employers Money

Since employers do not have to pay payroll taxes on funds that are deducted from their employee’s
paychecks for the transit commuter benefit, they save hundreds of millions of dollars per year. The
Coalition estimates that in 2010, employers saved as much as $500 million by offering the transit
commuter benefit. These are resources that employers can use to reinvest in our economy and hire
more workers.

The Transit Commuter Benefit Helps Reduce Traffic Congestion and Fuel Consumption

By encouraging commuters to use public transportation, rather than drive to work alone, the transit
commuter benefit helps reduce traffic congestion and our country’s reliance on foreign fuel imports.
According to the Texas Transportation Institute, public transportation use saved more than 865 million
hours of traffic delay and more than $450 million gallons of wasted fuel consumption. This helps our
transportation system to move people and goods more efficiently, while allowing more time for workers
to spend with their families.

The Transit Commuter Benefit Helps the Environment

The transportation sector accounts for nearly one-third of all greenhouse gas emissions in the United
States — a figure that would be much higher without public transportation. By promoting transit use,
the commuter benefit helps preserve the environment by reducing greenhouse gas emissions and air-
polluting fossil fuel use. According to the American Public Transportation Association, when people
switch to public transportation for their daily commute, they can reduce their daily carbon emissions by
20 pounds - more than 4,800 pounds every year. In 2010, transit use saved nearly 2 billion tons of
greenhouse gas emissions that would have resulted from increased vehicle use and traffic congestion.
This is the equivalent to the carbon emissions from the electricity used in over 110,000 homes for one
year.




By providing incentives to use public transportation, the transit commuter benefit helps our country
meet many critical policy goals. Congress should not continue an inequitable tax policy that rewards
drivers and penalizes commuters who choose public transportation and van-pools. Therefore, we
request that tax reform legislation maintains the Commuter Benefit and creates permanent parity
between the transit and parking portions of the benefit.

ABOUT THE COALITION: The Commuter Benefits Work for Us coalition consists of transit agencies, non-
profit advocacy organizations and businesses dedicated to promoting the transit commuter benefit as
an effective federal tool to help encourage increased use of public transportation and van pools. Key
members include Edenred, Inc., the Employers Council on Flexible Compensation, TransitCenter, Inc.
and WageWorks.

FOR MORE INFORMATION CONTACT:

Paul Dean
TransitCenter, Inc.



