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The nation’s growth and the need to meet mobility,
environmental, and energy objectives place demands on public
transit systems. Current systems, some of which are old and in need
of upgrading, must expand service area, increase service frequency,
and improve efficiency to serve these demands. Research is
necessary to solve operating problems, to adapt appropriate new
technologies from other industries, and to introduce innovations into
the transit industry. The Transit Cooperative Research Program
(TCRP) serves as one of the principal means by which the transit
industry can develop innovative near-term solutions to meet
demands placed on it.

The need for TCRP was originally identified in TRB Special
Report 213—Research for Public Transit: New Directions,
published in 1987 and based on a study sponsored by the Urban Mass
Transportation Administration—now the Federal Transit Admin-
istration (FTA). A report by the American Public Transportation
Association (APTA), Transportation 2000, also recognized the need
for local, problem-solving research. TCRP, modeled after the
longstanding and successful National Cooperative Highway
Research Program, undertakes research and other technical activities
in response to the needs of transit service providers. The scope of
TCRP includes a variety of transit research fields including plan-
ning, service configuration, equipment, facilities, operations, human
resources, maintenance, policy, and administrative practices.

TCRP was established under FTA sponsorship in July 1992.
Proposed by the U.S. Department of Transportation, TCRP was
authorized as part of the Intermodal Surface Transportation
Efficiency Act of 1991 (ISTEA). On May 13, 1992, a memorandum
agreement outlining TCRP operating procedures was executed by
the three cooperating organizations: FTA; the National Academies,
acting through the Transportation Research Board (TRB); and 
the Transit Development Corporation, Inc. (TDC), a nonprofit
educational and research organization established by APTA.
TDC is responsible for forming the independent governing board,
designated as the TCRP Oversight and Project Selection (TOPS)
Committee.

Research problem statements for TCRP are solicited periodically
but may be submitted to TRB by anyone at any time. It is the
responsibility of the TOPS Committee to formulate the research
program by identifying the highest priority projects. As part of the
evaluation, the TOPS Committee defines funding levels and
expected products.

Once selected, each project is assigned to an expert panel,
appointed by the Transportation Research Board. The panels prepare
project statements (requests for proposals), select contractors, and
provide technical guidance and counsel throughout the life of the
project. The process for developing research problem statements and
selecting research agencies has been used by TRB in managing
cooperative research programs since 1962. As in other TRB activ-
ities, TCRP project panels serve voluntarily without compensation.

Because research cannot have the desired impact if products fail
to reach the intended audience, special emphasis is placed on
disseminating TCRP results to the intended end users of the
research: transit agencies, service providers, and suppliers. TRB
provides a series of research reports, syntheses of transit practice,
and other supporting material developed by TCRP research. APTA
will arrange for workshops, training aids, field visits, and other
activities to ensure that results are implemented by urban and rural
transit industry practitioners. 

The TCRP provides a forum where transit agencies can
cooperatively address common operational problems. The TCRP
results support and complement other ongoing transit research and
training programs.
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FOREWORD
By Dianne S. Schwager

Staff Officer
Transportation Research

Board

TCRP Report 87: Strategies for Increasing the Effectiveness of Commuter Bene-
fits Programs will be of interest to transportation agencies, such as transit providers,
metropolitan planning organizations, and transportation management associations, that
want to increase the effectiveness of their commuter benefits and related outreach pro-
grams. The report is designed to help transportation agencies improve their commuter
benefits offerings to better meet employer needs and increase participation through
more effective marketing.

Driving alone contributes to high levels of traffic congestion, fuel consumption,
and air pollution in metropolitan areas throughout the United States. According to the
2000 Census, approximately 76 percent of U.S. workers regularly drove alone to work
in 2000. The federal tax code provides incentives for employers to offer commuter ben-
efits to employees. Under tax law, an employer may offer one or more options from a
menu of commuter benefits, including
• A tax-free employer-paid commuter benefit for riding transit or vanpooling;
• A pre-tax commuter benefit program in which employees are allowed to reserve

income for transit or vanpooling on a pre-tax basis; and/or
• A parking cash-out program, in which employees are given the option of accepting

taxable income (or tax-free transit and vanpool benefits) in lieu of a free or subsi-
dized parking space at work.

By providing benefits for not driving to work alone, commuter benefits programs
can encourage employees to switch to transit, vanpools, and other non-drive-alone
modes. Commuter benefits programs can (1) save employers money on parking, (2) save
employees money on commuting expenses and income taxes, (3) save both employers
and employees money on payroll taxes, and (4) increase employee job satisfaction and
help in attracting and retaining employees. Despite these benefits and the tax advantages,
many employers do not take advantage of the flexibility they have to offer commuter
benefits. Employees can participate in commuter benefits programs only if such pro-
grams are offered by their employers. As a result, many employees are not able to take
advantage of tax savings allowed under federal tax law (and in some cases, state tax law).

Under TCRP Project H-25, “Strategies for Increasing the Effectiveness of Commuter
Choice,” the research team of ICF Consulting, in association with the Center for Urban
Transportation Research, Nelson\Nygaard, and ESTC, prepared a thorough report that (1)
explains how commuter benefits work, (2) describes which characteristics of employers
contribute to the success of these programs, (3) presents marketing messages and tactics
to promote commuter benefits programs, (4) reviews barriers and how to overcome them,
and (5) provides guidance on how to develop an effective commuter benefits program.
The report includes 10 appendixes that provide considerable legal and technical infor-
mation on commuter benefits, as well as the results of surveys, interviews, and case stud-
ies conducted as part of this research project.
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Employer-subsidized parking is the most common transportation benefit provided in
the workplace in the United States. Subsidized parking creates an incentive for employ-
ees to drive alone to work, thereby contributing to increases in traffic congestion, fuel
consumption, and air pollution. The federal tax code also allows employers to provide
tax-free transit and vanpool benefits to employees, referred to as “commuter benefits.”
The employer can directly pay for the cost of transit or vanpools, allow employees to
pay for the benefit themselves using pre-tax income, or offer a combination. In either
case, there are tax advantages since neither the employer nor the employee pay federal
payroll or income taxes on the benefit. 

Commuter benefits provide value to many different groups. Employers can improve
their benefits packages, thereby assisting with employee recruitment and retention;
reduce the amount they spend on parking and taxes; and enhance their image as good
corporate citizens. Employees can commute to work with less expense and avoid the
stress and costs of driving. Transit agencies can attract higher ridership and develop
stronger relationships with customers. Local governments can achieve various goals,
including reduced traffic congestion, reduced need to expand roadways, and improved
air quality. 

Despite these advantages, many employers do not take advantage of the flexibility
they have to offer commuter benefits, and employees cannot take advantage of these
programs without employer participation. 

This guidebook is intended to assist transportation agencies—transit providers, met-
ropolitan planning organizations, commuter assistance and rideshare organizations,
transportation management associations, and others—to increase the effectiveness of
their commuter benefits and outreach programs. It is designed to help agencies improve
their commuter benefits offerings to better meet employer needs and increase partici-
pation through more effective marketing. The guidebook recommendations are based
on interviews with 15 transportation agencies in 5 metropolitan areas, as well as inter-
views with 36 employers. 

This guidebook discusses ways in which agencies can work with employers and
develop regional programs that are responsive to employers’ needs. Some of the main
findings from the research are that agencies should

SUMMARY

STRATEGIES FOR INCREASING THE EFFECTIVENESS 
OF COMMUTER BENEFITS PROGRAMS



• Know their tax basics. A key difficulty for many employers is understanding the
tax ramifications of commuter benefits. Agencies should be able to explain them
clearly and offer potential financial scenarios. 

• Understand how employer characteristics affect receptivity to commuter
benefits. Not surprisingly, the greatest factor is proximity to transit and/or lack of
parking, but other factors matter as well. For example, while small employers find
new benefits easy to implement and employers who pride themselves on being
good places to work are looking for new benefits to implement, employers with
multiple locations generally find decision making complicated.

• Be more familiar with the hurdles and legal issues employers face. For
employers, commuter benefits are a benefit and not a transportation program, and
thus raise issues ranging from integrating a Section 132 plan into their existing
benefits package to determining what type of program will be considered most
equitable by employees. 

• Recognize that one size does not fit all. Employers face widely varying situations
and agencies must therefore approach employers with a variety of ideas and tools
to assist them in developing programs. Learning about and paying attention to the
numerous barriers employers face may be time-consuming in the short term, but
in the long run, it pays off in satisfied employer customers and greater ridership. 

• Ensure that their voucher/pass programs are easy for employers to use.
Through lack of regional coordination or planning, agencies may have voucher or
pass programs that are difficult to understand or inconvenient to use. Employers
prefer “one-stop shopping,” easy enrollment and payment procedures, and mail-
ing of passes or vouchers.

This research shows that employers with a wide variety of business types, employee
profiles, locations, sizes, and goals can successfully implement commuter benefits pro-
grams. Given increasing traffic congestion in metropolitan areas across the United
States, emphasis in the workplace on work-life balance, and recognition of the stresses
associated with driving to work, the time is ripe for these important benefits programs.

2
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CHAPTER 1

INTRODUCTION

BACKGROUND 

Driving alone contributes to high levels of traffic conges-
tion, fuel consumption, and air pollution in metropolitan areas
throughout the United States. According to the 2000 Census,
approximately 76 percent of U.S. workers drove alone to work
in 2000. Employer-subsidized parking encourages this behav-
ior. It is estimated that 95 percent of employees who drive to
work alone receive free parking at their work sites.1

The federal tax code provides incentives for employers to
offer commuter benefits to employees. Under tax law, an
employer may offer one or more options from a menu of
commuter benefits, including

• A tax-free employer-paid commuter benefit for riding
transit or vanpooling; 

• A pre-tax commuter benefits program in which employ-
ees are allowed to reserve income for transit or van-
pooling on a pre-tax basis; or

• A parking cash-out program, in which employees are
given the option of accepting taxable income (or tax-
free transit and vanpool benefits) in lieu of a free or sub-
sidized parking space at work.

Commuter benefits programs are good for society. By
providing benefits for not driving to work alone, commuter
benefits programs can encourage employees to switch to
transit, vanpools, and other non-drive-alone modes. Wide-
spread adoption of commuter benefits programs that result in
mode shifts away from single-occupant driving would boost
transit ridership and decrease traffic congestion, air pollution,
and greenhouse gas emissions. 

Commuter benefits programs are also designed to be
good for business. Commuter benefits programs can save
employers money on parking and taxes. They can also increase
employee job satisfaction and help in attracting and retaining
employees.

Commuter benefits programs are good for employees.
Employees can commute by transit or vanpools at a lower
cost than they would if they paid the fares themselves. Many
employees find this means of commuting convenient; it also
saves money on auto maintenance and allows employees to
avoid the stress of driving. 

Despite these benefits and the tax advantages, many employ-
ers do not take advantage of the flexibility they have to offer
commuter benefits. Employees can participate in commuter
benefits programs only if offered by their employer. As a
result, many employees are not able to take advantage of tax
savings allowed under federal tax law (and in some cases,
state tax law). 

Key questions, therefore, are

• Why are employers not implementing commuter bene-
fits programs? and 

• What could be done to more effectively encourage
employer adoption of commuter benefits programs?

PURPOSE OF THIS GUIDEBOOK

The purpose of this guidebook is to help transportation
agencies increase the effectiveness of their commuter ben-
efits and outreach programs. Specifically, the guidebook is
designed to help agencies more effectively promote com-
muter benefits to employers and provide employers with tech-
nical assistance for setting up commuter benefits programs. It
also discusses ways in which agency programs can be made
more attractive to employers. Finally, it provides information
on the specifics of commuter benefits tax law and regulations
(including a history of commuter benefits in Appendix A, tax
examples in Appendix B, and a list of states showing their tax
treatment of commuter benefits in Appendix C). 

The guidebook is designed for transportation agencies or
organizations that promote commuter benefits to employers.
Such agencies or organizations can include transit agencies,
regional or local commuter assistance organizations, trans-
portation management associations/organizations (TMAs/
TMOs), and vanpool providers. 

1 Shoup, Donald C., and Mary Jane Breinholt. “Employer-Paid Parking: A Nation-
wide Survey of Employers’ Parking Subsidy Policies.” The Full Costs and Benefits of
Transportation. Eds. David L. Greene. Donald W. Jones. Mark A. Delucchi. Heidel-
berg: Springer 1997, pp. 371–385.



RESEARCH APPROACH

The recommendations in this guidebook are based on a
series of interviews in five metropolitan areas: Washington,
DC; Boston, Massachusetts; Miami-Fort Lauderdale, Florida;
Minneapolis-St. Paul, Minnesota; and the San Francisco Bay
Area, California. Two groups were interviewed: 

• Transportation Agencies. Transit agencies, commuter
assistance organizations, and TMAs/TMOs were inter-
viewed in order to learn about their programs as they
relate to commuter benefits and lessons learned from
working with employers. The interviews sought to deter-
mine which types of employers are most interested in
benefits, what marketing strategies and messages are
most effective, and what agencies believe are the barri-
ers and incentives to offering such benefits programs. 

• Employers. Employer interviews were used to identify
the following: reasons why employers do or do not imple-
ment commuter benefits programs, factors that determine
which types of programs employers implement, what
barriers were encountered, and how these barriers were
overcome or ultimately proved insurmountable. Employ-
ers were interviewed on the phone and through a struc-
tured focus group of human resources/benefits managers.
Information was collected both from employers who
had implemented commuter benefits programs and
those who had considered them but chose not to imple-
ment a program. 

The five metropolitan areas were selected because they
represent a diversity of areas in terms of geography, size,
scope of transit services, and types of employer-based com-
muter benefits programs offered. In total, the research team
interviewed 15 transportation agencies and obtained infor-
mation from 36 employers across the 5 metropolitan areas.
More information about the research methods and results is
available in Appendix D. (The surveys are found in Appen-
dixes E, F, and G.) 

ORGANIZATION OF THIS GUIDEBOOK

This guidebook contains six main sections:

• Chapter 2, How Commuter Benefits Work: Understand-
ing the basics of how commuter benefits work is essen-
tial for any efforts to promote and assist employers. This
chapter provides a primer on the underlying tax law
related to commuter benefits and helping employers work
through tax issues.

• Chapter 3, Employer Characteristics That Contribute to
Success: Not all employers are alike. It will be easier for
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some employers to implement commuter benefits than
others. This chapter discusses attributes of employers
that affect their likelihood of implementing commuter
benefits. 

• Chapter 4, Marketing Messages and Tactics: Effective
marketing of commuter benefits involves use of effective
marketing messages and approaches. This chapter identi-
fies ways to reach employers and employees and to send
messages that resonate with this constituency.

• Chapter 5, Understanding Employer Decision Making/
Providing Technical Assistance: This chapter focuses
on employer decision making and provides guidance on
how to work with an employer to establish a commuter
benefits program. 

• Chapter 6, Barriers and How to Overcome Them:
Employers encounter numerous barriers that could dis-
courage them from implementing programs. This chap-
ter identifies key barriers and potential solutions for
overcoming them.

• Chapter 7: Developing Effective Regional Programs:
This chapter focuses on how to develop an effective
agency program for promoting and delivering commuter
benefits to employers. One of the key lessons is to make
it simple for employers.

There are also 11 appendixes:

• Appendix A, History of Commuter Benefits: This appen-
dix describes the evolution of commuter benefits since
1984. It also includes a summary of state and local leg-
islation, as well as the complete Internal Revenue Ser-
vice (IRS) section and final regulations. 

• Appendix B: Examples of Tax Calculations: This ap-
pendix contains detailed spreadsheets showing typical
tax calculations for three scenarios: employer-paid,
employee-paid pre-tax, and a combination benefit. 

• Appendix C: Conforming and Nonconforming States:
This appendix contains a list of states and whether their
definition of taxable income conforms to that of the fed-
eral tax code.

• Appendix D: Study Findings: This appendix summa-
rizes the TCRP H-25 study findings on which this guide-
book is based. It contains a description of the research
methods, profiles of the five metropolitan areas, and a
summary of employers interviewed, including charac-
teristics, barriers, and reasons why some employers chose
not to implement commuter benefits.

• Appendix E: Interview Guide for Agencies: This is the
guide used by the research team to conduct telephone
interviews with transportation agencies. 

• Appendix F: Survey for Employers with Commuter Ben-
efits Programs: This appendix contains the telephone
interview guide and written survey administered to
employers with commuter benefits programs. 



• Appendix G: Survey for Employers Who Have Con-
sidered But Not Implemented Commuter Benefits Pro-
grams: This appendix contains the telephone interview
guide and written survey administered to employers
who have considered but not implemented commuter
benefits programs. 

• Appendix H: Contact Information for Human Resources
Organizations: This contains a list of human resources
organizations, with their contact information.

• Appendix I: Regional Pass and Voucher Programs: This
appendix contains a list of regional pass and voucher pro-
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grams from around the country, the agencies that
administer them, and contact information.

• Appendix J: National Third-Party Administrators:
This appendix contains a list of third-party adminis-
trators (TPA) who run commuter benefits on a con-
tract basis for employers throughout the country.
TPAs who operate only locally or regionally are not
included. 

• Appendix K: Useful Web Sites: This appendix contains
a list of web sites with additional general information on
commuter benefits and commuter choice.
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CHAPTER 2

HOW COMMUTER BENEFITS WORK

Understanding the details of how commuter benefits work
is important for any agency that wishes to promote commuter
benefits and assist employers in setting up a program. This
chapter explains how commuter benefits work and discusses
the tax and legal issues associated with these programs. 

An important point about commuter benefits should be
raised here: only employers can provide them. Employees
cannot take advantage of commuter benefits without specific
action by their employer to establish a commuter benefits
program. Being able to explain the benefits and tax implica-
tions to employers is therefore an important component of
overall marketing efforts. 

Appendix A provides a legislative history of federal actions,
state and local legislation of importance, and copies of the tax
code and regulations concerning qualified transportation
fringe benefits. 

QUALIFIED TRANSPORTATION 
FRINGE BENEFITS

Federal tax law allows employers to provide tax-free tran-
sit, vanpool, or parking benefits to employees. These benefits
are known as qualified transportation fringe benefits, and the
section of tax law that describes them is Internal Revenue
Code (IRC) Section 132(f ).1 In contrast to taxable salary, the
employer and employee pay no federal income or payroll
taxes on these benefits. 

Section 132(f ) of the tax code defines the following as
qualified transportation fringe benefits:

• Transit Passes. Transit passes include any vouchers,
passes, farecards, tokens, or related items that employ-
ees can use to pay for transportation on mass transit
facilities or transportation provided by a person in the
business of transporting persons for compensation or
hire if such transportation has a seating capacity of at
least six adults (not including the driver). 

• Transportation in a Commuter Highway Vehicle.
Better known as a vanpool, the tax code defines a “com-
muter highway vehicle” as a vehicle that has a seating
capacity of at least six adults, not including the driver;

at least 80 percent of the vehicle’s mileage results from
trips between work and employees’ homes; and during
these trips, at least one-half of the vehicle’s capacity
must be filled (not including the driver).

• Qualified Parking. Qualified parking is defined as park-
ing near or at the employers’ place of business or park-
ing located near or at a place where employees commute
to work by mass transit, commuter highway vehicles, or
carpools (for example, parking at a transit station, park-
and-ride lot, or vanpool staging area).

The focus of this guidebook is on the transit and vanpool
benefits, which are often simply referred to as commuter ben-
efits. Parking benefits are widely recognized employee bene-
fits: it is estimated that 95 percent of employees who drive
alone to work receive free parking at work.2 In contrast, com-
muter benefits are much less widespread, and these are the
benefits that create incentives to reduce driving to work alone. 

Tax-Free Limits

Transit and Vanpool Benefits. In 2002, the tax-free limit for tran-
sit and vanpool expenses is $100 per month (it was $65 in 2001). 

Parking Benefits. In 2002, the tax-free limit for qualified park-
ing benefits is $185 per month (it was $180 in 2001).

Tax-free limits are indexed to inflation and may rise annually in
$5 per month increments.

1 The Internal Revenue Code is found in Title 26 of the United States Code (USC).
See Appendix A for the text of the law. 2 Shoup, ibid.

It is worth noting that parking benefits can be combined with
transit/vanpool benefits under federal tax law. An employee
who pays to park at a qualified parking area (such as a transit
station) and then takes mass transit or a vanpool to work can
receive a combination of transit/vanpool and parking benefits. 

Several employers noted the irony of a program designed
to discourage drive-alone commuting that allows a higher
tax-free limit for parking benefits than for transit/vanpool
benefits. Some agencies also said that they do not actively
market parking benefits, because their goal is to discourage



drive-alone commuting. Any employer program that incorpo-
rates both elements will likely be unable to discourage single-
occupant automobile commuting. These guidelines, therefore,
emphasize the development and marketing of transit/vanpool
benefits.

Options for Providing Transit/Vanpool Benefits

Transit/vanpool benefits may be offered either in addition
to, or in lieu of, salary. Employers have three options of how
to provide the benefit:

• Company covers full cost of the benefit. Employers
provide employees up to $100 per month (in 2002) for
transit and vanpool expenses tax-free. The employer
does not incur payroll taxes on this benefit amount, and
the employee does not incur federal or payroll (and in
some cases, state) taxes on this amount. 

• Company offers a pre-tax benefit. Employees may
have up to $100 per month (in 2002) taken out of their
pre-tax salary for commuting on transit or in vanpools.
Employees save federal income and payroll taxes. Many
employers prefer this option because the employee pays
the cost, and the employer does not pay payroll taxes on
the amount reserved by employees. 

• Employer and employee share costs. Under this
option, the employer and employee each pay a share.
The employer, for example, might offer $40 per month
in transit and vanpool benefits and allow the employee
to reserve up to $60 per month of pre-tax salary (total
tax-free benefit maximum remains $100 per month). 

Although there are limits on the tax-free portion of a
qualified transportation fringe benefit, employers may pro-
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vide transit/vanpool benefits of any amount. The employee
and employer must simply pay taxes on the value of the
benefit that exceeds the statutory tax-free limit. For exam-
ple, if the employer provides the employee with a monthly
transit pass valued at $125, $100 is a tax-free fringe bene-
fit, and the excess, $25, must be included in the employee’s
wages for income and employment tax purposes. Similarly,
if the employer offers a pre-tax salary deduction option, the
employee can reserve up to $100 in pre-tax salary, even if the
transit pass costs more. The employee pays the remaining
cost above $100 with regular salary.

As noted above, employees cannot take advantage of these
tax benefits on their own; they can participate only through an
employer. Employers can set up programs in one of two ways:
they can purchase transit passes or vouchers for their employ-
ees, or (under specified circumstances) they can reimburse
employees the amount of their individual transit or vanpool
fares on a recurring basis (see the subsection on Vouchers/
Passes Versus Cash Reimbursement in this chapter for more
detail). Many transit agencies and third-party voucher pro-
viders facilitate the former option by establishing employer
pass programs (often at a discount) or offering a regional
voucher that can be used on multiple transit or vanpool pro-
viders. These programs vary from city to city; see Chapter 7,
Developing Effective Regional Programs, for more informa-
tion on this topic. 

How Tax Savings Work

Both employers and employees can save taxes when
implementing transit/vanpool benefits. 

Employers pay no payroll taxes [also known as Federal
Insurance Contributions Act (FICA)] on the benefits. Employ-
ees also pay no FICA or federal income tax, and in most
states, no state or local income taxes, on the benefits. 

Key Terms

Transportation Demand Management. Transportation demand management (TDM) is a set of specific strategies that foster increased
efficiency of the transportation system by influencing travel behavior by mode, time, frequency, trip length, regulation, route, or cost. TDM
discourages drive-alone commuting through better management of existing transportation infrastructure, services, and resources. TDM
programs may be implemented by employers, public agencies, or private organizations. An employer-based TDM program can include
various elements, such as shuttles, preferred parking for carpools, or employee awards programs for commuters who do not drive alone.
Public agencies and private organizations may implement broad TDM programs, such as ridematching services, high-occupancy-vehicle
(HOV) lanes, public campaigns to encourage transportation options, vanpool formation assistance, or community parking charges. 

Commuter Choice. Commuter Choice refers to employer-implemented TDM strategies. This term is service-marked (the public-sector
equivalent of a trademark) by the U.S. Environmental Protection Agency (EPA) and Department of Transportation (DOT) to refer to a
broad spectrum of employer programs to discourage employees from driving alone. These programs include transit/vanpool benefits, park-
ing cash-out, telecommuting, flexible work schedules, employer shuttles, bicycling and carpooling incentives, and commuter awards. 

Qualified Transportation Fringe Benefits. This term is used in tax legislation to refer to benefits for qualified parking, transit, and van-
pool expenses (Note: tax law uses the term “commuter transportation vehicle” to refer to a vanpool).

Commuter Benefits. This term refers to transit or vanpool benefits and parking cash-out, which provide financial incentives not to
drive alone. 



Appendix B has examples of tax calculations under dif-
ferent types of employer programs. Appendix C has an over-
view of state tax treatment of commuter benefits. 

Potential tax savings are summarized in Table 1.

Employer-Paid Benefits

If the employer pays for the benefit, the value of the ben-
efit is

• Tax free to the employee and
• Not subject to payroll taxes.
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As a result, employer-paid commuter benefits provide
more value to employees. This is the most expensive option
for an employer, because of the additional cost of providing
benefits. However, as shown in Figure 1, it is less costly to
the employer than providing an equivalent salary increase. In
both cases, the cost to provide the salary or benefit is under
$100 per month, because the employer saves money through
deducting this cost from federal corporate income tax.

By providing a $100 per month ($1,200 per year) transit/
vanpool benefit rather than a salary increase (assuming the
employee earns less than the FICA wage base), the employer
saves $7.65 per month, or $91.80 per year, in payroll taxes
($1,200 times 7.65 percent FICA). The employer can deduct
both the commuter benefit and the salary increase as a busi-
ness expense on its federal corporate income taxes.

Meanwhile, the employee saves about $500 in annual
taxes compared with receiving taxable income (based on a
28-percent federal income tax, 6-percent state income tax,
and 7.65-percent FICA). With taxable salary, the employee’s
take-home pay is reduced by over 40 percent because of
taxes. In contrast, the employee receives the full $1,200 per
year ($100 per month) in transit/vanpool benefits paid by the
employer. To net an increase in after-tax income of $1,200
would require a salary increase of over $2,000.

Employee Pre-Tax Deduction

If the employer does not pay for the fringe benefit, but
allows employees to reserve pre-tax income for transit/vanpool
expenses

• The employer’s payroll taxes are reduced, and
• The employee does not pay federal income, payroll, and

possibly state income taxes on the amount deducted. 

Employer Taxes: A Brief Primer

The employer does not pay payroll taxes (i.e., FICA) on transit/
vanpool benefits up to the tax-free limit. 

Payroll taxes have two components: 

• Social Security taxes are 6.2% of salary, up to the first $84,900
earned (in 2002); this limit rises annually.

• Medicare taxes are 1.45% of total salary, with no limit. 

For employees earning less than $84,900 annually, employers pay
7.65% of an employee’s salary in payroll taxes. For employees
earning above $84,900, employers pay $5,263.80 in Social Secu-
rity taxes (6.2% of $84,900), plus 1.45% of the employee’s salary.

Employees also pay these same amounts in FICA taxes from
their own salary. 

Employer payments to employees—whether salary or bene-
fits—are always deductible from employer federal corporate
income taxes.

 
Option

 
Employer Tax Benefit 

 
Employee Tax Benefit 

Employer-Paid: Employer provides
employees with up to $100/month to 
commute via transit or vanpools. 
 

Employer pays no payroll taxes on 
the value of the benefit, making 
providing this benefit cheaper than 
providing a comparable salary 
increase. 

Employee receives up to $100/month
tax-free to commute via transit or 
vanpool. The employee does not pay 
any taxes on the value of the benefit.  
 

Employee Pre-Tax Deduction: 
Employer allows employees to 
reserve up to $100/month in pre-tax 
income to pay for transit or vanpools.  
 

Employer pays no payroll taxes on 
the income that is reserved by the 
employee  
 

Employee saves on income tax, 
payroll tax, and possibly state tax.
The amount of the benefit is no 
longer treated as taxable salary. 

Employee, Employer Share Costs: 
Employers pay transit or vanpool 
costs up to a certain limit and the 
employee pays for the remainder of 
the costs through a pre-tax deduction.
Total employer and employee paid 
costs cannot exceed the monthly 
limits of $100/month for transit and 
vanpool. 

For the employer-paid portion, 
employer pays no payroll taxes, 
making providing this benefit 
cheaper than providing a comparable 
salary increase. Employer saves 
payroll taxes on the portion of the 
benefit paid by the employee through 
pre-tax deduction.

Employee does not pay taxes on the 
portion of the benefit provided by the 
employer. Additionally, the 
employee saves on income tax and 
payroll taxes by taking a pre-tax 
deduction to pay for the remainder of 
his/her commuting costs. 

TABLE 1 Tax savings for employers and employees



Employers do not pay any FICA taxes on the amount of
pre-tax income reserved by the employee. For each employee
who reserves $100 per month for transit or vanpools, the
employer will save $7.65 per month, or $91.80 per year, in
reduced FICA taxes (assuming the employee earns less than
the FICA wage base). 

Employees receive more substantial tax savings. An
employee in the 28-percent federal tax bracket who reduces
his or her pre-tax income by $100 per month to pay for tran-
sit or vanpooling expenses could save $336 per year in fed-
eral income taxes and an additional $91.80 in payroll taxes.
Employees could also save on state income taxes that piggy-
back on the federal tax definitions of compensations. For
example, in a state with a 6-percent income tax, employees
could save another $72 in taxes. In total, an employee could
save around $500 each year. This reduces the real transit or
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vanpool cost to the employee from $100 per month to $58.35
per month, a savings of more than 40 percent. 

Employer/Employee Cost Sharing

When the tax-free limit is provided partially by both
employer and employee, the employer pays no payroll taxes on
either its contribution or on the pre-tax income the employee
reserves. The employee receives a direct, non-taxable subsidy
from the employer and pays no payroll or federal income taxes
on income that is reserved on a pre-tax basis.

PARKING CASH OUT

An employer may offer a parking cash-out program in
which the employee is offered the choice between a free park-
ing space at work or additional taxable salary. For example,
if an employer pays $100 to lease a parking space for an
employee, the employer may give the employee the choice
to retain the parking space and continue to park free or accept
$100 as taxable income and forego the parking space. The
amount offered to the employee is generally similar in value
to the employer’s cost to provide the parking, but it may be
higher or lower.

A parking cash-out program is a way to provide an incen-
tive not to drive alone to work. Employees who walk, bicycle,
rideshare, or take transit can choose to accept taxable cash
instead of a parking space at work.

Unlike transit/vanpool benefits, there are no tax savings
under parking cash-out, because the additional income the
employee receives is taxable for both the employer and the

 

Employee  

Employer 
saves payroll 
taxes. Pays 

only $66 

Employee 
takes 

home   full 
$100 value 

Employer  
pays   
$71 

Employee 
takes 

home   only 
$58 after 

taxes 

Employee pays 
federal (28%) and state
(6% ) income taxes and 
FICA (7.65%) 

$100 
Employer pays FICA (7.65%). 
Gets corporate income 
tax deduction (34%). 

Employer pays no 
FICA, and gets 
corporate income 
tax deduction. 

$100 Salary Increase $100 Tax-free 
Commuter Benefit 

Employer  Employer  Employee  

vs.  

$100 

Figure 1. Comparison of taxable salary increase to tax-free commuter benefit.

Taxable and Pre-Tax Income

Taxable income is reported on the W-2 form and sent to the IRS.
The employee has to pay all applicable taxes on that amount.

Pre-tax income does not show up on the employee’s W-2 form
at the end of the year, and is not reported to IRS. Pre-tax income
can be used for specific purposes, such as transit/vanpool bene-
fits and investment plans.

For example, if an employee’s salary is $36,000 per year, and he
can reserve $1,200 per year on a pre-tax basis for transit-vanpool
costs, his W-2 form will show income of only$34,800, and he
will figure his taxes based on this amount.



employee. Even if an employer is able to reduce the number of
parking spaces it leases, a cash-out program generally will cost
money for the employer because employees who previously
did not drive (those who took transit, vanpools, carpools, or
bicycled or walked) will receive the cash payment, even though
they are not relinquishing a parking space. However, some
employers with expensive leased parking may save money. 

The law, however, does allow employees to receive a tax-
free transit/vanpool benefit in lieu of part, or all, of the taxable
cash. For example, if an employer offers a $100 cash-out for
a parking space, an employee who decides to switch from
driving to transit can take the $100 cash-out as a tax-free
transit/vanpool benefit. Any employee who decides to switch
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from driving to bicycling can take the $100 cash-out as $100
of taxable cash.

TAX AND LEGAL ISSUES FOR EMPLOYERS

While the programs described above may seem relatively
straightforward, various tax and legal issues complicate mat-
ters for employers. Agencies should be familiar with the laws
and regulations and encourage employers to do the same.
Specific issues and sources of confusion are discussed below.

Section 125 Versus Section 132 Benefits Plans

Commuter benefit programs operate under a separate sec-
tion of the IRC—Section 132—than most other pre-tax ben-
efit programs with which employers are familiar. Medical
savings accounts and other employee benefit plans are cov-
ered by Section 125 of the IRC. 

Section 132 plans are far more flexible than Section 125
plans. Section 125 plans require federal reporting, plan doc-
umentation, nondiscrimination testing, and the forfeiture of
any money remaining in a Flexible Spending Account (FSA)
at the end of the year. In contrast, IRC Section 132 plans
(which include provisions for education as well as transporta-
tion) do not require written plans or reporting. There is no
“use-it-or-lose-it” provision, as with FSAs. Under Section
132 plans, an employer also can choose how often to allow
employees to make elections, whereas they are restricted
under Section 125 to annual open enrollment (with a few spe-
cific exceptions).

However, for employers accustomed to managing Section
125 plans, the different regulations for Section 132 plans
may be a source of confusion because the two plans operate
under distinctly different set of rules, and employers cannot
combine them.

The differences in how the plans operate are outlined in
Table 2.

Commuter Benefits Provide Tax Advantages,
Not a Tax Credit 

It is important to emphasize that commuter benefits have
tax advantages because they are not subject to federal income
and payroll taxes (and sometimes state and local income
taxes). The commuter benefits program is not a federal tax
credit, and employers do not need to file any special tax
forms to achieve the tax savings. This is an important point,
since some employers may have heard about the federal tax
law creating incentives to offer commuter benefits and con-
fuse this with a federal tax credit. Some states, however, offer
state tax credits (see Appendix A under State and Local Leg-
islation for further information), and some localities also pro-
vide financial incentives for employers who offer employer-

Employer Q&As on Parking Cash Out

If I implement a parking cash-out benefit, am I required to
offer the full value of the parking to my employees?

An employer may cash out a parking space in any amount. The
tax code says nothing about the value of a cash-out offer. 

An employer might value the cash out offer slightly below the
cost of paying for a parking space to cover the cost of payroll
taxes. For example, if the employer pays $150 per month per
employee parking space, then the employer might offer the
employee $135 per month in taxable income in lieu of the park-
ing space. The employer’s contribution to Social Security and
Medicare would be about $11 on the $135 cash, for a total cost
of $146. By reducing the offer to slightly below the cost of the
space, the employer does not incur costs over the original cost
of the space. The employer reports the $135 expense as salary
to the employee, and both pay their share of federal taxes.

On the other hand, a company might cash out a space at above
market rates to reduce employee parking demand, to increase cus-
tomer parking, to avoid the need for expensive or time-consuming
new construction, or to level the parking/non-parking playing
field by offsetting the employee’s tax penalty on the cash-out cash. 

What happens if an employee takes the cash and continues
to drive to work?

From a tax perspective, this situation creates no problem. Park-
ing cash-out does not depend, for tax purposes, on a particular
travel mode. Some employers, however, institute parking cash-
out explicitly to reduce driving to work and may wish to dis-
courage employees from taking the cash incentive and continu-
ing to drive. In areas where parking cash-out works best at
reducing driving, such as areas where parking is costly, there is
unlikely to be free parking near the work site that the employee
can use instead of the employer-provided parking. In other cases,
employers offer parking cash out to increase employee choice
and/or to reduce the need for parking on site. An employee who
voluntarily begins using more distant parking may both save
money and help implement the employer’s objectives.



paid commuter benefits. Transportation agency staff should
be familiar with any such local and state incentives. 

Eligibility and Enrollment 

All employees or groups of employees can be offered tran-
sit/vanpool benefits. However, under tax law, not everyone
who works at a given work place is considered an employee.
The law specifically states that individuals who are self-
employed—which include sole proprietors, partners, persons
who hold over 2 percent ownership in an S corporation, and
contractors—are not eligible to receive commuter benefits.
They may, however, receive transit passes or vanpool bene-
fits as de minimis benefits. 

The de minimis (which means “of little value”) regulations
allow these individuals to receive tax-free commuter benefits
of only up to $21 per month. If they receive a higher amount,
the entire amount is considered taxable income. (The official
IRS ruling on this topic can be found under Question 24 of
the regulation which is in Appendix A.) 

Unlike some other benefits programs, the commuter bene-
fits law provides employers the discretion to choose which
employees are offered the benefit. In addition, the amount of
the benefit can vary from employee to employee. This means
that an employer could offer the benefit at a site well served by
transit or with a strong vanpool program, but not at other sites. 

If an employer provides transit passes in advance, and the
employee either drops out of the program or leaves employ-
ment, then the unused amount is subject to income tax, but
not to payroll taxes. However, employers cannot distribute
advance transit passes if they know that the employee will
leave on a certain date; the remaining amount is subject to
both income and payroll tax, just like any other income. 

Passes/Vouchers Versus Cash Reimbursement

Employers must decide how to implement a transit/vanpool
or parking benefit. There are two ways in which the benefit
can be provided to employees, regardless of whether the
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employer or employee pays: passes/vouchers or a bona fide
cash reimbursement arrangement. 

Passes or Vouchers 

The most common way of distributing transit/vanpool
benefits is through transit passes or vouchers. Typically, an
employer will purchase passes or vouchers and distribute
them directly to employees, or use a third-party benefits

Characteristic Section 125 Plans Section 132 Plans
Enrollment period Must be annual Determined by employer 
Reimbursement period Employee can be reimbursed the full 

amount of one year’s reserved income at 
any time during the year. 

Employee can be reimbursed only the 
amount that has been reserved within a 
given period. 

Distribution of pre-tax 
income remaining at 
end of enrollment 
period 

Employee forfeits money (commonly 
known as “use-it-or-lose-it”). 

No “use-it-or-lose-it” provision. 

Employee eligibility Must meet nondiscrimination test May be made available to any employee 
or groups of employees 

Reporting 
requirements 

Annual reporting required No reporting requirements 

Plan documentation Written plan documentation required No written plan documentation required  

TABLE 2 Comparison of Section 125 and Section 132 benefits plans

Employer Q&As on Transit/Vanpool Benefits 

Do commuter benefits programs require written plans?

Employers are not required to submit a written plan to the IRS.
However, a company is well advised to have certain written rules
in order to answer employee questions and describe how the
commuter benefits program operates. For example, an employer
could write a plan that describes

• Which employees are eligible to receive transportation fringe
benefits;

• What benefits will be provided by the company; and
• The procedure for enrolling in and discontinuing participa-

tion in the benefits program.

The company should not submit this plan to the IRS, but should
make the plan available to employees.

Employers who use cash reimbursement (subject to IRS rules)
must collect receipts and/or other certification from employees.

Do transit passes need to be distributed monthly? What if I
want to provide my employees with annual transit passes?

Transit passes may be distributed up to 12 months in advance.
If the pass is valid for more than 1 month, (for example, an
annual pass), the value of the pass may be divided by the num-
ber of months for which it is valid to determine whether the
value of the pass exceeds the $100 monthly limit.



administrator (discussed in Chapter 6) to distribute the passes
or vouchers.

• Passes are typically available from an individual transit
agency, regional consortium, or vanpool provider and 
are used for direct service on a system. In many areas of
the country, transit agencies have developed special 
corporate/employer pass programs that are specifically
geared to employers.

• Vouchers are accepted by multiple transit or vanpool
service providers. The employee uses the voucher to
purchase fare media (e.g., a monthly transit pass) from
an individual transit or vanpool provider in the region. 

Although there are exceptions, vouchers are generally pro-
vided by for-profit firms, which enter into arrangements with
transit providers to accept vouchers for fare media payment.
Vouchers are usually available in several denominations, tied
to the prevailing transit fares in the area. Employees cannot get
cash back from purchases, but they can add their own money
to buy fare media. An example: an employee receives a $30
voucher. If she or he buys a regular monthly bus pass for $25,
she or he loses $5. However, if she or he buys a monthly bus
pass for $25 and a 10-ride train ticket for $15, she or he can
use the voucher plus $10 of her or his own money. Therefore,
most employers prefer to purchase vouchers at the same value
as the pass used most often, or slightly under. 

Voucher programs are particularly useful in metropolitan
areas with multiple transit and vanpool service providers; in
those cases, an employer only has to distribute one type of
voucher to all employees rather than different types of tran-
sit or vanpool passes. Several employers interviewed about
their participation in voucher programs commented favor-
ably on their ease of use, and, in particular, the fact that
vouchers generally have long validity periods (for example,
13 months). 

Table 3 compares pass and voucher programs.
Typically, the employer would use whatever program is

most readily available in a region. Some regions, however,
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have both types of programs, in which case the employer can
choose between them. In these cases, the employer’s decision
about whether to distribute passes or vouchers may depend on
whether or not most employees use one transit service provider
(in which case, it may be beneficial to simply distribute passes)
and whether the employer has work sites in other cities where
vouchers may also be accepted. A list of regional voucher and
pass programs is provided in Appendix I.

Cash Reimbursement and 
the One-Percent Rule

Under bona fide cash reimbursement programs, employers
allow their employees to purchase their own transit passes or
pay for their own vanpool fares and request reimbursement.
Employees reserve pre-tax salary through paycheck deduc-
tion, purchase a transit pass (or other fare media, or pay for
vanpool charges), and request reimbursement from their own
reserved salary. Some employers prefer cash reimbursement
since it means that they do not need to purchase and distrib-
ute transit fare media.

Restrictions on Use of Cash Reimbursement

There are substantial restrictions on when an employer can
legally use cash reimbursement. The IRC states that cash
reimbursement for any transit pass is only allowed if a pass
or voucher (or similar item that may be exchanged only for a
transit pass) is “not readily available.” Thus, if vouchers are
readily available, the employer must use vouchers (or passes),
and cash reimbursement of a transit expense is not allowed
as a qualified transportation fringe benefit.

IRS regulations published in January 2001 clarified the
definition of “readily available.” According to these regula-
tions, vouchers are considered “readily available” unless one
of the following two conditions applies:

Issue Pass Programs Voucher Programs 
Provider Provided by transit agency or regional 

consortium 
Generally, but not always, provided by for-
profit firm 

Fees May have administrative fees and handling 
charges 

Generally have administrative fees and 
handling charge 

Validity Generally monthly, although some agencies 
provide annual passes 

Long period of validity (often 13 months) 

Employee ease of 
use 

Employee can use pass directly on transit 
provided 

Employee uses vouchers to purchase fare 
media 

Employer ease of 
use 

Tends to work best in areas with only one 
major transit provider; otherwise, employer 
has to work with multiple vendors, which 
increases administrative burden 

Vouchers are important in areas with 
multiple transit providers, because 
employers can deal with one vendor. Some 
voucher providers offer service in more 
than one area.  

TABLE 3 Comparison of pass and voucher programs



• The “One-Percent” Rule. If fees charged by a transit
voucher provider exceed 1 percent of the average annual
value of the vouchers (excluding per order delivery
charges of under $15).

• Non-Financial Restrictions. If there are non-financial
restrictions on vouchers that make voucher use inappro-
priate for particular companies. Some examples include 
– Advance purchase requirements that make vouchers

not available at regular intervals (e.g., 1 year), 
– Minimum purchase requirements (e.g., a company

wants to buy $200 worth of vouchers, but the mini-
mum requirement is $1,000), 

– Limits on the denominations (e.g., a company wants
$40 in vouchers for each employee, but they are only
available in denominations of $60), and

– Situations in which the voucher provider does not
give vouchers to the employers within a reasonable
period after receiving payment.

Employers cannot consider internal costs (e.g., distribu-
tion costs) in claiming that vouchers are not readily avail-
able. Examples of these unallowable employer costs include
expenses to distribute the vouchers (i.e., if the employer
chooses to mail vouchers to employees, the postal fee cannot
be considered); any additional security measures that must be
taken to safeguard the vouchers; expenses incurred to adver-
tise the provision of transit vouchers; and so forth. Failure to
conform to the One-Percent Rule can result in the taxability
of benefits to the employees.

The One-Percent Rule takes effect on January 1, 2004.
The phrase “readily available” was not defined in the previ-
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ous regulations. It was intended that the delayed application
of the rule would provide sufficient time for those affected to
modify their systems and procedures appropriately. There-
fore, employers who are currently using cash reimbursement
will have to change to a voucher or pass program in 2004 if
the vouchers or passes are “readily available.” This issue may
become increasingly problematic, since some employers do
not conform to the new standard and are not aware of the full
ramifications of the One-Percent Rule. 

The purpose of the new “readily available” definition was
to encourage the use of vouchers and passes and to reduce the
potential for tax fraud. Transportation agencies may want to
re-examine their own programs to see if they meet employ-
ers’ needs, since after 2004 those employers who prefer cash
reimbursement may discontinue their programs entirely unless
they perceive the voucher or pass option to be equally sim-
ple to administer. 

Cash Reimbursement Requirements

Employers that make cash reimbursements must establish
a bona fide reimbursement arrangement to establish that their
employees have, in fact, incurred expenses for vanpools,
transit passes, or qualified parking. The expense must be sub-
stantiated within a reasonable period of time (within 180
days). If receipts are not available, the employer can require
that employees certify when they request reimbursement that
they have purchased fare media for their own use. This cer-
tification can be in either written or electronic form. Employ-
ers do not need to submit these receipts or certifications to the
IRS, but they should retain such receipts and certifications in
their files. 

Employer Preferences

Employers tend to choose the program that is the least bur-
densome to administer, and this decision is usually based on
their own experiences and existing programs. For example,
small to medium-sized employers often find it simplest to
distribute transit passes or vouchers to employees. However,
very large employers may view distribution as a problem and
be more interested in cash reimbursement. 

Employers who already use cash reimbursement systems
for other benefits programs (for example, medical flexible
savings accounts) find them fairly straightforward to admin-
ister. They may also be the preferred method for employers
who are not familiar with all the pass or voucher programs
available in their areas. However, others tend to think cash
reimbursement will be too complicated due to the paperwork
and substantiation requirements. 

Cash flow procedures differ between use of passes/vouchers
and cash reimbursement. If using passes/vouchers, the
employer writes a check every period (generally monthly or
quarterly) to the voucher provider and earns the money

Example: How the One-Percent Rule Works

Acme Corporation would like to provide a transit benefit up to
$60 per month to all employees who commute to work via sub-
way. The local TMA charges a 0.5% fee for providing passes to
employers. Because Acme does not have a central location
where passes can be picked up, it will have to distribute the
passes by sending them to employees via regular mail on a
monthly basis. This will cost the company approximately $1,000
per year in postal fees, in addition to the cost of having a human
resources employee prepare the envelopes, bring them to the
post office, etc. 

To save money, Acme would prefer to provide cash reimburse-
ments to employees rather than distribute the passes each
month. However, the “one-percent” rule does not give Acme
this option. The only cost that Acme can take into consideration
when deciding how to distribute the passes is how much the
TMA charges for the vouchers. In this case, the passes are con-
sidered “readily available” because the TMA charges less than
one percent and therefore, Acme must purchase the vouchers
instead of providing a cash payment. The cost of distributing the
passes via mail and personnel costs cannot be considered. 



back via employees’ deductions throughout the rest of the
period. Cash reimbursement eliminates this cash flow for
the employer, because employees purchase vouchers or passes
with their own money. 

In contrast, cash reimbursement may create more of a cash
flow strain on employees. The cash reimbursement process
under Section 132 requires that employers withhold money
from an employee’s paycheck every month. For example, if
an employee requests $50 monthly withholding, the employer
will withhold $25 per paycheck if the employee is paid twice
monthly. The employee then buys a $50 pass and submits
proof of payment to be reimbursed. Only after both the with-
holding and the pass purchase can the employee file a claim
to be reimbursed the $50 in pre-tax dollars that was previ-
ously withheld. 

The employee ultimately pays less for the pass, since the
reimbursed money is entirely tax-free. Some employees, how-
ever, feel that they have paid twice: once when the money
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was withheld and a second time when buying the transit pass.
Because Section 132 plan rules do not allow employees to
receive their own pre-tax money until they have bought the
transit pass (i.e., the reimbursement has to be legitimate, not
just in anticipation of buying the pass), this cycle continues
every month. To avoid these issues, some employers have
required employees to pre-pay for their passes or vouchers;
for example, having pre-tax income withheld in March to
purchase a monthly pass for April.

Employers must be made aware that simply because dis-
tribution may be difficult, this has no bearing on whether
cash reimbursement is allowed. Only if vouchers are not
“readily available” can cash reimbursement be used. If dis-
tribution is a problem, third-party benefits administrators
could be used to distribute passes or vouchers in locations
where vouchers and/or passes are readily available. 

Key differences between the two types of programs are
summarized in Table 4.

Issue Cash Reimbursement 
Cash flow Puts initial burden on employer – The 

employer must write a check every 
period to the voucher provider, and earn 
the money back via employees’ 
deductions throughout the rest of the 
period. 

Puts initial burden on employee – The employer 
withholds money from an employee’s paycheck 
every month. The employee then buys a pass 
and submits proof of payment to be reimbursed.   

Distribution Voucher and pass providers generally 
send one package, leaving the internal 
distribution to the employer. (However, 
third-party benefits administrators can 
be used to distribute passes/vouchers.) 

No passes or vouchers are distributed by the 
employer. 

Employer ease of 
use 

No paperwork is required except for any 
procedures to order vouchers/passes.  
However, employers with worksites in 
different regions may have to purchase 
vouchers from more than one provider.  

Employees must submit paperwork monthly for 
reimbursement, which can be cumbersome for 
some employers.  

Employee ease of 
use 

Employee picks up pass from employer 
or is mailed pass.  

Employee must submit substantiation (receipts 
or employee certification) for transit, vanpool, or 
qualified parking expense.  

Potential for fraud Less susceptible to fraud – Employees 
must use fare media or vouchers for 
transit. However, it is possible for 
employees to allow friends or family to 
use the vouchers or passes, or to request 
cash refunds from transit providers, and 
continue driving. 

More susceptible to fraud – Because many 
transit pass purchases do not provide a receipt, 
the employer often has no direct proof that an 
employee has purchased a pass. Employers in 
this situation have to rely on employees’ 
statements that they are purchasing passes and 
riding transit.  

Vouchers/Passes 

TABLE 4 Comparison of vouchers/passes and cash reimbursement (pre-tax)
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CHAPTER 3

EMPLOYER CHARACTERISTICS THAT CONTRIBUTE TO SUCCESS

Before attempting to market commuter benefits to employ-
ers, it is helpful to understand what types of employers will
be most receptive to implementing a commuter benefits pro-
gram. That way, the agency can focus its resources on getting
the most value by targeting employers most likely to imple-
ment commuter benefits programs. 

Convincing an employer to implement a commuter bene-
fits program can be time consuming, and not all employers
are alike. Experience with commuter benefits programs
across the nation suggests that the characteristics discussed
in the sections below are important.

LOCATION: NEAR HIGH-QUALITY TRANSIT

It is no surprise that the employers most interested in com-
muter benefits are those whose employees can or do ride tran-
sit. In fact, probably the most important factor affecting an
employer’s consideration of commuter benefits is work site
location. Employers located near high-quality transit are likely
to see the potential for commuter benefits as a valuable ben-
efit for employees. Although there is no single definition of
“high-quality” transit, some elements would include frequent
and reliable service, ease of access, available capacity (i.e.,
not already overcrowded), cleanliness and safety, and other
“user-friendly” traits such as good signage and comfortable
waiting areas. 

Given this situation, downtown employers are strong tar-
gets for providing commuter benefits because downtowns
tend to have high concentrations of transit and land uses that
support transit use. It is important to recognize, however, that
downtowns are not the only market for commuter benefits.
Any area with high-quality transit could be a good market.
Suburban employers located near a rail station or with good
bus service are also likely to consider the benefits. Moreover,
high-quality transit is not limited to subway or light rail.
Although most agencies in metro areas served by both bus
and rail thought that employers on rail lines were more likely
to implement commuter benefits, employers well served by
buses are an important market. Metropolitan areas with bus-
only systems, such as Minneapolis-St. Paul, have achieved
high levels of participation in employer pass programs. 

Employer sites that are served by only limited (e.g., four
times daily or hourly) service are generally not strong candi-

dates for commuter benefits. These sites are unlikely to see
transit as a viable alternative to driving and the employer will
be significantly less interested in devoting the time to set up
a program if few or no participants are expected. 

EMPLOYEES: CURRENT TRANSIT 
OR VANPOOL USERS

Employers with major vanpool programs may be inter-
ested in commuter benefits, and employers with significant
numbers of transit riders, even if not well served by transit,
may be receptive.

Although the market for commuter benefits is often viewed
primarily as white-collar office workers, a wide range of dif-
ferent types of employers can implement commuter benefits.
There is no one specific “type” of employee environment that
is most conducive to transit/vanpool benefits, as long as the
commuting options are available. For example, service and
retail employees may constitute an excellent market. Lower
paid employees are also generally more likely to ride transit. 

Several agencies noted that companies whose employees
work conventional (9-to-5, weekday) schedules are far more
likely to adopt commuter benefits than those with very long
hours or shiftwork. This is because transit service tends to be
the most frequent during peak hours, and employees with
regular schedules can use transit more easily. Finally, jobs
that require use of a vehicle during the day, such as sales or
deliveries, are unlikely to be receptive to commuter benefits. 

EMPLOYER SITUATION: SEEING VALUE 
IN COMMUTER BENEFITS

A key factor that influences the likelihood of an employer
considering commuter benefits is whether or not the employer
sees potential value in the program. Factors that make an
employer more likely to implement commuter benefits include

• “Employee-friendly” employers. Corporate culture
and the level of benefits currently provided to employ-
ees may be a predictor of participation. Employers that
place a premium on offering a comprehensive benefits
package are likely to be more interested in commuter
benefits than employers who generally provide only the



bare minimum. Employee-friendly employers are often
more open to expanding or adapting their benefits pack-
age and interested in finding out about options to set
them apart from other employers. 

However, no conclusive data are available to this effect
(and in fact, research conducted for this study did not sup-
port this statistically: employers with commuter benefits
were no more likely than employers in general to have
other “progressive” benefits such as tuition reimburse-
ment or medical savings accounts). Still, several employ-
ers who participated in a focus group agreed that they
place a high value on having a comprehensive benefits
package. 

• Environmentally minded employers. Employers who
have a strong environmental commitment are generally
receptive to this message. However, the majority of
employers are not particularly motivated by environ-
mental concerns.

• Employers with severe or complicated parking prob-
lems. In particular, hospitals, universities, hotels, and
airports tend to fit this category; all have regular employ-
ees and visitors throughout the day, not simply “9-to-5.”
In addition, these employers often want to free employee
parking to provide additional parking to paying visitors. 

• Employers who are relocating. Employers think about
commuting issues as they face relocation, providing an
opportunity for transportation agencies to promote com-
muter benefits. Several employers said that they had
specifically adopted programs because their offices were
moving and they saw offering commuter benefits as a
way to ease the difficulty of relocation. Commuter ben-
efits may also help retain employees might consider leav-
ing if their commutes lengthened because of a move.
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EMPLOYER SIZE: UNDERSTANDING 
THE TRADEOFFS

In terms of employer size, it is important to recognize the
tradeoffs. In some ways, medium-size to large employers
(about 100 employees or more) are a natural target for mar-
keting efforts on commuter benefits. Employers of this size
often have a benefits or “work life” manager, who serves as
a good point of contact and may champion the idea. Large
employers also create a large employee market for the prod-
uct, so landing a large employer can bring increased participa-
tion and attention to a commuter benefits program. Chapter 6
addresses in more depth the barriers faced by large employers. 

On the other hand, small employers often seem to be more
willing to implement commuter benefits because

• Small employers have fewer layers of decision-making
authority, so it is easier for them to decide to add a new
benefit than it is for a larger employer, where several
parties may be involved;

• Small employers are less likely to have multiple work-
sites, which is a complicating factor; and 

• Small employers face lower overall costs in terms of
administering the program and the actual outlay for
fare media.

In essence, agencies must make tradeoffs prioritizing
which employers to target for promoting commuter benefits.
Small employers may be easier to work with, but they only
bring in a small number of participants individually. Large
employers take longer to implement a program, but they have
the potential to bring in many customers. There is no clear
consensus on the overall cost-effectiveness of targeting small
versus large employers.

EMPLOYERS UNABLE TO MAKE A DECISION

Some employers simply may not be in a position to make
a decision about commuter benefits at the current time. This
is particularly true for 

• Employers facing financial problems or mergers and
• Employers with key positions unfilled (e.g., human

resources or benefits manager).

These employers simply may not be able to implement com-
muter benefits at the current time, and it will probably be
unproductive to spend time to encourage these employers to
adopt a program. It would be better to follow up later when
things have settled down and the company is in a better posi-
tion to think about adding a new benefit.

Case Study: CALIBRE Moves 
to Transit-Friendly Location

CALIBRE, a management analysis and IT solutions firm in
Alexandria, VA, consolidated its two worksites and, in the
process, changed its employees’ commutes. The old locations
had abundant employer-provided parking, but did not offer easy
access to public transportation. After completing a corporate
needs assessment and mapping employees’ home locations,
CALIBRE chose a new corporate headquarters an 8-minute walk
from a subway and commuter train station, but with constrained
employee parking. To reduce parking demands, CALIBRE began
offering $65 in monthly parking cash out ($32.50 to carpool-
ing employees). To help those taking public transportation,
CALIBRE also starting paying $65 a month in transit/vanpool
benefits. Additionally, a free transit station shuttle that runs
throughout the day is available to employees. When the program
began in spring 2001, there was initial interest, but many employ-
ees took a “wait and see” approach and did not enroll. After 
6 months, the program grew to include more than 9 percent of eli-
gible employees and saw increased participation each month. 
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CHAPTER 4

MARKETING MESSAGES AND TACTICS

Effective marketing of commuter benefits requires under-
standing effective messages and approaches for reaching
employers. Although workers are the end users of commuter
benefits, the ultimate audience for the message about commuter
benefits is employers, since employees can take advantage
of commuter benefits only through employer-implemented
programs. 

A “push-pull” strategy has been found to be effective for
this purpose:

• Marketing to employees raises general awareness of the
commuter benefits program and helps to get employees to
“push” their employers to consider offering the benefit;

• Marketing directly to employers serves to “pull” the
employers along by convincing them that implementing
a program is a good idea.

Approaches to working with both employees and employ-
ers are described in the sections below.

MARKETING TO THE GENERAL PUBLIC 
AND TRANSIT USERS

In general, the agencies interviewed all spent far more time
promoting commuter benefits to employers than to the gen-
eral public, in large part because employers have to adopt
programs before their employees can participate. However,
there were some creative ideas about how and why to reach
the general public:

• “Bug your boss” campaigns. Several agencies had ini-
tiated successful campaigns whose message to employ-
ees was, “Ask your boss about commuter benefits.” The
aim of these campaigns is twofold: to raise awareness
among the working public about the existence of com-
muter benefits and to create demand within employers
to learn more about commuter benefits programs. Such
campaigns were usually conducted in conjunction with
the introduction of a regional voucher/pass program. 

• Let the public know when programs change. Major
changes in either the regional voucher/pass program or

the federal regulations (such as the increase in the tax-
free limit from $65 to $100) are good times for a public
information campaign. 

• Means of advertising: station/vehicle advertising,
radio, newspaper inserts. The most popular form of
advertising, because of both the commuters it reaches and
the relatively low cost, is station and vehicle advertising.
One agency that markets vanpools said their most effec-
tive advertising is the agency’s phone number written
boldly on their vans. Far fewer agencies use broadcast
advertising, because of the prohibitive cost, although
radio ads tend to cost less than television and “drive-
time” ads can directly appeal to commuters stuck in traf-
fic. Newspaper advertising was not common; one agency
that represents a local jurisdiction pointed out that the
rates for the major regional paper were too high and that
the local paper’s circulation was not large enough. How-
ever, one agency did use a creative newspaper insert
resembling a yellow Post-it® Note. 

MARKETING TO EMPLOYERS 

Marketing to employers typically involves two components: 

• General advertising that raises awareness about the
commuter benefits program and its advantages (through
paid media); and

• Direct one-on-one marketing through a sales force or
employer marketing team that works with employers to
convince them of the value of a program and helps them
to set one up.

Agencies involved in employer marketing agree that the
most effective method is one-on-one contact with employers.
Employers have such a wide variety of challenges and pro-
grams that it is virtually impossible to develop one or two
marketing pieces that appeal to all employers or address all
potential challenges. 

A challenge to those promoting commuter benefits is
how difficult it is to reach the decision maker at any given
employer. At large employer sites, there is often no single
decision maker to reach; rather the decision and subsequent



implementation programs are hammered out over a period of
time between departments: human resources (HR), payroll,
information technology, management, legal, environmental,
and transportation. Patience and persistence are important;
adding new benefits is not usually an employer’s top priority.

Small employers tend to need information, while large
employers need sustained assistance and follow-up. Small
employers are able to implement new programs quickly once
upper management is “on board,” because they have fewer
decisions to make and fewer people to involve in decision
making. Large employers, on the other hand, tend to require
far more assistance. Often their situations do not lend them-
selves to simple commuter benefits programs. Agencies should
spend more time with these clients, lending support, making
presentations if necessary, and providing suggestions on
developing a program. 

Agencies contact and communicate with employers in var-
ious ways. Some recommendations are as follows:

• Develop partnerships with business groups to reach
employers. Partnerships with business organizations,
chambers of commerce, human resource organizations,
and within the local TDM community (such as with local
TMAs, rideshare organizations, etc.) can help open doors
to a large number of employers. Employers are often
members in these organizations and participate in events.
Local chapters of national human resources organiza-
tions may be very helpful. A list of national organiza-
tions is provided in Appendix H.

• Target advertising to employers. Most agencies main-
tain extensive databases of employers and use them as
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a basis for mailings or “blast” e-mails with updates or
information. 

• Create marketing materials that “speak employers’
language.” Marketing materials should be written spe-
cifically for a business audience, with a high level of
professionalism and design. They should include local
reference information and be updated as frequently as
necessary. 

• Maintain a good web site. All of the agencies inter-
viewed had web sites. Web sites should have good links
both outside (i.e., who can link to your site?) and inside
(does it link to other useful sites?).

Finding the Right Person

Locating the right person within an employer can be chal-
lenging. Often there is no one “right” person, particularly for
large employers, because the decision to implement com-
muter benefits may involve a number of departments. How-
ever, the following suggestions may be of use:

• At larger employers, the best person is generally the
Human Resources Manager. An HR manager is gen-
erally the person most likely to raise the possibility of
adding a new benefit, even if the ultimate implementa-
tion and administration is done by a benefits or payroll
specialist. At a few large employers, a program may be
administered by the facilities coordinator, with respon-
sibility for maintaining parking. At universities, in addi-
tion to an HR department, generally there is a parking
and transportation division that implements transporta-
tion policies. 

• At smaller employers, target upper management.
At small employers, the idea to implement commuter
benefits often comes from upper management. At such
employers, it can make more sense to market to com-
pany owners, managing partners, chief executive officers
(CEOs) or partners. They can make a decision quickly,
since there are fewer separate departments involved and
fewer implementation decisions.

• Identify a potential “champion.” Many agencies
reported that the presence of a “champion,” meaning a
person who supports the idea of commuter benefits and
works to keep the project moving forward, is key in win-
ning support. Of course, a “champion” is not an official
position, but if a person contacted shows enthusiasm for
the idea, it may be worth working with that person regard-
less of his/her official position within the company.
Champions are generally transit or vanpool users them-
selves and can, therefore, serve as advocates for non-
automobile commuting.

• Update contact lists frequently. Contacts within an
employer may change often with job turnover. Agencies
should make a special effort to keep their lists updated.

Case Study: RIDES for Bay Area Commuters 
and Employer Outreach

RIDES for Bay Area Commuters (RIDES) is a private, non-profit
commuter assistance organization with a contract from the met-
ropolitan planning organization (MPO) to conduct employer out-
reach for all commute alternatives in the nine-county San Fran-
cisco Bay Area. RIDES has a staff of seven working on employer
outreach: a director, a marketing manager, four account repre-
sentatives, and one regional promotions coordinator. RIDES
maintains an employer database of 5,000 employers and sends
them a quarterly mailing (one of which is a survey to ensure that
information is kept updated). Employers can participate in RIDES
workshops, which are occasional meetings held on particular
topics throughout the Bay Area, or network meetings, held quar-
terly at RIDES’ Oakland office. 

Although many employers find RIDES through word of mouth or
via local organizations such as chambers of commerce, RIDES
also does occasional cold-calling, especially to targeted loca-
tions (for example, a new business park). They also participate
in transportation fairs, but they do no mass market advertising
due to budget constraints.



Selling the Benefits

Once the employer and the right person have been identi-
fied, it is important to talk about commuter benefits in such a
way that interests the particular employer. Not all employers
have the same interests or problems; indeed, many employ-
ers probably either do not see how their policies encourage
solo driving, or do not think of it as a problem. (One agency
characterized this issue as, “Selling the unwanted to the
unaware.”) Suggestions for selling the idea of commuter
benefits include

• Presenting the issue as an employee problem that
employers can help solve. Some agencies’ marketing
materials emphasize the stress and exhaustion associ-
ated with employees’ daily commute. Driving may make
employees less productive and likely to look for work
elsewhere. Employers can help employees eliminate the
stress of fighting traffic by making it cheaper for them
to ride transit or vanpools, which results in more pro-
ductive employees. 

• Identifying what matters to employers. Employers
are motivated by different factors—a good marketer will
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emphasize those aspects of commuter benefits that appeal
to the individual employer and state these benefits in
business language. According to the research, the most
commonly cited reasons for implementing commuter ben-
efits are (1) encouraging transit/vanpool use, (2) recruit-
ment and retention of employees, and (3) the fact that
commuter benefits are low-cost benefits. 

Potential marketing messages include the following:

• Commuter benefits reduce the need for parking. If
an employer has a parking shortage, due to either rapid
growth or external parking restrictions, the ability to
decrease the demand for parking may be a large entice-
ment to offer commuter benefits. For some employers,
this may reduce employees’ frustration with limited park-
ing; for some with severe problems, this may save a
considerable amount of money if it eliminates the need
to purchase or lease additional parking spaces. If
employers need to reduce parking demand because of
trip reduction regulations, commuter benefits may allow
them to achieve their targets without any other incen-
tives. Generally, employer-paid benefits will promote
this goal better than pre-tax benefits, since employees
are more likely to change modes with employer-paid
benefits.

• Commuter benefits are an aspect of good corporate
citizenship. In areas with increasing congestion and air
quality problems, employers can be good corporate cit-
izens by encouraging their employees not to drive. (Sev-
eral employers interviewed in the Minneapolis/St. Paul
area specifically named this as a primary reason for start-
ing their programs.) 

• Commuter benefits help the environment. The research
showed that the majority of employers do not respond to
environmental messages, but for those that do this is an
important concern. Commuter benefits are a simple, con-
crete step that employers can take to improve air quality,
reduce fossil fuel use, and reduce greenhouse gases.

• Commuter benefits aid recruitment and retention
efforts. When employers are competing for workers in
a strong economy, any additional or unusual benefits
can help them recruit and retain good employees. Sev-
eral employers mentioned during the interviews that
commuter benefits helped make them “employers of
choice” and set them apart from other employers. HR
and benefits managers are usually keenly interested in
what other employers in similar fields are offering their
employees in the way of benefits. 

• Commuter benefits are low cost compared with other
benefits. Compared with other widespread benefits such
as health insurance, commuter benefits are fairly inex-
pensive for employers. This is especially true for pre-tax
benefits, which entail only administrative costs.

Case Study: Arlington Transportation Partners 
and Business-Oriented Marketing

Arlington Transportation Partners (ATP), the employer services
division of the Arlington County (VA) Commuter Assistance Pro-
gram, uses a business-oriented and technology-driven approach
to reach employers. Their philosophy is that commuter benefits
must be able to hold their own in the marketplace through supe-
rior communications and convenient services. Outreach staff
use three main sales and support tools:

Commuter Benefits Resource Guide—a print sales kit listing 
commuting-related business problems and solutions, potential
levels of participation, case studies of business benefits and man-
agement quotes, employer sign-up sheets and worksheets.

Commuter Choice: Where Commuting Means Business—a
CD-ROM and Internet communications system that packages
Commuter Choice with multimedia sales presentations for man-
agement, HR, and commuters, a detailed Guidebook, and a com-
prehensive resource of all transportation options in the region,
including links to all transportation Web sites and online sign-
up and service delivery options. Multimedia presentations can
be customized for different audiences.

CommuterDirect Corporate Services—an automated online sys-
tem for easy administration of the commuter benefits by employ-
ers, including direct delivery of tickets to commuters by mail
and automatic monthly renewal or easy online adjustment of the
ticket order. (This service was added since the original interview
took place.)



• Commuter benefits may provide tax savings. Empha-
sizing employers’ tax savings may or may not be an
effective marketing message. More than one-half of
employers interviewed for this project did not experi-
ence any net savings, because the tax savings are offset
by the administrative costs of maintaining the benefit.
However, a minority of employers found tax savings
substantial enough to re-invest in the program. Whether
a company finds commuter benefits programs to be a
savings, to be a cost, or to come out even, depends not
only on whether the company provides an employer-
paid benefit (which is always a cost to the employer) but
how much time and money its administration takes and
the total number of employees taking advantage of the
benefit. If the employees pay with pre-tax income, a typ-
ical employer will save less than $7.65 monthly per par-
ticipating employee. While this is a savings, for most
employers it is not a windfall.

Agencies should be careful about representing potential
savings accurately and fairly. Several employers noted that
they received marketing materials with the phrase “free tran-
sit,” when of course it is free to the employee only when the
employer incurs a cost. This tends to turn some employers off.
For example, one employer told us that the program “. . . gets
marketed too often as, ‘it will cost you nothing, and it saves
you all this money,’ and that is not always true. There are
costs. They are not huge, but they all have to be budgeted
somewhere.” While agencies should avoid selling commuter
benefits programs as “free,” they should also bear in mind
that employers are concerned with costs and appreciate infor-
mation on the topic. For example, agencies could prepare
several case studies showing employers how costs vary
depending on the type of program selected.
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Maintaining Employer Contacts

Maintaining contact with participating employers is almost
as important as working with new employers. Agencies should
keep in touch with their employer contacts to track contact
turnover and ensure that programs continue despite staffing
changes. Agencies can also keep employers updated with
occasional mailings (either written or electronic), by sponsor-
ing workshops and networking events, and by making presen-
tations at transportation fairs or other related events. 

Another important reason to maintain visibility with
employers is that commuter benefits programs may lose par-
ticipation without frequent promotion. Although employers
tend to include information about commuter benefits in new
employee orientations, employees who do not initially sign
up for commuter benefits may wish to take advantage of
them later, for several reasons:

• Commuter benefits may start out as something unusual
that only a few employees initially take advantage of,
but, through word of mouth, the benefits may become
more popular. Employees who would not initially con-
sider riding transit or vanpools may hear positive word-
of-mouth from colleagues about the program and sign
up later.

• Employees move, so their commute patterns change.
After moving, an employee who drove alone may find
himself or herself able to ride transit or a vanpool. Such
employees will be more likely to consider this option if
they have heard regular messages about the employer’s
commuter benefits program. 

• Employers move, so transit and vanpool use may become
far more likely. Some employers even increase their level
of commuter benefits after a move, to ensure that employ-
ees are not financially disadvantaged by commuting to a
new location. An employer move is an excellent time for
a major promotion event. 

Agencies should appreciate the importance of recognizing
employers with good programs as well as the employees who
participate in them. Some examples of recognition include
regional commuter awards programs and small promotional
items such as pass holders, travel mugs, or coupons for local
merchants (these could be distributed to employees as awards
or at transportation fairs). Although such recognition is gen-
erally fairly low cost to the agency, it can be an effective way
to publicize the regional program and win goodwill among
employers.

Case Study: Commuter Choice Leadership Initiative

The U.S. EPA and the U.S. DOT have established a voluntary
National Standard of Excellence for employer commuter pro-
grams. Participants in the Commuter Choice Leadership Initiative
(CCLI) agree to meet this standard—which includes providing
a financial incentive to employees, as well as other supporting
services—and in return can use the term “Commuter Choice
Employer.” Transportation agencies promoting commuter ben-
efits may want to tell employers about the potential for national
recognition through CCLI. For more information on CCLI, see
www.commuterchoice.gov.
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CHAPTER 5

UNDERSTANDING EMPLOYER DECISION MAKING 
AND PROVIDING TECHNICAL ASSISTANCE

This chapter focuses on what to do beyond marketing.
When it comes to getting employers to implement commuter
benefits, more must be done than simply convincing them it
is a good idea. The commuter benefits marketer often needs
to become an implementation support expert to help guide
the employer through the sometimes complex process of set-
ting up a commuter benefits program. 

EMPLOYER DECISION MAKING 

Understanding employer decision making is key to being
able to provide useful technical advice. The decision tree
(shown in Figures 2 through 5) illustrates an employer’s 
decision-making process. Because every employer and pro-
gram is different, it is impossible to cover all the potential per-
mutations in a single diagram, but this decision tree at least
illustrates some of the major decisions and factors to be con-
sidered. The decision tree is 

• Strategic. Employers must first decide whether com-
muter benefits are right for them, which involves
assessing their employee demand for benefits and
whether their location lends itself to the use of these
benefits by employees. In addition, multi-site employ-
ers must, in this phase, decide whether to investigate
implementing commuter benefits at all locations, some
locations, or only one location. At this point, senior

managers and HR staff are probably the most involved
in the decision-making process. 

• Financial. An employer must next consider issues that
affect the bottom line: what types of programs are to be
implemented, and who will pay for them? At this point,
budget staff may also be involved, because the costs vary
greatly depending on the option the employer selects. 

• Administrative. Once the basic outlines of the pro-
gram are in place, staff in HR, benefits, and payroll
must decide exactly how the programs will be imple-
mented. These decisions include how to offer the ben-
efits (i.e., passes, vouchers, or cash reimbursement),
how and how often to enroll, and day-to-day adminis-
tration. 

• Marketing and Monitoring. Finally, before rolling out
the program, the employer should decide how to market
it to employees (for both the launch and continuing), as
well as how to measure success. 

Although the decision tree shows a relatively straightfor-
ward decision-making process, for many employers the
process is anything but. A number of decisions must be made
that involve different levels of responsibility, and the
answers to one question do not necessarily clarify other ques-
tions. Employers may need different types of information
during the process. Because of these complexities, many
employers require one-on-one assistance in developing pro-
grams. Figures 2 through 5 may be useful in helping employ-
ers to develop and implement a program that fits their spe-
cific needs and goals. 
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If you want to:
 • Reduce parking demand

 • Improve benefits package

 • Reduce vehicle trips

 

 

 

N o t s u re

 

 

 

• Location near transit

• Employees ride transit 
 or use vanpools 

• Paid parking 

Ye
s

Issues to consider:
• How do parking and transit availability and cost differ among sites? 

• Is it more fair to give all employees equal dollar amount, or equal percentage?

• Will program be centrally run, or will branch locations run their own programs?

 

 

 

Should we have a  
commuter benefits  
program?

Are commuter  
benefits applicable  
to our location and  
workforce?

Fo r  m u l ti - s i t e  
em p lo yer ,   s h o u ld  
we  h a v e  a  p r o g r a m  
a t  a l l  s i te s ,  o r  
on ly s o m e ?

Ye
s

Yes

May want to conduct  
survey to find out extent 
of employees’ interest 
and whether they would 
use benefits

N o

N o

Yes

N
o

For multi-site  
employer, should  
we have a program  
at all sites, or  
only some?

Revisit the issue 
periodically 
  

  

  

• Employer moves 
• Employee profile changes
• Parking issues develop

Figure 2. Strategic decisions.
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What kinds of programs
should we implement?

Parking cash out Transit/vanpool
benefits

Parking benefits

• Helps reduce 
 parking demand

• Location
 near transit

 agency program 
 exists

• Regional transit

• Good vanpool 
 potential
 

 • Have paid parking 
• Combine with transit/
  vanpool benefits if 
  employees use park-
  and-ride

SharedEmployer Employee

Costs/
Participation

Highest cost to 
employer, but also 
highest potential 
participation

In-between Lowest cost to 
employer (may even 
save money on 
payroll taxes), but 
lowest potential 
participation

Best for 
employers 

who:
Want to reduce 
parking demand 
or expand benefits
package

In-between Want to reward 
employees already 
using transit or 
enhance benefits 
package

How much does 
employer pay? 

Consider:
 Average cost of transit
 Need to reduce parking demand
 Can a transportation allowance equalize 

    benefits among walkers, carpoolers, and bicyclists?
 Cost of parking
 Trip reduction goals

• 

• 

• 

• 

• 

Who pays?

Work with payroll 
to set up pre-tax 
deduction system

May combine 1, 2,
or all 3 programs

Figure 3. Financial decisions.
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• 
•

 •

 

 

How to 
provide 
benefit?

Cash reimbursement
Best when there is 

 

no regional pass or voucher 
    available or there are

multiple worksites; 
Tax law may restrict applicability

What denominations to 
purchase?
What is monthly fare?
What is highest transit/vanpool 
cost to any employee?

How often can 
employees
enroll?

Less frequently: Easier to administer, but less employee flexibility
More frequently: Employee can change commuter mode with seasons, 

   but harder to administer

How will 
employees 
enroll?

Paper forms

Passes
Best when region is served 
by a single transit provider 
or regional pass 

How to monitor?
Honor system (employees sign 
statements)
Receipts (only works where transit 
system issues receipts)

Vouchers
Best when employees use 
several different 
transit/vanpool providers

Online
Easier for office with 
widespread computer 
access

Develop online registration

Who will 
administer 
the program?

Develop and distribute forms

External Third-Party 
Benefits Administrator
Makes sense for large and 
multi-site employers, but 
entails additional costs

Internal
Makes sense for smaller, 
single-site employers; will 
probably involve cooperation 
between HR, payroll, IT

 Most employers use 
whatever means they 
have developed for 
other benefits 
enrollment

How to distribute passes 
or vouchers?

 
At single worksite: central point 
At multiple worksites: Distribute 

 with paychecks, inter-office mail, 
   mail to employees homes

Figure 4. Administrative decisions.
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Program Launch Continued marketing

Some ideas include:
Flyers
Posters
Transportation fairs
Web site
Blast voice-or e-mail
Annual benefits 

  enrollment

Some ideas include:
New employee orientation
Annual transportation fairs
Commuter awards programs
Annual benefits enrollment process

How should we 
measure results?

Program goal

 • 

• 

• 

• 

Reducing parking demand

Trip reduction

Recruitment and retention

Employee satisfaction

Percentage increase 
  in employees not 
  driving alone

Change in retention 
  since program was 
  implemented

 

 

 

Number of employees 
  parking and/or 
  purchasing permits

 

 

 

Parking counts or counts 
    of vehicles entering 
    parking area

HR or personnel data

Employee survey

How should we 
market the program 
internally?

How to measure success How to compile the data

•

•

•

•

•

•

•
•

•
•
•
•

•
•

•
•

Figure 5. Marketing and monitoring decisions.



HOW TO HELP THE EMPLOYER

Identify Reason(s) for Implementation

For programs to be successful, employers should clearly
identify the goals of their programs. For some employers, the
goal may be to reduce the demand for parking; for other
employers, the goal may be to reduce employee turnover.
Identifying why the program is being implemented can also
lead to the basis for a cost-benefit analysis, which several
employers said was important to their internal planning
processes. 

Agencies can market commuter benefits more effectively
by identifying employers’ program goals and by emphasiz-
ing that commuter benefits can help solve particular prob-
lems. 
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Research Program Options

Successful commuter benefits programs are generally
developed with full information in hand. The research
showed that employers who understood the various options
tended to be more satisfied with their programs than those
who were confused about certain aspects of the programs.
The tax issues tended to be the source of most of the confu-
sion; agencies should be sure that they can explain these
issues clearly to employers. 

Anticipate Potential Problems During Planning

Employers should consider potential problems during the
planning phase, so they are not faced with having to make
changes shortly after implementation. For example, several
employers said that they did not consider equity issues dur-
ing planning and were faced with backlash from employ-
ees—solo drivers as well as bicyclists, carpoolers, and peo-
ple who walk to work—who could not take advantage of the
new benefits. Others did not anticipate that employees would
change commute modes depending on the weather, and,
therefore, changed their programs to allow employees to
make new elections more often.

Meet Employees’ Needs

Successful programs depend on employee participation,
but a program that does not consider employees’ needs will
not attract much participation. A pre-implementation
employee survey may be a good tool for employers to use to
identify their employees’ preferences and needs in terms of
pre-tax set-aside amounts; flexibility to come in and out 
of the program (so they can change commute modes with 
the seasons); desire for vouchers, passes or cash reimburse-
ment; fixed-dollar value versus percentage; and transit/
vanpool/parking benefit options. Survey questions might
include

• How do you currently get to work? (Give choices for
each day of the week, and ask employees to report their
commuting behavior for the past week.)

• Do you commute by a different mode during other times
of the year?

• If you commute via transit or vanpool
– What is your average monthly cost? 
– What transit or vanpool provider(s) and mode do you

use?

Case Study: Lawson Software, a Satisfied Customer

Lawson Software, a software firm in Minneapolis, Minnesota,
reported no barriers to implementation and a high level of satis-
faction with the program. The program was suggested by upper
management to ease their move from a suburban to a downtown
location and consists of pre-tax transit benefits and pre-tax park-
ing, as well as participation in the regional Metropass program.
The firm found it simple to modify its payroll processes and is
pleased with the employer tax savings. Employees’ satisfaction
may well be helped by the $35/month parking subsidy that the
company also provides.

Involve All Affected Departments

In developing a commuter benefits program, employers
should get input from the various departments that may be
affected. Keeping all departments informed during the
process generally leads to a smoother implementation
process and a clearer understanding of responsibilities.
Although agencies generally deal with one contact person, it
is important to remember that, within an organization, many
departments may be involved in the decision-making
process: management (for cost and policy issues), payroll
(for implementation of subsidy and pre-tax programs), trans-
portation or facilities management (for parking issues),
HR/benefits (for the introduction of a new benefit), and legal
(for tax issues). Especially for employers who already have
transportation programs (e.g., paid parking or parking
restrictions), it is important to involve all departments
affected in order to ensure that the program as a whole works
well.



• If we were to offer a commuter benefit of $X to all
employees, would you use it? Why or why not?

• If we were to offer a commuter benefit of X percent to
all employees, would you use it? Why or why not?

• If we were to allow employees to use pre-tax income up
to $100 to pay for transit or vanpool expenses, would
you do it? Why or why not? 

Minimize Administration for Employer

Employers fare better with programs that are easy to
administer. Generally, in choosing between vouchers or
passes and cash reimbursement, employers selected the
option that appeared to them to be the most straightforward.
There was no correlation with vouchers/passes versus cash
reimbursement and employer satisfaction as reported on the
survey. However, if a program is simple to administer, the
chances for it surviving a change in personnel or manage-
ment are greater than if the program is complex. 

Larger employers tended to avoid the administrative prob-
lems by using third-party benefits administrators to manage
their programs. 

Simplify Participation for Employees

Programs not only must meet employees’ needs, but they
must be easy to participate in. Enrolling, obtaining benefits,
and changing preferences must all be simple for employees.
What is simple varies from employer to employer; for exam-
ple, office workers with desktop computers may find online
enrollment to be simplest, whereas staff in a retail store may
prefer a form distributed with their paychecks to be simplest.
The most complex programs for employees to participate in
seemed to be the cash reimbursement programs, because of
the need to both reserve pre-tax income and request reim-
bursement on a regular basis. 

Market Continually

If a program’s success is directly tied to employee partic-
ipation, all employees must be reminded of the program’s
availability. Employees who take a wait-and-see attitude
may be persuaded later on to try transit or vanpooling when
they see their colleagues having good experiences. Agencies
can help employers in this regard by sponsoring transporta-
tion fairs, providing marketing materials, and encouraging
employers to sponsor programs that raise awareness of com-
muter benefits, such as awards and prize drawings.
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Not all successful employer programs look alike. A suc-
cessful program meets the particular needs of the employer
and employees, which vary widely among employers. Some
potential indicators of a successful program are

• Employee satisfaction. Many employers emphasized
employee satisfaction as a measure of success. Satis-
faction is integral to the main goal of recruitment and
retention. For example, one commented that “Those
employees that participate, enjoy it and appreciate the
program.” Another said their program “. . . makes us
competitive for hiring in some locations.” Employee
satisfaction is important to most programs, because if
employees do not participate, none of the other goals
probably will be reached. Employers can gauge
employee satisfaction through both formal and infor-
mal feedback (such as employee surveys or com-
plaints). 

• Level of employee participation: Disappointed
employers often commented on the lack of participa-
tion; for example, one company said about their pro-
gram, “It hasn’t been as successful as we had hoped.
Many employees indicated they were interested but
only a third of those actually signed up.” If employees
do not sign up for the program, other program goals can-
not be achieved. However, participation may rise or
decline over time; the number of participants enrolled
right after implementation may rise with positive word
of mouth or fall if employees find that transit and van-
pool options do not meet their needs.

• Reduction in parking demand. Some employers
implement commuter benefits programs with the spe-
cific goal of reducing parking demand by employees.
One university said, “The program has been successful
at increasing transit ridership and is beginning to raise
awareness (of alternative commuting) within the . . .
community.” A municipality called their program suc-
cessful “. . . since we immediately had seven employees
interested in vanpooling, and they followed through and
formed a vanpool.” Another university who shared the
same goal was disappointed in their program, saying,
“The program didn’t change driving habits (so it) needs
to be rectified.”

• Ease of administration. Many employers felt that part
of the program’s overall success was a low level of
administrative difficulty. One small employer said that
they were, “. . . happy about . . . the ease of (the) imple-
mentation process.” Programs that are simple to admin-
ister are generally more easily accepted by payroll and
benefits staff. 



• Cost. Whether a program is successful in terms of cost
depends on the program implemented. A few employ-
ers experience cost savings on their payroll taxes, which
they consider successful. For other employers, breaking
even is an important goal. One employer told us, “The
rule of thumb we try to use was what . . . (we) would
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save in FICA tax is about what (the) program should
cost . . . It is not a cost-free program, but hopefully it
balances out.” However, many employers deem their
programs successful even if they cost money, because
other goals are more important.
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CHAPTER 6

BARRIERS AND HOW TO OVERCOME THEM

Identifying barriers that employers encounter and learn-
ing how to overcome these barriers helps agencies better
serve employer clients. Not surprisingly, the largest employer
barrier is a lack of transit or vanpool options. Where transit
and vanpool options are available, however, employers still
encounter a wide variety of barriers. Given the differing cir-
cumstances in which employers craft their programs, pre-
dicting which barrier a particular employer may encounter is
difficult. However, several trends can be identified:

• Large and multi-site employers encounter more bar-
riers than small employers. Large employers (more
than 1,000 employees) face more barriers when setting
up commuter benefits programs than do smaller compa-
nies (fewer than 1,000 employees). The research team
found that small employers generally encountered one
or two barriers, but large employers often faced five or
six.1 It is important for agencies to work closely with
large employers and to be patient. 

• Employer attitude makes a big difference. Employer
representatives often credit the ease or difficulty of
implementing their programs to the attitudes of particu-
lar individuals within their companies. At small employ-
ers, the support of upper management was, on several
occasions, noted to have been the key factor in imple-
mentation, while at some large employers, uncoopera-
tive persons in key positions were blamed for the 
program’s difficulties. Perceived barriers to implemen-
tation, such as anticipated administrative costs, can be
as influential as real barriers. 

• Most employers encounter some barrier. Very few
employers reported that the implementation of com-
muter benefits went entirely smoothly; most encoun-
tered some problem. However, it would be nearly impos-
sible to predict from an employer’s profile which barrier
will be encountered. Therefore, agencies must under-
stand the barriers employers may face and the strategies
that can overcome such barriers and be willing to work
with employers to determine how the barriers affect that
company. 

• There are no “one-size-fits-all” solutions. Because of
the various circumstances and possible programs,
employer commuter benefits programs vary widely.
Thus, it is important to work one on one with employ-
ers to explore the specific issues associated with each
potential implementer. In addition, general information
about how to implement commuter benefits may have
limited usefulness to most employers.

Employers reported encountering the following barriers (the
most common barriers are presented first):

• Administrative Issues
• Costs
• Equity
• Understanding How Benefits Work
• Developing Policies and Procedures
• Concerns about Cheating
• Convincing Upper Management and Other Departments
• Developing Marketing Materials

The sections below discuss each barrier in detail and pro-
vide agencies with specific suggestions on helping employ-
ers overcome these barriers.

ADMINISTRATIVE ISSUES

Administrative issues—what most employers called “has-
sle”—are most common among employers who have decided
to implement commuter benefits. About one-half of employ-
ers encountered administrative barriers, such as

• Internal coordination. Often many departments need
to be involved in the implementation of the program.
Particularly for large employers, the logistics of dele-
gating responsibility for program development and imple-
mentation and obtaining agreement from all affected
departments can be problematic. Often in these situa-
tions, no one employee has the authority to decide to
implement. Rather the decision must be made collec-
tively, with several departments agreeing that the benefit

1 There were not enough employers surveyed to break employers down into small,
medium, and large categories and still draw meaningful results.



is a good program and that their staffs can assume the
additional work needed to implement the program. The
more departments involved, the more people who need to
be educated about the benefit and all its complexities. 

• Working with payroll staff. For companies that han-
dle payroll internally, the payroll department will be
responsible for setting up an employer-paid program
or new deduction codes for pre-tax expenses. Employ-
ers reported the following payroll issues:
– As a Section 132 benefit (versus 125), the deduction

must be developed differently in the payroll system.
– Because 132 allows employees to leave or enter the

program at any time, payroll personnel are often reluc-
tant to take on a program that may require continual
coding adjustments. However, employers can reduce
the frequency of elections to minimize the number of
changes made to enrollments. 

– Some payroll systems are old and the software sys-
tems are “maxed out.”

– At larger companies, site-specific benefits may be
complicated to add to the payroll system.

– At larger companies, the complexity of the payroll
system means that any changes, no matter how seem-
ingly simple, require a great deal of time and effort to
implement. Often employers are too short-staffed to
dedicate this time and effort.

• Merging commuter benefits with existing programs.
Many employers already have transportation programs
of various types, and it is not always obvious how to
implement a commuter benefits program on top of exist-
ing programs. For example, employers with differential
parking rates could have trouble deciding at what amount
to subsidize commuter benefits. Employers that already
offer a partial transit or vanpool subsidy may also have
difficulty blending this with a pre-tax program. Blend-
ing the employer-provided vouchers with the employee-
purchased vouchers can add to voucher handling and
distribution difficulties.
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• Distribution. For multi-site employers, distributing
vouchers or passes to employees can be problematic,
particularly if the voucher or pass provider mails them
to a central location. Unlike the administrative problems
outlined above, this one is related to ongoing adminis-
tration, not the implementation phase. Specific issues
involved with distribution include the potential for passes
or vouchers to be lost; the cost of mailing; the time
needed to bundle vouchers in the correct denominations
for distribution; and concerns about safe handling of
large quantities of vouchers and passes.

• Obtaining Fare Media. National employers often must
work with more than one voucher provider or regional
pass entity, thereby adding complexity to an already
complex system.

Administrative issues are most significant during the
decision-making and implementation phase and decrease once
the program is operating. Several employers reported that after
the problems establishing their programs, they feared that
administration would be equally difficult, but that these fears
were not realized; the programs actually ran very smoothly.
Testimonials such as this may be of use to employers wrestling
with the development of a program. Once up and running,

Case Study: Caterpillar and the 
Internal Coordination Problem

Caterpillar, an equipment manufacturer with headquarters in
Miami, FL, was the employer in the survey that required the
most internal coordination. Staff reported involving the follow-
ing departments in their commuter benefits discussions: HR,
Benefits, Transportation, Parking, Management, Legal, Environ-
mental, and Public Affairs. With so many people involved, even
scheduling a meeting can take weeks. The involvement of envi-
ronmental and public affairs staff helped the company sell the
benefit internally, thus supporting Caterpillar’s goal of becoming
more environmentally friendly.

Third-Party Benefits Administrators

Many large employers find that they can minimize their administrative effort by hiring third-party benefits administrators (often short-
ened to TPA) to run their commuter benefits programs. Several employers even said that they had gotten the initial idea to have a pro-
gram through their TPA. TPAs can perform the following services:

• Enroll employees. TPAs can set up enrollment systems for employees and track changes in their elections. 
• Order and distribute passes or vouchers. Multi-site employers, who would potentially have to deal with multiple pass or voucher

providers, can use a TPA to work with multiple vendors. TPAs can also ensure that passes or vouchers reach employees, in some cases
mailing them to employees’ homes.

TPAs generally charge some type of percentage fee for their services. A few TPAs work primarily with commuter benefits programs;
others administer a wide range of benefits programs. A list of TPAs that operate nationally is provided in Appendix J. This list is not
meant as an endorsement of particular firms; it is provided for information only.



employers reported that program administration took as lit-
tle as a few hours per week for small employers to five full-
time equivalent (FTE) for a major university with one-half
of its 10,000 employees enrolled. The amount of time varies
based on the type of regional pass/voucher program, the geo-
graphical span of the program, enrollment policies (i.e., how
often can employee make elections?), distribution mechan-
ics, and whether the program uses cash reimbursement or
vouchers. Because these factors vary so widely, the research
did not lead to the development of a “rule of thumb” about
the amount of time needed to administer commuter benefits
programs. 

How to Help 

Agencies may be able to assist employers with overcom-
ing administrative barriers in the following ways:

• Offer to meet with people from several departments.
Agencies can suggest the range of possible staff posi-
tions that might need to be involved in setting up the
program and can offer to meet with everyone at the
same time so that the contact is not responsible for
explaining the program within the employer. Agencies
should be willing to speak with all departments, such as
upper management and payroll, even if it means repeat-
ing the message several times to the same client. 

• Consider employer’s particular situation. Although
case studies of other employers are often extremely help-
ful, it is important to consider the individual employer’s
needs. Blending case studies and anecdotal information
from other employer experiences with finely tuned con-
cern for the client’s unique situation is a good strategy
for working with employers’ complex situations. 

• Suggest a third-party administrator. Without recom-
mending a particular administrator, agencies may want to
give employers contact information for the third-party
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benefits administrators operating in the area. Although
such administrators charge fees, they may cost less than
if the employer administered the program. A short list of
national third-party administrators is in Appendix J.

• Suggest regional voucher programs. In an area with
multiple transit service providers, agencies should sug-
gest using a regional voucher if one exists. This relieves
the employer of the burden of dealing with multiple
providers. The more the agency understands how the
voucher program works, the easier it will be for the
employer.

COSTS

Employers can incur three financial costs, as outlined
below:

• Costs of employer-paid benefit. Employers that subsi-
dize employees the full tax-free amount allowed under
the law will incur significant ongoing costs, depending on
the number of participating employees and the amount of
the subsidy. 

• Ongoing administrative costs. These may include
voucher fees, administrative costs to run the program
(for example, salaries for benefits or payroll staff, mail-
ing costs, and program marketing), and program track-
ing and evaluation.

• Start-up costs, including outside review. Some employ-
ers seek outside assistance from lawyers and CPAs on
whether their programs meet all applicable regulations.2

While agencies often wisely advise employers to consult
their tax advisors, they should be aware that employers
may find this an expensive proposition. 

Agency perceptions did not match employer perceptions
about cost. Many agencies that promote commuter benefits
believe that cost savings are a key motivator for employers.
As such, many agencies emphasize the potential tax savings
that employers can achieve. In contrast, employers often
reported that the tax savings were insignificant and/or offset
by administrative and start-up costs. While payroll tax-savings
is an important aspect of commuter benefits programs, agen-
cies should not oversell the program as a “money saver” to
employers. 

The research did not find a “rule of thumb” regarding
employer administrative costs, as these costs vary based on
program components, employer size, and required adminis-
trative time.3

Case Study: City/County of San Francisco 
and Multi-Site Voucher Distribution

The City and County of San Francisco began using Commuter
Check, a regional voucher, because of the many transit agencies
serving the city. However, city employees work at over 100 sites,
making distribution of vouchers a “logistical nightmare,” accord-
ing to a representative. Their solution: Five locations throughout
the city where employees could pick up vouchers in person, and
a contract with a third-party administrator who mails vouchers to
employees’ homes. The city estimated that it spends $5.40 per
month per employee on administrative costs, but the savings on
payroll taxes exceeds this cost. Additionally, the 2,500 employ-
ees enrolled serve as a testimonial to the city’s “Transit First”
policy.

2 One employer cited a cost of $40,000; this may be an extreme case.
3 Although the written survey included a question about administrative costs, most

employers did not have a figure available, since they do not break out commuter ben-
efits administration costs separate from other benefits programs.



How to Help 

• Public financial incentives. Several agencies run incen-
tive programs to encourage employers to “test-drive”
commuter benefits programs without incurring signifi-
cant costs. For example, one agency subsidizes all
voucher purchases up to 1 year, after which employers
are required to purchase the vouchers themselves for an
equal amount of time. Incentive programs may be a
good way to attract employers who might not otherwise
try the program due to financial concerns. They may
well find more employees than they expected using the
benefit, which may convince them to continue enroll-
ment at their own expense.

• In-house tax expertise. Although most agencies cannot
afford to make legal counsel available to employers
with tax questions, they can develop enough in-house
expertise to answer some of the more basic questions
that employers may have. This is especially important
in regions or states with other regulations that may affect
employers’ decisions, such as state tax credits or local
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trip reduction requirements. However, agencies should
be careful about wording such advice and perhaps pro-
vide a disclaimer about the importance of consulting
legal and/or tax professionals as appropriate.

• Calculator tools. The first question many employers ask
is, “What will this cost?” One useful response is to pro-
vide the employer with a calculator tool, which is an
interactive paper- or web-based form that allows employ-
ers to input specific information and generate an esti-
mate of anticipated costs. Calculators can range from the
simple to the fairly sophisticated. The largest unknown
for many employers is probably the number of partici-
pants; agencies should be ready to discuss this issue
with employers and provide estimates based on the expe-
riences of similar companies. It should be clear to the
employer that the tool provides only an estimate, not an
exact figure; however, many employers will find this
useful if they prepare a cost-benefit analysis.

The web-based Business Benefits Calculator, devel-
oped by EPA, provides an estimate of employee par-
ticipation based on similar employers. This calculator
tool is available at www.commuterchoice.gov/resource/
calc.htm. 

• Emphasis on recruitment and retention. Although
the costs of employer-paid commuter benefits can be
easily quantified and may appear prohibitively expen-
sive, commuter benefits can pay off in other ways.
Remind employers that recruitment and retention are
expensive components of maintaining a high-quality
workforce and that commuter benefits may help save
costs in this area. This may be especially important to
employers with high turnover or those in industries
where the labor market is fairly tight. 

• Pre-tax possibilities. If employers cannot afford to sub-
sidize the benefit themselves, they may still be able to
implement a pre-tax employee-paid program. This still
benefits employees without incurring high costs to the
employer. 

EQUITY

Some employers find that equity concerns are a barrier,
either before or after implementation. Equity concerns can
arise in several situations:

• Between sites. This obviously constitutes a barrier only
for multi-site employers, but it can become a serious one.
Generally it becomes a problem if different sites have
widely varying commute possibilities; for example, one
site is located downtown, whereas another is in a subur-
ban location, accessible only by an infrequent bus. While
the employer could offer the benefit to employees at both
locations, obviously only employees at the downtown
location will make much use of it. The employer then
faces the question of whether or not to somehow try to
equalize benefits across sites. Often the availability of

Case Study: Abt Associates and Programs 
Tailored to Multiple Sites

Global research and consulting firm Abt Associates has its head-
quarters in Cambridge, MA, and offices in six other locations.
The different locations have varying commuter profiles, and it
took Abt significant time to decide how to apply commuter ben-
efits fairly to all sites. The sites have different parking charges
and levels of transit accessibility, and it was important to develop
a program in which all employees had the opportunity to obtain
a benefit. Abt developed a program in which three sites in Mass-
achusetts all have shuttles to transit; one of these is through a
TMA. However, all employees are eligible for a $15 per month
transit subsidy. Because the shuttles differ, each program is
managed at the site level.

Case Studies: How Expensive Are Benefits, Anyway?

Employers varied in their assessments of the costs and cost sav-
ings associated with commuter benefits. Implant Innovation, a
medical device manufacturer in Palm Beach Gardens, FL, found
that between the cost of the van for their vanpool program and
the administrative costs, they achieved no tax savings. Abt Asso-
ciates in Cambridge, MA, a global research and consulting firm,
finds benefits expensive but worthwhile; although they spend
over $100,000 annually on various transportation programs for
employees (including shuttle operations), the benefits come
back in the form of lower recruitment and retention costs and
enhanced goodwill from the federal government, a frequent
client. Hennepin County, MN, found that FICA savings from
the pre-tax transportation programs cover about 30 percent of
the subsidy paid for 1,800 bus riders.



free parking at the suburban site is a way to accomplish
this. 

• Between transit/vanpool users, solo drivers, and car-
poolers/bicyclists. Employers may experience a back-
lash from solo drivers, who can become resentful that
their commuting costs are not covered. Many employers,
however, are able to use free parking as the benefit
received by solo drivers and carpoolers. On the flip side,
commuters who “do the right thing” and utilize less- or
non-polluting modes such as carpooling, bicycling, or
walking may feel slighted that their costs are not covered. 

• Between full dollar amount and paying a percentage
of commuting costs. Most employers must decide
whether to give all employees the same subsidy amount
(dollar amount) or vary it based on the employee’s actual
commute cost (percentage basis). For some employees,
a flat-rate subsidy will cover the full commute cost,
while for others only a portion. This issue often arises
when there are multiple worksites and commuting costs
vary. For example, a downtown office may be able to
cover its employees’ full commuting costs by supply-
ing monthly fixed-price passes, while a suburban office
served by commuter rail may find its employees’ com-
muting costs both higher and more variable. Even within
a single office, however, the distance the employee lives
from work is often related to commuting costs. Covering
the full commute cost may be construed as a subsidy to
employees who choose to live further away. 

Equity concerns may also arise where there are labor unions
representing part or all of the employer’s workforce. Gener-
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ally a union’s interest is in ensuring that all employees have
access to the same benefits package and that benefits do not
discriminate against any group of employees. 

How to Help

Unless all employees can commute via transit or vanpools
for the same price, employers will face some of these con-
cerns in developing a program. Others may find that devel-
oping the program seems simple, but discover after imple-
mentation that some employees are discontent because they
feel the program discriminates against them in some way.
Several employers interviewed for this project said that they
wished they had given more attention to equity issues before
implementing the program. 

Some suggestions for helping employers deal with equity
issues are below:

• Compare subsidies. Although employers may encounter
opposition from solo drivers to helping subsidize transit
and vanpool riders, in many cases solo drivers receive
free parking, which constitutes a large subsidy. Employ-
ers may want to consider how much they subsidize
employees driving alone, by considering either the cost
of leasing parking spaces or the cost of maintaining park-
ing spaces that they own. Some employers may also
want to figure in the lost revenue they might obtain from
making parking spaces available to paying customers. If
employers subsidize drivers through free parking, a tran-
sit/vanpool benefit is providing redress to non-drivers.

• Relate the program’s policies to its goals. For some
employers, the main reason to implement commuter ben-
efits may be to reduce demand for parking. In this case, it
makes sense that the employer will subsidize as much as
possible each person’s commuting costs, even when they
vary between employees. When recruitment and reten-

Case Study: University of St. Thomas 
and Differential Parking Costs

The University of St. Thomas has two campuses with different
transportation costs. Although both campuses have more-or-less
adequate parking, parking at the downtown Minneapolis cam-
pus is more expensive for the university (mostly because it is
leased), while the St. Paul campus is located in a residential area
where the university owns the spaces. These differences are
reflected in the parking prices paid by employees: $100 per
month in Minneapolis and $150 per year in St. Paul.

Both of the campuses currently have parking cash-out programs
in place at $100 per month. Concerned that the higher parking
rates at the Minneapolis campus penalize lower-income employ-
ees, at the time of the interview the University was considering
two potential means to address the issue: (1) subsidizing park-
ing costs only for lower-income employees and (2) providing a
cost-of-parking salary increase to Minneapolis employees. At
the same time, the city of Minneapolis requires the University
to have a transportation management plan that decreases the
University’s percentage of drive-alone commuters and that elim-
inates parking subsidies in the future.

Case Study: Nike’s Commuter Awards Program

Nike, a sports and fitness company headquartered in Beaverton,
OR, has an extensive commuting awards program. All non-single
occupant vehicle commuters are eligible for monthly and quar-
terly prize drawings. Prizes range from gift certificates in incre-
ments of $25-$100 for the employee store or local retailers to
$400 for mountain bike purchases or “get-away” weekends. Par-
ticipants register online weekly to be included in prize drawings.
To qualify for the prize drawings employees only need to use an
alternative to driving alone once a week. Registrations also form
the basis of Nike’s trip reduction reporting, which is mandated
by the State of Oregon.

The prize drawing program costs Nike approximately $41,000
annually. Of this amount, $23,000 is spent at headquarters, which
has 5,000 employees.



tion is the main goal, employers may want to keep the
benefits consistent among employees, or implement
benefits that can be used by all employees for any trans-
portation mode (see below). 

• Develop consistency with other company benefit poli-
cies. Some employer benefits programs provide an equal
benefits package, regardless of whether the employee
has dependents, while others have programs that may
benefit employees with dependents to a greater degree.
The employer might want to look at commuter benefits
in light of the policies developed by the company for
other benefits and apply the same rationale to establish-
ing commuter benefits. 

• Take an employee survey or conduct a focus group.
Employers may wish to take an informal poll as they
develop their benefits program to find out what most
interests employees. Employers may find that the a new
benefit may be linked in employees’ minds to other real
or perceived inequities, or they may find that employees
are pleased with the idea. This may be valuable infor-
mation for the employer to have while developing the
program. An extensive survey could even be used to
develop a baseline from which to measure the effec-
tiveness of the benefit.

• Involve unions. Employers with unions should be
encouraged to involve union representatives early in
the process to obtain “buy-in” for commuter benefits
programs.

• Emphasize parking cash-out or tax-free parking
benefits. If the problem lies in a perception that the pro-
gram unfairly benefits transit and vanpools riders, an
employer can balance this by introducing a parking cash-
out element, or tax-free parking benefits. Tax law allows
employees to receive both parking cash-out and transit/
vanpool benefits; however, as employers tend to find the
idea of parking cash-out confusing, agencies may need to
work more closely with such employers to explain park-
ing cash-out. 

• Develop a pre-tax program. If employees use pre-tax
income to pay for transit/vanpool benefits, it reduces the
perception that some employees are being favored at the
expense of others. 

• Provide incentives to users of other modes. Although
carpoolers, bicyclists, and walkers are not eligible for
any type of tax relief in conjunction with their commute
modes, employers can provide other types of financial
incentives to recognize their contribution to diminishing
parking demand and air pollution. Carpoolers would ben-
efit from reduced price parking or reserved spaces. Bicy-
clists and walkers could be made eligible for (taxable)
reimbursements of their costs, such as a gift certificate
to a bicycle or walking shoe store. All non-solo drivers
would benefit from an awards program, such as occa-
sional prize drawings or a “commuter benefits club” that
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offers discounts at local merchants, an employee store
or on-site cafeteria. 

UNDERSTANDING HOW BENEFITS WORK

Understanding how commuter benefits work is confusing
for many employers. In some cases, employers do not know
where to turn for information. Therefore, outreach efforts are
important so as to ensure that the agency’s name is well known
as a source of information on commuter benefits. In other
cases, the employer’s situation may make benefits issues
more complicated (e.g., non-employees on site who are not
eligible or who have differential parking costs). Finally, in
areas where there are other issues affecting commuter pro-
grams, such as state tax incentives or trip reduction require-
ments, employers may have difficulty sorting out how those
policies affect each other. 

How to Help

Agencies can be extremely helpful in this area, because
many are positioned to offer one-on-one assistance and expla-
nations of tax regulations. Specific steps include the following:

• Make information available. Agencies should have
various marketing pieces available for distribution to
employers. Because there are many different issues, pro-
grams must be tailored to the specific needs of employ-
ers. Agencies should provide explanations of tax benefits,
employers questions and answers, explanations of how
tax credits or local regulations affect the provision of
commuter benefits, “how to” pamphlets, and information

Case Study: Hennepin County 
and Understanding the Benefits

Hennepin County, in Minnesota, was the first county in the state
to develop a commuter benefits program, implementing a pay-
roll deduction for bus passes sometime before 1980. In 1999,
after much research, the county added a pre-tax option for bus
passes and vanpools. In 2000, a cash-reimbursement pre-tax
parking program and a very successful subsidized bus pass pro-
gram were also added. However, confusion arose because some
employees receive County-paid parking (as required for their
jobs) and are thus not eligible to participate in the pre-tax pro-
gram. Also, for County-owned parking lots, the cost can be
taken directly out of pre-tax salary, whereas non-County-owned
lots have to be paid through claim reimbursement. For the latter
employees, if they have no experience using a flexible spending
account, the process remains complicated, because it involves
setting the money aside pre-tax, paying for parking, and then
requesting reimbursement from their pre-tax funds. The County
has developed internal marketing materials to better explain the
various programs to employees.



directed at decision-makers (glossy, short, written in
“business” language). Web sites are an effective tool,
since they allow information-seekers to navigate to the
topics that apply to them.

• Speak employers’ language. Agencies should be famil-
iar with the detailed issues that employers encounter,
such as Section 125 and Section 132 plan regulations, as
well as the benefits software they may be using. Having
staff who understand these regulations available for
one-on-one employer assistance is a very effective tool. 

• Reach out to HR and benefits staff through profes-
sional organizations. Many employers turn not to trans-
portation agencies for information on commuter bene-
fits, but to professional organizations such as HR and
benefits associations. Agencies can work with local chap-
ters of HR organizations to ensure that members who go
to them seeking information are given appropriate refer-
rals. Transportation agency staff may also wish to speak
at HR organization meetings. 

DEVELOPING POLICIES AND PROCEDURES

Once an employer has decided to implement a commuter
benefits program and even addressed such larger questions
such as whether the program will be employer- or employee-
paid, there are many smaller decisions to be made about how
the program will operate. Agencies should be familiar with
some of the following questions, because most employers
will have to address them:

• Who is eligible? Tax regulations state that all employees
(as defined by law)4 are eligible and that the employer
may choose to include some and exclude others. Thus,
some employers must decide whether some or all sites
will be eligible, and whether eligibility will be linked to
the employee’s access to parking (i.e., if an employer has
limited parking, will those employees who accept com-
muter benefits be requested to relinquish their spaces?) 

• Will participating employees still be allowed to drive
occasionally? Many employers do not want to entirely
restrict access to parking if employees accept commuter
benefits, because they recognize that employees may
need to drive from time to time. Some employers resolve
this by setting an official policy regarding how often
employees who normally ride transit or vanpools can
drive to work, and giving out one-day parking passes as
appropriate. 
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• How and how often can employees enroll? Employers
need to develop enrollment procedures. Depending on
how elections for other benefits occur, commuter benefits
would generally be handled in the same fashion (i.e.,
through paper form, telephone communication, or
increasingly via online enrollment). Employers must also
decide how often employees can change their enrollment.
Under Section 132 plan regulations, employers may allow
employees to change their elections as often as they like.

• Should the employer use vouchers? When there are
regional programs available, many employers find
vouchers extremely convenient. Vouchers are more use-
ful when employees use multiple transit providers. When
there is one transit provider in the area, passes can be
more convenient because employees do not need to
redeem them for fare media. 

• Should /Can the employer use cash reimbursement?
For large multi-site employers that may face distribu-
tion issues or have branches in more than one region,
cash reimbursement may be the best option, provided
that it meets existing regulations. However, concern
about these regulations has led some employers to wait
until these issues are fully resolved before committing
to the programs (see the subsection on Vouchers/Passes
Versus Cash Reimbursement in Chapter 1 for a discus-
sion). Cash reimbursement also tends to be more popu-
lar with employers who already have reimbursement
systems in place; others without such experience may
find it unwieldy. 

• How do commuter benefits fit into other employer
transportation programs? For some employers, com-
muter benefits may not be their first experience with
transportation programs. Even outside of areas where
trip reduction ordinances are in effect, employers may
already have in place programs such as parking policies
or shuttles. Employers have to decide how all their trans-
portation programs fit together. 

Case Study: Winning Management Support 

Staff at a Midwest financial services and insurance company
developed a commuter program that included a 25- to 30-percent
transit pass and parking subsidy and pre-tax payment for both
parking and transit. The company developed this program in
response to the extremely tight labor market, lack of parking,
and high cost of parking in the downtown location. To counter
financial objections, they worked up an analysis that showed the
management team that a 25- to 30-percent transit pass subsidy
and pre-tax payment for both parking and transit, would be cost-
effective for the firm. However, the same cost analysis showed
that additional incentives for carpoolers and vanpoolers could
not be justified, because of the small number of potential par-
ticipants. At the time of the interview, the company was trying
to find a way to “reward” those commuters without undue finan-
cial hardship to the company.

4 In general, employees are persons who receive W-2s from an employer. As noted in
Chapter 2 under Eligibility and Enrollment, self-employed persons—which include
sole proprietors, partners, persons who hold over 2-percent ownership in an S corpo-
ration, and contractors—are not eligible to receive commuter benefits. They may, how-
ever, receive transit passes or vanpool benefits as de minimis benefits up to $21 per
month. Also, some persons who work are not considered employees; for example,
work-study students at a university are not employees.



How to Help

Agencies can assist employers by understanding the dimen-
sions of these decisions and making suggestions for things
that employers may not have thought about. Some specifics
include

• Suggest pros and cons of various decisions. As noted
above, employers have to decide how often to allow
employees to enroll. If they allow frequent elections
(e.g., monthly), employers may find changes difficult to
track administratively. If they allow only annual elec-
tions, they may discourage participation by employees
who might change commute mode with the seasons (in
a cold climate, for example, driving in the summer but
switching to transit in the winter). 

• Know the applicable voucher and pass programs.
Agencies should be very familiar with the details of all
the voucher and pass programs available in the region,
including enrollment restrictions, charges, and contact
information. This is especially important for those agen-
cies that do not manage programs themselves, but may
give referrals to employers.

• Discuss employee surveys. As noted in previous sec-
tions, employers may find it useful to survey their
employees for more information about their commute
choices and preferences. 

• Have examples ready. Although employers have
unique situations, they are interested in hearing about
how other employers in comparable situations resolved
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similar obstacles. Agencies should be able to respond
with both specific examples (“Another university
worked this out by giving transit/vanpool benefits to both
faculty and staff to compensate for raising parking fees”)
and generalities (“Most downtown employers find
monthly passes work well for their employees”). 

CONCERNS ABOUT CHEATING

Some employers fear that employees may sign up to receive
commuter benefits, but give the benefits away to family mem-
bers and continue to drive. (One agency interviewed had also
heard anecdotes about employees purchasing fare media,
then requesting refunds from the transit provider.) Generally
this concern does not stop employers from implementing the
programs. Agencies can point out that employers have other
programs (for example, travel reimbursements) that rely on
trust between employer and employee. Only a few of the
employers interviewed experienced problems with cheating,
but none had yet confronted the problem or thought it justi-
fied discontinuing the program. 

Possible solutions to combat cheating include policies to
cut off the benefits to those found cheating, the use of park-
ing passes, or parking spot checks. An employee found cheat-
ing could face the employer’s standard punishment for those
found defrauding the company. 

CONVINCING UPPER MANAGEMENT 
AND OTHER DEPARTMENTS

Convincing upper management and other departments to
implement commuter benefits is generally a problem for larger
employers, who have more layers of decision making and
more departments to involve. 

This is one of the more difficult problems for agencies to
assist employers with, because it involves internal decision
making, requests for extra staff support, and, in some cases,
personality clashes. Agencies can best help by offering to
make presentations to other departments (which may relieve
the main contact from having to explain technical informa-
tion to others and will allow other departments the opportu-
nity to ask questions) and developing marketing materials
aimed at decision makers and payroll staff. 

DEVELOPING MARKETING MATERIALS

Several employers reported that one barrier they encoun-
tered was having to develop their own marketing materials.
The agencies interviewed often had a good opinion of their
own marketing materials, and many agencies do have very
professional and informative marketing materials, but in many
cases they are aimed at a general audience and may be inap-
propriate for employers to use with their own employees. In

Employers Who Considered Benefits

One of the main goals of this research was to find out why
employers who are seemingly good candidates for commuter
benefits have not implemented them. Contact with eight such
employers found that the locations and other benefits offered by
these employers did not differ substantially from those of the
implementers. However, they tended to encounter more signif-
icant barriers, as indicated below:

• Three were in suburban locations with little transit service
and/or abundant free parking and thought few employees
would use the program. 

• Two were large employers (in the tens of thousands of employ-
ees nationwide) and the programs had to be implemented by the
headquarters. In both cases the representative’s perception
was that the central office would want to implement the pro-
gram for all branches, which was too much work when only
one branch expressed interest. 

• Two were in cost-cutting mode and could not justify the addi-
tional expense, no matter how small.

• One thought the administrative hassle (including voucher dis-
tribution) would be too great.



particular, employers with complicated transportation pro-
grams had to develop their own materials to explain their
specific programs to employees. 

Agencies should recognize that this may be a barrier for
employers, especially those with large workforces or com-
plex programs and that employers incur expenses in writing,
editing, producing, and distributing marketing materials. They
can best assist employers in this regard by having basic infor-
mation available in electronic format that employers can use
in writing their own materials. 

BARRIERS THAT EMPLOYERS 
DID NOT OVERCOME

For some employers, at some point in time, some barriers
may be insurmountable. Barriers too great for some employ-
ers to overcome include:

• The local office does not have decision-making
authority. For employers with headquarters located else-
where, local offices may not have the authority to offer a
new benefit. At the same time, the headquarters may
not be interested in pursuing the issue. In particular, pay-
roll may be handled by a central office, disconnected
from urban sites that are interested in the program. Some
headquarters think that they have to offer the program
throughout the organization, not just at selected branches,
and the issues may overwhelm decision makers.

• Employer has financial problems. If employers are
laying off employees or reducing existing benefits due
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to financial problems, implementing new benefits is dif-
ficult. It may be best to approach them when their situ-
ation improves. 

• Mergers and acquisitions. Employers who are merg-
ing with, being acquired by, or acquiring other compa-
nies generally have their hands full dealing with ques-
tions of how to merge their existing benefits programs.
However, if a company that already has commuter ben-
efits is merging with a company that has none, there
may be a role to play in helping them retain the benefits
they have and even extend them to the employees in the
other firm. This is especially an issue if a firm with a
strong benefits or environmental profile merges with
one lacking those qualities. 

• Key positions are unfilled. If an employer is without an
HR manager or benefits manager, the employer may be
unwilling to make the policy decision to adopt a new
benefit. It may also be that the persons in these positions
are simply too busy to do the research needed or unwill-
ing to adopt a major change in benefits. 

Barriers that would be difficult for one employer may not
exist for others. Much depends on the employer’s attitude as
to whether or not the program is pursued. Also, few of these
eight employers had definitively decided not to implement
commuter benefits; most were still pressing the issue, albeit
without much success, or waiting for their situations to
change. Agencies can help by checking back with employers
and recognizing that the program may take months or even
years from conception to implementation.

The Difficulties of Convincing 
Corporate Headquarters

A major airline (80,000 employees nationwide) is required by
one of its hub airports to have a transportation program man-
ager, who was interviewed for this report. This manager has
championed the idea of a pre-tax commuter benefit. She met
with the heads of the benefits, payroll, and tax departments at
the company headquarters in spring 2001, but none were inter-
ested in taking on commuter benefits as an additional project.
The main impediment is the antiquated payroll system. Not only
is adding a new deduction code to the 25-year-old software
complex, but determining the work involved and finding the
staff time to implement changes posed further challenges. Free
parking is prevalent throughout the company, and without sup-
port from top management the proposal seems unlikely to come
to fruition.

Case Study: Doubletree Hotel 
and Cost Containment Measures

The Doubletree Hotel, a business-class hotel in downtown
Boston, began offering a 20-percent discount on T-passes to its
employees when it opened in summer 2000. The program was
both inexpensive and popular, costing several hundred dollars
per month for its 35 to 40 participants (over 30 percent of its
staff). Although the local management team had authority to
implement the program, a corporate headquarters directive called
for cost containment measures in the wake of a dramatic and
unexpected decline in occupancy in September 2001, and the
program was discontinued. In addition, the person administer-
ing the program was one of those laid off, and remaining staff
could not absorb the extra work. Commuter benefits were the
only benefits cut, and hotel management hoped to reinstate them
when business returned to normal.
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CHAPTER 7

DEVELOPING EFFECTIVE REGIONAL PROGRAMS

Beyond promoting and assisting employers in setting up
commuter benefits programs, transportation agencies can
make their own commuter benefits programs more attrac-
tive to employers. This chapter discusses ways for trans-
portation agencies to accomplish that.

First and foremost, making the program simple for the
employer is essential. Many areas of the country have regional
voucher or pass programs that make it easier for employers
to offer commuter benefits programs. Having a regional
“brand” also makes it easier for agencies to market commuter
benefits—although employers may not know about “quali-
fied transportation fringe benefits,” they have probably heard
of “Metrochek” or “EcoPass.” 

Agency employees must be thoroughly familiar with the
voucher or pass programs offered in their areas. Some areas
have only one such program, while others have several. If
there are several, agencies should be aware of how the pro-
grams work, who can use them (i.e., are they restricted to cer-
tain transit providers or geographic areas?), how much they
cost the employer, and how to enroll. Agencies should also
work with employers to minimize the employers’ need to deal
with more than one program. Furthermore, regions should
incorporate pre-tax payment options into any “Universal Pass”
programs, such as bulk employer purchase of transit, Smart
Cards, or other streamlined fare media.

MAKE PROGRAMS EMPLOYER- 
AND EMPLOYEE-FRIENDLY 

The regional program—whether a pass or a voucher—
should be employer- and employee-friendly. Elements of
employer-friendly programs include the following:

• Employers can register in various ways: fax, telephone,
or online. 

• For voucher programs, the voucher denominations match
the prevailing transit fares (for example, if the monthly
bus pass costs $35, a $35 voucher means that employers
can give their employees exactly the right amount).
Vouchers could also be pre-bundled, so that employers
receive packages representing the amounts requested by
each employee.

• Delivery is quick, dependable, and, preferably, free. 
• Employers can contact knowledgeable agency represen-

tatives should they have questions.

Some regional programs are more convenient for employ-
ers than others. At one agency, for example, their pass program
requires employers to pick up passes in person from a down-
town office—Enrollment has remained low. Agencies should
find out from employers if there are any impediments to
enrolling in regional programs and evaluate potential improve-
ments by asking if it would make the program easier from the
employers’ standpoint. 

For employees, the most important aspects are flexibility
and simplicity. Flexibility is important so that employees
who do not use transit every day can still benefit. Therefore,
agencies that typically sell monthly passes could make it eas-
ier for employers to buy fare media in small denominations,
such as 10-ride passes. It also means that vouchers need to
come in various denominations. Finally, vouchers need to be
easily exchanged for fare media. Employees must be able to
purchase transit tickets or passes with their vouchers at vari-
ous locations. (For example, one agency related that they had
heard anecdotally about some retailers, such as drugstores,
refusing to accept vouchers as payment for passes. Such bar-
riers make programs more difficult for employees.)

Case Study: MBTA’s T-Pass Program

The Massachusetts Bay Transportation Authority (MBTA, com-
monly known as the T), has a corporate pass program that gar-
nered praise from other agencies as well as employers. Employ-
ers can sign up via fax using a form available online. Passes must
be ordered by the 5th and paid in full by the 7th. Monthly passes
(15 different types are available representing various combina-
tions and zones) are sold to employers at cost and sent via 3-day
FedEx no later than the 26th of the month. Passes that are not sold
can be returned to MBTA for a credit by the 5th of the following
month. Employers can change the number and types of passes
purchased on a monthly basis. The program gives employers
the flexibility to purchase the passes for employees or sell them
either at cost or at a discount to employees.
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COOPERATE WITH OTHER AGENCIES

The regions studied in this research all had more than one
agency promoting commuter benefits, and for larger metro-
politan areas this appears to be the rule—transit agencies,
regional and local rideshare programs, metropolitan planning
organizations (MPOs), and TMAs/TMOs may all promote
commuter benefits to employers. Because of the complexities
involved for employers, it is important that these various
agencies work together on commuter benefits issues, both to
get out a consistent message, as well as to ensure that employ-
ers receive appropriate referrals when they have questions.

It is strongly recommended that various agencies within a
metropolitan area cooperate on commuter benefits issues if
they are not doing so already. Specific suggestions include
the following:

• If responsibilities are divided geographically, agencies
should be familiar with the groups that cover different
territory. Employers with multiple sites will want con-
tact information for agencies that cover their other loca-
tions. Even better, agencies can eliminate the need for
multi-site employers to have to work with more than one
organization within a region by developing programs

that apply throughout the region. (If employers have
offices in multiple regions, this task becomes increas-
ingly difficult and may prove impossible.)

• If responsibilities are divided functionally (for exam-
ple, one agency markets to employers while another
deals only with public advertising), agencies should be
able to give knowledgeable referrals to other agencies.
For example, if an employer calls a transit agency ask-
ing about tax benefits and the agency cannot answer the
question, staff should be able to refer the employer to a
commuter assistance program in the region that can.

• A regional voucher or pass simplifies matters greatly
for employers, because they can deal with one provider
instead of several. Most metropolitan areas already have
such a program; those without should work together on
implementing one. 

Finally, transportation agencies should consider working
or sharing information with organizations that deal with
human resources or benefits. (A list is provided in Appendix
H.) Often employers turn to such organizations for informa-
tion on a new benefit, because they are not familiar with the
local transportation agencies. 

UNDERSTAND LOCAL CONDITIONS

For some areas, the administration of commuter benefits
programs may be fairly straightforward, but for others, there
are other complicating factors, as outlined in the sections that
follow.

Mandated Trip Reduction Programs. Some states or
local jurisdiction require certain employers to reduce the num-
ber of single-occupant vehicle commuter trips made by their
employees. Employers required to comply with such programs

Case Study: Agency Cooperation 
in the Minneapolis/St. Paul Region

Although they represent different groups, Metro Commuter Ser-
vices (the Minneapolis/St. Paul commuter assistance organiza-
tion), Metro Transit (the regional bus service provider), and the
two TMOs that serve downtown Minneapolis and downtown St.
Paul work as a team to ensure that employers can get good infor-
mation about regional programs. For example

• The agencies sponsor joint marketing activities, such as
employer workshops, creation of a CD-ROM, and other com-
munications. The Downtown Minneapolis TMO staff devel-
oped an employer guidebook, and the printing costs were paid
by Metro Commuter Services. 

• Representatives of each of these organizations meet monthly to
discuss how the various commuter choice incentives (e. g., state
and federal tax credits, regional bus discounts for employers,
and regional vanpool incentives for commuters) can be mar-
keted and implemented most effectively. 

• One of the key staff at the Downtown Minneapolis TMO
became an expert on tax issues and is recognized by staff at the
other agencies as the most knowledgeable source in the region
on IRS regulations and tax benefits. Other agencies routinely
referred questions to him, enabling them to respond to ques-
tions they otherwise might not have been able to answer. 

The efforts pay off in good working relationships, as well as a
high percentage of downtown employers participating in the
three regional programs (Metropass, TransitWorks, and Com-
muter Check).

Case Study: Massachusetts Institute of Technology 
and Trip Reduction Regulations

In developing its program, MIT had to take into account not only
federal tax law, but strict TDM requirements imposed by the City
of Cambridge MA, where its campus is located. Cambridge had
a freeze on the construction of new parking, and per the City’s
Clean Air Act, MIT agreed to have no more than 36 percent of its
employees driving to work. University expansion was linked to
TDM programs. 

Faced with the need to pass along more of its parking costs to
its employees, MIT dramatically increased its parking fees from
$20 per year to $300 per year in 5 years. However, employees
who carpool or vanpool receive a 50-percent reduction of park-
ing costs, and all employees can use pre-tax salary for parking
and transit costs.
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may require assistance in crafting a program that fulfills these
mandates as well as tax law requirements.

State Tax Credits. Some states provide tax credits to
motivate employers to offer commuter benefits programs.
Although these are great motivators for employers, they may
also make it more complicated for employers to determine
their costs and benefits. At the time this report was published,
seven states offered some type of tax credit; these are dis-
cussed in Appendix A.

State Tax Laws. States vary in their treatment of income
that is exempt from federal taxation. In general, “conform-
ing” states exempt whatever income the IRS exempts, whereas

“nonconforming” states do not automatically exempt such
income. Therefore, whether transit/vanpool benefits are exempt
from state income tax varies from state to state. Appendix C
lists all states and their conforming/nonconforming status.
However, there may be examples of conforming states that
tax benefits, and a qualified tax advisor should be consulted
with questions on this topic. 

Agencies should be knowledgeable about local factors that
may complicate programs for employers. At regional agen-
cies, at least one staff person should understand these regional
factors well enough to explain the differences to employers.
In some areas, agencies may need to be familiar with several
sets of requirements, if they serve employers in multiple
cities, counties, or even states.
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APPENDIX A

HISTORY OF COMMUTER BENEFITS

OVERVIEW

This appendix summarizes federal and state legislation that
has shaped commuter benefits programs across the United
States and discusses proposals for new federal and state leg-
islation and the potential effects of this legislation. The
information in this appendix will help transportation agen-
cies to better understand the following: 

• The changes in legislation that have shaped commuter
benefits programs, and

• The existing legislative provisions and regulations
regarding commuter benefits programs.

This information will allow agencies to better work with
employers to promote and facilitate the development of com-
muter benefits programs. 

Many people who market commuter benefits for trans-
portation organizations are not familiar with the history behind
commuter benefits or the details of existing regulations. A bet-
ter understanding of how laws have changed, the implications
of state legislation, and potential legislative changes will help
provide context and allow for a more informed approach in
working with employers. If desired, information in this appen-
dix could also be adapted for a web page or briefing document
to be distributed to staff within public transit agencies, state
departments of transportation, metropolitan planning organi-
zations, transportation management associations (TMAs), and
commuter assistance programs.

This appendix is divided into three main sections:

• Federal Legislation, Executive Orders, and Regula-
tions. This section focuses on federal legislation and
other actions that have shaped national policy in regard
to commuter benefits programs. 

• State and Local Legislation. This section describes state
and local legislation to encourage commuter benefits.
The section addresses the California parking cash-out
legislation and efforts to provide incentives for employ-
ers to implement commuter benefits programs.

• Proposed Legislation. This section identifies proposed
legislation and anticipated changes in federal and state
legislation regarding commuter benefits. Included in this
section is a description of a bill proposed in 2000 to the
U.S. Congress that would raise the monthly limit on tax-
exempt transit/vanpool subsidies provided to employees
by their employers.

Each section contains a short overview of important actions
that have helped to shape commuter benefits programs nation-
wide. Following these sections is the text of the federal tax
code dealing with commuter benefits. 

FEDERAL LEGISLATION, EXECUTIVE
ORDERS, AND REGULATIONS

The Internal Revenue Code (IRC) that governs com-
muter benefits is found at 26 USC Section 132(f). Since the
early 1990s, federal legislation and actions have enabled
and expanded the range of commuter benefits that employ-
ers can offer their employees. The key pieces of federal leg-
islation that have amended the IRC are as follows:

• The Energy Policy Act of 1992,
• The Taxpayer Relief Act of 1997, and
• The Transportation Equity Act for the 21st Century

(TEA-21), passed in 1998.

In addition to changes in the tax code that affect employees
nationwide, the federal government has undertaken impor-
tant actions to expand commuter benefits to federal employ-
ees and to encourage public and private-sector employers to
adopt commuter benefits. Figure A-1 provides a timeline of
the key legislative events that have shaped commuter bene-
fits programs nationally. 

These milestones are discussed below in chronological
order.

Pre-1984 Parking is taxable, other commuter benefits
are untaxed

Until enactment of the 1984 Tax Reform Act,
free parking provided by employers was con-
sidered a taxable fringe benefit, but this was not
enforced, reportedly because the Internal Rev-
enue Service (IRS) could not determine a basis
for the value of the benefit. Other benefits such
as transit passes and the value of vans provided
by employers were not taxable fringe benefits.

1984 1984 Tax Reform Act—
Parking is “qualified fringe benefit,” transit
passes are de minimis

The 1984 Tax Reform Act changed the tax
treatment of transportation fringe benefits,
with adverse effects on transit/vanpool passes.
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Because the IRS could not administer the tax
on free parking, parking was exempted and no
longer was considered a taxable fringe benefit.
Parking, however, became the only tax-exempt
qualified transportation fringe benefit under
the federal tax code. 

Transit passes were considered de minimis fringe
benefits rather than traditional fringe benefits. A
de minimis benefit is a service or item of such
small value or provided so infrequently as to
make accounting for it impractical or impossi-
ble.1 As a result, transit benefits were allowed to
be offered tax-free to employees as long as they
were of small value. The initial de minimis value
was defined at $15 per month, which was later
adjusted by the IRS to $21 per month. If a ben-
efit exceeded this value, the benefit would be
considered taxable in its entirety. 

1991 FTA offers Transit Benefits to its Employees 

In 1991, the Federal Transit Administration
(FTA) became the first federal agency to pro-
vide transit benefits to its employees. Under
the FTA program, employees using mass tran-
sit were provided with a $21 per month bene-
fit to help pay for commuter-related expenses.

1992 Energy Policy Act of 1992

In 1992, Congress passed the Energy Policy Act
of 1992 (Pub. L. No. 102-486). This Act was
important in that it expanded the term qualified
transportation fringe benefit to include transit
passes and transportation in commuter highway
vehicles (i.e., vanpools) in addition to qualified
parking. As a result, it allowed the employer, for
the first time, to offer vanpool benefits tax-free.2

1 Examples of de minimis benefits include occasional personal use of a company copy-
ing machine, occasional parties or picnics for employees, occasional taxi fare for
employees working overtime, occasional tickets for entertainment events, coffee and
donuts furnished to employees, and group-term life insurance provided by the employer
for a spouse or dependent of the employee with a face amount of $2,000 or less.

1991 

1992 

1993 

1994 

1995 

1996 

1997 

1998 

1999 

2000 

2001 

FTA offers transit benefits to its employees 
California Parking Cash-Out legislation passed 
- First legislation addressing cash in lieu of parking Energy Policy Act of 1992  passed 

-  Expands qualified transportation fringe 
 benefits to include transit passes and 

  vanpool benefits 
U.S. DOT offers transit/vanpool benefits to its employees 

Federal Employees Clean Air Incentives Act of 1993  passed 
- Allows federal agencies to implement programs to reduce SOV commuting 

ACT Study recommends pre-tax approach to commute benefits 
Tax-free limit on transit/vanpool benefits rises to $65 per month 

Taxpayer Relief Act of 1997  passed 
-  Permits tax-free parking benefits 

  in lieu of taxable income 
TEA-21  passed 

-  Allows transit/vanpool benefits to be 
 provided in lieu of taxable income 

- Establishes cap of $100 for tax-free 
  transit-vanpool benefits for 2002. Federal Commuter Choice initiative launched 

Executive Order 13150, Federal Workforce Transportation 
- Requires federal agencies to offer transit and vanpool benefits to all   
employees nationwide 
- Requires DOT, EPA, and DOE, and federal agencies in DC area to offer  
transit passes Final Regulation, Qualified 

Transportation Fringe Benefits 
  issued by IRS 

Federal Legislation Amending and Interpreting 
Federal Tax Code (26 USC Section 132(f)) Other Important Actions 

U.S. Climate Change Action plan established 
-  Calls for Federal Parking Cash-Out legislation 

Figure A-1. Timeline of commuter benefits tax law.

2 The term “commuter highway vehicle” was defined as a highway vehicle with a seat-
ing capacity of at least six adults (not including the driver), and for which at least 
80 percent of the mileage can reasonably be expected to be (1) for purposes of trans-
porting employees between their residences and place of employment and (2) on trips
during which the number of employees transported for such purposes is at least one-
half of the adult seating capacity of such vehicle (not including the driver).
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It also allowed transit passes to be provided to
employees tax-free at a higher value than allowed
for a de minimis fringe. 

The Act imposed a tax-free limit of $60 per
month on transit and vanpool benefits and
$155 per month for qualified parking. It pro-
vided an inflation adjustment to these limits
based on changes in the consumer price index
(CPI). Increases were to rise in increments of $5,
with such increases rounded to the next lowest
multiple of $5. In order to receive tax-free status,
all benefits were required to be offered in addi-
tion to (and not in lieu of) salary. Cash reim-
bursements for transit expenses would only be
allowed if a voucher or similar item, which may
be exchanged only for a transit pass, is “not
readily available for direct distribution by the
employer to the employee.” The Act applied to
benefits provided after December 31, 1992.

1992 California Parking Cash-Out Legislation

In 1992, the State of California enacted legisla-
tion (California Health and Safety Code section
43845) requiring that certain employers offer
their employees a choice between parking at
work or of “cashing out” the value of the parking
space by receiving a taxable cash payment from
the employer. The legislation, its history, and
implications, are discussed in the next section of
this appendix on state legislation. It is noted here,
however, as a national milestone because it was
the first legislation requiring certain employers to
offer employees the option to cash out parking.

The law was not enforced, however, because
federal tax code required that, in order to receive
tax-free status, transportation fringe benefits
must be offered in addition to (and not in lieu of)
salary. As a result, federal tax law precluded an
employer from offering cash in lieu of a tax-free
parking space. If any employee were offered the
option of cash instead of a parking space, then
the value of the parking space would become a
taxable benefit to all employees keeping the park-
ing. The recognition that federal law precluded
a “win-win” solution such as parking cash-out
was a major impetus for efforts to change the
federal tax code to allow for the option of tax-
free parking benefits in lieu of taxable income.

1993 U.S. DOT offers Transit/Vanpool Benefits to
its Employees

Following the passage of the Energy Policy Act,
the Department of Transportation became the
first agency in the executive branch of the federal

government to offer the full $60 transit/vanpool
fringe benefit nationally to its employees.

U.S. Climate Change Action Plan calls for
Parking Cash Out

In October 1993, the Clinton Administration
released the U.S. Climate Change Action Plan
(CCAP), which identified 44 measures to respond
to the threat of global warming while also
strengthening the economy. The CCAP sum-
mary called for preparing legislation providing
workers the option of receiving the cash value
of employer-paid parking as a financial incen-
tive to reduce solo commuting. The detailed
description of CCAP Action #19, Reform the
Federal Tax Subsidy for Employer-Provided
Parking, suggested that the measure would be
mandatory: “The Administration will shortly
propose changes in the tax law necessary to bring
about parking subsidy reform, and will work with
Congress to ensure speedy passage. The change
will require employers who pay for employee
parking to offer also the choice of an equivalent
cash payment or a tax-free transit pass.” The
CCAP also proposed that the requirement apply
only to certain types of leased parking, and only
to firms with more than 25 employees.

Although the CCAP’s plan for a form of manda-
tory cash out was not ultimately enacted, CCAP
was important in acknowledging parking cash
out as an untapped option for reducing vehicle
commuting while benefiting employees and the
economy. The Plan recognized that allowing
workers who receive free parking to choose to
take the benefit in the form of taxable income
would increase commuter freedom of choice.
Meanwhile, the program would not affect
employees who continue to use free parking,
and the incentive would not increase the cost of
doing business since employer-provided park-
ing would still be deductible from corporate
taxes. The program was also identified as a fed-
eral tax revenue generator, because increased
tax receipts would be collected from employees
choosing to cash out parking.

Federal Employees Clean Air Incentives Act
of 1993

Passed on December 2, 1993, the Federal
Employees Clean Air Incentives Act permits
federal agencies to implement programs to
reduce SOV commuting by federal employees.
The purpose of this act was to reduce congestion
and improve air quality by providing for the



establishment of programs to encourage federal
employees to commute to work by mass transit
and other forms of transportation. 

The Act allows each agency of the federal gov-
ernment (including the executive, legislative,
and judicial branches) to offer transit pass and
commuter highway vehicle subsidies, to set up
bicycle and pedestrian facilities for employees,
and to provide non-monetary incentives to moti-
vate employees to utilize non-single occupancy
vehicle (SOV) transportation. The Act also
called for the President to (1) designate one or
more agencies to prescribe guidelines for these
programs; (2) furnish information or technical
advice, on request, on the design and operation
of programs; and (3) submit periodic written
reports (by January 1, 1995, and then every 
2 years thereafter) documenting the implemen-
tation of the Act. The reports are to document the
number of agencies offering programs, describe
these programs, quantify employee participation,
and assess environmental or other benefits.

A 2000/2001 report by the General Services
Administration on the implementation of this
Act found that 55 agencies had some form of
commuter choice program, with almost 1.6 mil-
lion employees participating in these programs.
Of these agencies, 54 reported giving mass tran-
sit subsidies to their employees and 46 provided
bicycle accommodations. Additionally, 54 agen-
cies reported spending a total of $90.9 million
on non-monetary incentives for employees.

1995 ACT Study recommends Parking Cash Out
and Pre-Tax Approach

In 1995, the Association for Commuter Trans-
portation (ACT) undertook a study funded by
the FTA, the Federal Highway Administration
(FHWA), and the Environmental Protection
Agency (EPA) to examine ways to reduce SOV
travel. The study recommended that an important
strategy to reduce SOV travel is to allow employ-
ers to take a pre-tax approach when implement-
ing commuter choice programs. It also advocated
the use of a parking cash-out approach such as
the one implemented in California.

Tax-Free Limit on Transit and Vanpool Ben-
efits rises to $65 per Month

In accordance with the inflation adjustment pro-
visions of the Energy Policy Act of 1992, the
monthly tax-free limit for commuter highway
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vehicle and transit passes was raised from $60
to $65.

1997 Taxpayer Relief Act of 1997

The Taxpayer Relief Act of 1997 (Pub. L. No.
105-34) amended the federal tax code to permit
qualified parking to be provided in lieu of salary
after December 31, 1997. As noted above, the
tax code previously stated that transportation
fringe benefits could not be taken in lieu of
salary. By allowing parking benefits to be taken
in lieu of salary, this act removed a major disin-
centive to implementing parking cash-out pro-
grams. Under the Act, employers could now
offer their employees the option of accepting
taxable cash income in lieu of a parking space at
work, while maintaining the tax-free status of
the parking benefit. The employer would only
have to pay taxes on the cash payment, not the
parking benefit. 

1998 Transportation Equity Act for the 21st Cen-
tury (TEA-21)

The Transportation Equity Act for the 21st Cen-
tury was enacted June 9, 1998, as Public Law
105-178. It amended the IRC to provide that, in
years beginning after December 31, 1997, any
qualified fringe benefit may be provided to
employees in lieu of salary. Just as the Taxpayer
Relief Act of 1997 allowed qualified parking
benefits to be taken in lieu of income, TEA-21
expanded this to allow transit pass and com-
muter highway vehicle benefits to be taken in
lieu of other monetary compensation. 

Therefore, under the IRC, qualified parking,
transit, and commuter highway vehicle benefits
all qualify as pre-tax transportation fringe ben-
efits. The Act also raised the tax-free limit on
transit pass and commuter highway vehicle ben-
efits from $65 to $100 per month, starting in
2002.3 The limit on tax-free qualified parking
benefits was also raised to $175 per month start-
ing in 2002. 

All benefits were indexed for inflation; how-
ever, the indexing mechanism was suspended
for taxable year 1999. Therefore, the maximum
transit/vanpool benefits were set to remain at
$65 per month and parking at $175 per month
for calendar year 1999. The indexing mecha-

3 As of 1999, the Consumer Price Index adjustment required under the Energy Policy
Act of 1992 was no longer used to determine the necessary increase in the monthly tax-
exempt limits.



nism was set to resume for the taxable year
beginning after December 31, 1999. 

1999 Commuter Choice Initiative launched

Vice President Gore announced the kick-off of
the federal government’s Commuter Choice
Initiative. As a part of this initiative, the FTA
released the Commuter Choice Toolkit in 2000
to assist employers in implementing commuter
choice programs. EPA also initiated a Com-
muter Choice Leadership Program in 2000.

2000 Executive Order 13150 of April 21, 2000,
Federal Workforce Transportation

President Clinton signed Executive Order 13150
on April 21, 2000. This Executive Order (EO)
mandates that federal agencies must take vari-
ous actions to provide incentives for their
employees to use mass transit and other non-
SOV transportation in their daily commute to
work. To ensure that this occurs, the EO set an
October 1, 2000, deadline for federal agencies
to implement a transportation fringe benefit/
commuter choice program. Under these pro-
grams, qualified federal employees outside the
National Capital Region must be given the oppor-
tunity to exclude from taxable income employee
commuting costs incurred through the use of
mass transit and vanpools. The EO also encour-
ages federal agencies to provide non-monetary
incentives to promote non-SOV transportation. 

EO 13150 calls for all federal agencies in the
National Capital Region (Washington, D.C.) to
implement an agency-paid transit pass benefit
program by October 1, 2000. It also requires that
the Department of Transportation, the Depart-
ment of Energy, and EPA implement a nation-
wide, 3-year, agency-paid transit-pass pilot pro-
gram for all of its employees, not just those
working in the National Capital Region. The
pilot programs will be studied to determine the
effectiveness of transit-pass programs in reduc-
ing SOV travel. All federal agencies must fol-
low the EO and adopt plans to implement it, but
they also have the freedom to set more stringent
requirements than those described in the EO or
other legislation.

2001 Final Regulation: Qualified Transportation
Fringe Benefits

On January 11, 2001, the Internal Revenue Ser-
vice issued final regulations concerning quali-
fied transportation fringe benefits and their
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excludability from employees’ gross income.4

The regulations provide rules to ensure that
transportation benefits provided to employees
are excludable from gross income and clarify
changes to the law promulgated under the Energy
Policy Act of 1992, the Taxpayer Relief Act of
1997, and TEA-21. The regulations are written
in a question and answer format and include
examples for illustrative purposes. 

The regulation provides clarification regarding
under what circumstances transportation fringe
benefits may be provided pursuant to a compen-
sation reduction agreement, the ability to carry
over excess amounts to subsequent periods,
reporting requirements, and use of cash pay-
ments rather than transit vouchers or passes. 

STATE AND LOCAL LEGISLATION

Some states and localities have implemented legislation to
encourage or require employers to adopt commuter programs
to reduce SOV travel by employees. This section addresses
some of the more important state legislative actions related
to commuter benefits.

California Parking Cash-Out Legislation

In 1992, the State of California enacted legislation (Cali-
fornia Health and Safety Code section 43845) requiring that
certain employers offer their employees a choice between
parking at work or of “cashing out” the value of the parking
space by receiving a taxable cash payment from the employer.
The California parking cash-out legislation was an important
milestone in the legislative history of commuter benefits
because it was the first requirement by a state for certain
employers to implement a “cash in lieu of parking” program.
Conflicts between the California legislation and the federal
tax code were important in achieving changes in tax law
under the Taxpayer Relief Act of 1997.

The concept of parking cash out was developed by Pro-
fessor Donald Shoup, at the University of California at Los
Angeles, who argued that the Federal Internal Revenue Code
created a strong incentive for commuters to drive to work
alone by encouraging employers to provide free parking to
their employees. Under a parking cash-out policy, employers
would be required to offer their employees the option of
accepting taxable income in lieu of a parking space so that
employees who wish to commute to work without driving

4 A notice of proposed rulemaking relating to qualified transportation fringe benefits
was announced on January 27, 2000 (REG-113572-99). A public hearing was held on
June 1, 2000, and written and electronic comments were received. After consideration
of the comments, the proposed regulations were adopted as amended by the Treasury
to incorporate certain modifications and clarifications.



would also receive a commute benefit. The idea behind park-
ing cash-out was simple: given the choice between a parking
space and cash income, many people would take the cash and
give up driving to work. 

Studies conducted by Dr. Shoup showed that parking cash
out would result in reduced traffic congestion and air pollu-
tion because employees would be less inclined to drive to
work alone and more likely to use mass transit and other
options. Employees would be better off because they would
be given more choice. Government tax revenues would
increase because the cash that would be offered in lieu of park-
ing would be taxable. The program would not cost employers
anything except for taxes on the income that is cashed out if
they could reduce the amount of parking they lease to reflect
their reduced parking needs.

The California parking cash-out legislation focused on the
employers that could most readily cash out their parking
spaces. It limited its requirement to only large employers that 

• Employ at least 50 people; 
• Have locations in nonattainment areas (according to

California’s air quality standards); 
• Subsidize employee parking in parking spaces that the

company does not own, but rather rents or leases; 
• Are able to calculate the cost of the parking subsidies

provided to employees; and 
• Are not involved in lease agreements that would penal-

ize the employer for reducing the number of parking
spaces utilized.

Although the California parking cash-out legislation was
passed in 1993, the law was not initially enforced or imple-
mented because of conflicts with federal tax code. Prior to the
passage of the Taxpayer Relief Act of 1997, the Internal Rev-
enue Code prohibited companies from offering parking as a
tax-exempt fringe benefit if they offered the option of cash in
lieu of the parking benefits. The inability to implement the
California parking cash-out program was a strong impetus
for changing the federal tax code. Because of changes made
to the IRC under the Act, other companies and areas are now
able to implement parking cash-out programs similar to those
mandated under the California law.

Tax Incentives for Traffic Reduction Programs

Several states have implemented tax incentives to encourage
employers to adopt programs to encourage employees to com-
mute to work without using a single-occupancy vehicle. Many
of these programs were passed prior to the passage of TEA-21
and address a broad range of transportation alternatives. 

Delaware 

Under the State’s Travelink Tax Credit Program, employ-
ers with approved Travelink plans/programs can receive either
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a 10-percent tax credit based on the direct cost of developing,
implementing, and maintaining a program; a credit based
on the ratio of commuter trip reductions versus commuter
trips generated; or a credit of $250 per commuter trip reduced
(whichever results in the smallest amount). A program’s direct
costs include expenditures for acquisition and maintenance
of employer-provided vehicles, administrative costs, and cap-
ital costs.

Connecticut

Legislation was passed in 1994 in the State of Connecticut
whereby employers in Connecticut with 100 or more employ-
ees are eligible for a tax credit for any taxable year after Janu-
ary 1, 1997. The credit is equal to 50 percent of the employer’s
direct costs for implementing a traffic reduction program, up
to a limit of $250 per participating employee. For a program
to be eligible, it must have been implemented after January
1, 1995. The total amount of credits available each year to
corporations under this program is $1.5 million.

Oregon

In 1997, the State of Oregon passed legislation authorizing
a tax credit equal to 35 percent of eligible project costs to
employers under the Oregon Business Energy Tax Credit Pro-
gram. Eligible projects under this program include not only
those involving commuter reduction, but also investments by
employers in cleaner-fuel vehicles; participation in various
conservation and renewable energy projects and recycled
materials markets; and involvement in the research and devel-
opment of new, energy-efficient technologies. Eligible com-
muter reduction programs must decrease work-related travel
by at least 25 percent and eligible costs include those result-
ing from telecommuting programs, provision of transit passes,
commuter pool vehicle arrangements, financial incentive
programs, bicycle projects, and transportation organization
membership dues. The credit is taken over 5 years, with 
10 percent taken the first and second years and 5 percent
taken in each subsequent year.

New Jersey

The Smart Moves for Business Tax Credit Program, passed
in 1998, provides a tax credit to eligible corporations equal to
either 10 percent of the costs attributed to implementing an
authorized commuter transportation benefits plan/report or up
to $115 per participating employee. For partnerships or lim-
ited liability corporations, the program provides a tax credit
of either 143 percent of the costs attributed to implementing
an authorized commuter transportation benefits plan/report or
up to $1,642 per participating employee. For each type of
employer, the tax credit is taken for the smaller amount of the



two calculations. Similar to the program in Maryland, employ-
ers can elect to which tax the credit is applied.

Although these are the current New Jersey regulations,
recent proposals in the General Assembly could change the
program’s provisions. For example, under the proposal, cer-
tain types of authorized plans could receive a tax credit equal
to 15 percent of costs, instead of 10 percent. The proposed
regulation would also change the per employee tax limits, the
way tax credits to partnerships are calculated, and how the
tax credits are distributed between different types of taxes.

Tax Credits for Qualified Transportation 
Fringe Benefits

A few states have implemented tax incentive programs
focused specifically on transit and vanpool benefit programs
to encourage employers to provide these benefits to their
employees. 

Maryland

In the 1999 legislative session, the Maryland General
Assembly passed a tax credit for providing commuter benefits
to employees. The Maryland Commuter Tax credit provides
employers with a 50-percent tax credit (up to a $30 tax credit
per employee per month limit) for provision of transit passes,
vanpool benefits, and reimbursement for carpooling expenses.
After they are approved for the tax credit, employers can elect
to which tax they wish to apply the credit, such as the state
income tax, the financial institution franchise tax, or the insur-
ance premium tax. The tax credit essentially subsidizes the
implementation of commuter benefits; it is broader, however,
than the transit/vanpool benefits specified under the federal
tax code because it also includes expenses used to offset the
monthly cost of employees carpooling together. The credit
took effect July 1, 1999, for taxable years beginning after
December 31, 1999.

The legislation was passed with strong support from an
unusual coalition of business and environmental groups. Pro-
ponents of the bill included the Maryland Chamber of Com-
merce, the Environmental Defense Fund, the Greater Wash-
ington Board of Trade, the Washington Metropolitan Area
Transit Authority (WMATA), the Maryland Department of
Transportation, the Chesapeake Bay Foundation, the Coali-
tion for Smarter Growth, the Center for Clean Air Policy, the
Citizens Planning and Housing Association, 1000 Friends
of Maryland, the Action Committee for Transit, the Annapo-
lis Regional Transportation Management Association, BWI
Business Partnership, Inc., and others. The benefits of the
program were clearly recognized by both the environmental
community and the businesses that would benefit from tax
savings. 

Because of the positive response to the legislation, the
General Assembly expanded this tax credit to cover addi-
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tional commuter benefits in the 2000 legislative session. The
Commuter Benefits Act of 2000 allows a credit against spec-
ified state taxes for employers who provide employees a cash-
in-lieu-of-parking program or a guaranteed ride home. It also
allows specified tax-exempt organizations to apply tax cred-
its allowed for employer-provided commuter benefits as a
credit against the payment of employee withholding taxes
required to be withheld from employee wages and required
to be paid to the Comptroller. Finally, it required that a report
be submitted by the Maryland Department of Transportation
and Maryland Department of the Environment, in conjunc-
tion with the Comptroller’s Office, to assess the success of
the program in helping to achieve compliance with statewide
air quality standards, reduce traffic congestion, and increase
transit ridership. The expanded tax credit took effect July 1,
2000, and for taxable years after December 31, 2000.

Georgia

In 1999, the Georgia state legislature passed, and the Gov-
ernor signed, legislation establishing a tax credit for employ-
ers who provide designated transportation fringe benefits to
employees. Eligible fringe benefits include transit passes,
transportation in a commuter highway vehicle between an
employee’s residence and place of employment (e.g., van-
pool benefits), and qualified parking on or near a location
from which an employee commutes to work in a vanpool or
carpool. The Act became effective January 1, 2001.

Under the law, employers can receive an annual $25 tax
credit for each employee receiving a transportation fringe
benefit, as long as the tax credit does not exceed the amount
of money spent by the employer in providing the benefit.
Also, the benefit must be used at least 10 days per month.

Minnesota

In the 1999-2000 state legislative session, the Minnesota
legislature passed a tax credit for employers who provide
transit passes to their employees. Tax credits can be received
by employers who provide employees with transit passes (for
use in Minnesota only) for transportation via either a public
or privately owned mass transit facility or by a person in the
business of transporting people for compensation or hire.
Vehicles hired to transport employees must seat at least six
people (not including the driver). The credit is equal to 
30 percent of the difference between what the employer pays
for the passes and what employees are charged for the passes.
The credit is nonrefundable and can only be used in the cur-
rent tax year. The types of organizations eligible for the tax
credit include C corporations, S corporations, sole propri-
etors, insurance companies, fiduciaries, and nonprofit orga-
nizations. The legislation allowed for the tax credit to be
taken for taxable years beginning after December 31, 1999. 



Commute Benefits for State and Local
Government Employees

Since President Clinton signed Executive Order 13150
requiring all federal agencies to offer pre-tax transit/vanpool
benefits, some state and local governments also have under-
taken efforts to implement commuter benefits programs for
their employees. In some cases, authorizing legislation or
executive orders have been initiated. Also, negotiations with
unions have been seen as another way to increase commuter
benefits for employees. 

Georgia

The State of Georgia began offering all of its employees the
opportunity to pay for vanpool or qualified parking expenses
or purchase the MARTA Transcard using a pre-tax deduction.
Recognizing that many state employees working outside the
metropolitan Atlanta area do not have their commuter-related
expenses taken as a payroll deduction, the State is currently
debating whether to add a Flexible Spending Commuter Reim-
bursement Account to the list of benefits that employees can
receive.

Virginia

On August 23, 2000, Virginia’s Governor James Gilmore
issued an executive order to establish the Commonwealth
commuter benefits program. Under this program, and as
required by the Governor’s Executive Order, all state agencies
located in northern Virginia are now required to offer a tax-
free qualified transportation fringe benefit to their employees
who commute to work via vanpool or mass transit. The dead-
line for implementation of the Executive Order by state agen-
cies was set as October 1, 2000. The Executive Order also
strongly encourages state agencies located beyond Northern
Virginia to implement similar transportation benefit programs
for their employees.

Maryland

As of January 1, 2001, Maryland state employees working
in the Baltimore area are allowed to ride the mass transit sys-
tem for free. The provision of this transit benefit is part of a
pilot program, which resulted from a collective bargaining
agreement between the state and five unions. Approximately
9,000 state employees, or 5 percent of all passengers, use the
Baltimore area mass transit system each day. As a result of
this program, the Mass Transit Administration expects to
lose between $3 million and $6 million in fare revenue annu-
ally. However, if the pilot program is successful in expand-
ing ridership, the State hopes to expand it in upcoming years.
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New York City & Westchester County, New York

Following an executive order issued by New York City’s
Mayor Giuliani, employees of the City of New York recently
became eligible to participate in the TransitChek program.
The program allows City employees to purchase a monthly
TransitChek MetroCard using pre-tax income, resulting in
annual tax savings for employees of more than $200 each
year. The program was phased in, starting with a pilot group
of about 3,200 employees in New York City’s Finance, Parks,
and Fire Departments. About 89,000 employees from other
large city agencies such as the Department of Health and the
Department of Environmental Protection were initiated into
the benefits program by the end of summer 2000, making
New York City the largest employer in the United States offer-
ing transit benefits. 

Since 1999, Westchester County, New York, has offered
the same TransitChek benefit to its employees.

PROPOSED LEGISLATION

Federal Legislative Proposals

Commuter Benefits Equity Act

Early in 2000, the Commuter Benefits Equity Act was
introduced in the U.S. House of Representatives and the U.S.
Senate. The Act would amend the Internal Revenue Code of
1986 by increasing the monthly tax-free limit on transit and
vanpool subsidies from $65 to $175. The proposed increase is
intended to make the tax-free limit on transit and vanpool ben-
efits equivalent to that of qualified parking benefits. By rais-
ing the limit, there would be a greater incentive for employ-
ees to use mass transit and vanpools to travel to work, rather
than driving lower occupancy vehicles. It would also create
an equitable set of commuter benefits regardless of what
qualified benefit is selected.

It is expected that this change would be especially benefi-
cial to commuters in large metropolitan areas where $65 per
month (or even $100 per month) is insufficient to cover total
monthly transit commuting costs. 

It is expected that the bill will be reintroduced in the 2001
session of Congress. 

Selected State Legislative Proposals

This section identifies legislative proposals that were con-
sidered in 2000 or 2001 but not passed by state legislatures,
as well as proposals anticipated to be brought to vote in the
year 2001. It is not meant to be exhaustive of all legislative
proposals but highlights some important ones. These propos-
als were identified based on contacts with transportation pro-



fessionals using the TRANSP-TDM listserve, web searches,
and personal contacts with representatives of groups working
to support commuter benefits. 

California

In the 2000 California Legislative Session, Senate Bill
1427 was introduced, which called for employer tax credits
for the cost paid or incurred for providing subsidized transit
passes for employees. Sponsored by State Senator Richard
Rainey, the legislative bill called for differential tax credits
based on the provision of subsidized parking by an employer.
Under the bill, the tax credit would apply to the taxable
years beginning after January 1, 2000, and before January
1, 2005. The amount of the credit would depend on the
employer’s treatment of parking:

• 40 percent if employer provides no free or subsidized
parking,

• 20 percent if employer provides subsidized parking, or
• 10 percent if employer provides free parking.

The proposal failed in Committee, was amended, and recon-
sideration granted. Testimony was taken, but the bill was not
passed within the legislative session.

Prior law for tax years 1989 through 1995 allowed employ-
ers a tax credit of 10 to 40 percent of the cost of providing sub-
sidized transit passes to employees (depending on whether the
employer offered free or subsidized parking) and a tax credit
for the purchase or lease of shuttle or commuter vehicles as
part of an employer-sponsored ridesharing incentive program
(20 percent for an employer with 200 or more employees and
30 percent for an employer with fewer than 200 employees).
The prior tax credit was authorized for 7 years and ended in
1995. Since then, bills have been introduced in the 1995–96,
1997–98, and 1999–2000 sessions to restore tax credits for
transit benefits; however, they have not been passed. The
most recent proposal is substantially similar to the earlier
law, but also requires reporting of transit passes issued and
transit ridership.

Georgia

The state tax credit for commuter benefits that was passed
in 1999 was extremely limited: it provides for only a $25 per
year tax credit for each employee offered qualified commuter
benefits. Given the low level of the credit in relation to the $65
per month limit on tax-free transit/vanpool benefits, advocates
have suggested increasing the tax credit value. It is expected
that legislation will be considered in the 2001 session of the
state legislature to increase the tax credit. A bill (HB 167)
has also been introduced in the 2001 session of the General
Assembly to enact a substantial tax credit for employers who
implement telecommuting programs for their employees. 
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New Jersey

New Jersey adopted legislation in July 2001 that allows
employers to take a tax credit of 10 percent on commuter
benefits programs, up to $100 per employee ($120 per
employee after January 2002). The total tax credit cannot
exceed 50 percent of the employer’s annual tax liability. The
same legislation also allowed state agencies to offer commuter
benefits to their employees. Finally, for purposes of calculat-
ing state income taxes, the legislation sets a tax-free limit
of $1,000 annually, adjusted by the Consumer Price Index
(higher than the federal limit of $780). However, this figure
rises to $1,200 in 2002, bringing it into line with federal law. 

Connecticut

In October 2000, Connecticut Governor John Rowland
announced his plan to offer pre-tax transit benefits to state
employees. This announcement came at a meeting of the
Stamford Chamber of Commerce. The state already has a
similar program for non-government employees entitled
“Deduct-a-Ride,” which began operations and started pro-
viding tax-free transit benefits in 1999. 

INTERNAL REVENUE CODE SECTION 132(F)
(as amended by TEA-21)

The section below contains the tax code that governs federal
tax policy on commuter benefits:

(f) Qualified transportation fringe 

(1) In general 

For purposes of this section, the term “qualified transportation
fringe” means any of the following provided by an employer
to an employee: 

(A) Transportation in a commuter highway vehicle if such
transportation is in connection with travel between the
employee’s residence and place of employment. 

(B) Any transit pass. 

(C) Qualified parking. 

(2) Limitation on exclusion 

The amount of the fringe benefits which are provided by an
employer to any employee and which may be excluded from
gross income under subsection (a)(5) shall not exceed—

(A) $65 per month in the case of the aggregate of the benefits
described in subparagraphs (A) and (B) of paragraph (1), and 



(B) $175 per month in the case of qualified parking. 

(3) Cash reimbursements 

For purposes of this subsection, the term “qualified transporta-
tion fringe” includes a cash reimbursement by an employer
to an employee for a benefit described in paragraph (1). The
preceding sentence shall apply to a cash reimbursement for
any transit pass only if a voucher or similar item which may
be exchanged only for a transit pass is not readily available
for direct distribution by the employer to the employee. 

(4) No constructive receipt 

No amount shall be included in the gross income of an
employee solely because the employee may choose between
any qualified transportation fringe and compensation which
would otherwise be includible in gross income of such
employee. 

(5) Definitions 

For purposes of this subsection—

(A) Transit pass The term “transit pass” means any pass,
token, farecard, voucher, or similar item entitling a person to
transportation (or transportation at a reduced price) if such
transportation is—

(i) on mass transit facilities (whether or not publicly owned),
or 

(ii) provided by any person in the business of transporting
persons for compensation or hire if such transportation is
provided in a vehicle meeting the requirements of subpara-
graph (B)(i). 

(B) Commuter highway vehicle. The term “commuter high-
way vehicle” means any highway vehicle—

(i) the seating capacity of which is at least 6 adults (not
including the driver), and 

(ii) at least 80 percent of the mileage use of which can rea-
sonably be expected to be—

(I) for purposes of transporting employees in connection with
travel between their residences and their place of employ-
ment, and 

(II) on trips during which the number of employees trans-
ported for such purposes is at least 1/2 of the adult seating
capacity of such vehicle (not including the driver). 

(C) Qualified parking. The term “qualified parking” means
parking provided to an employee on or near the business
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premises of the employer or on or near a location from which
the employee commutes to work by transportation described
in subparagraph (A), in a commuter highway vehicle, or by
carpool. Such term shall not include any parking on or near
property used by the employee for residential purposes. 

(D) Transportation provided by employer. Transportation
referred to in paragraph (1)(A) shall be considered to be pro-
vided by an employer if such transportation is furnished in a
commuter highway vehicle operated by or for the employer. 

(E) Employee. For purposes of this subsection, the term
“employee” does not include an individual who is an
employee within the meaning of section 401(c)(1). 

(6) Inflation adjustment 

(A) In general

In the case of any taxable year beginning in a calendar year
after 1999, the dollar amounts contained in subparagraphs
(A) and (B) of paragraph (2) shall be increased by an amount
equal to—

(i) such dollar amount, multiplied by 

(ii) the cost-of-living adjustment determined under section
1(f)(3) for the calendar year in which the taxable year begins,
by substituting “calendar year 1998” for “calendar year
1992”. 

(B) Rounding 

If any increase determined under subparagraph (A) is not a
multiple of $5, such increase shall be rounded to the next
lowest multiple of $5. 

(7) Coordination with other provisions 

For purposes of this section, the terms “working condition
fringe” and “de minimis fringe” shall not include any quali-
fied transportation fringe (determined without regard to para-
graph (2)).

FINAL IRS REGULATION: QUALIFIED
TRANSPORTATION FRINGE BENEFITS

This section contains the Final IRS regulation pertaining to
qualified transportation fringe benefits, issued in January, 2001. 

DEPARTMENT OF THE TREASURY

Internal Revenue Service (IRS)

26 CFR Parts 1 and 602



[TD 8933]

RIN 1545-AX33

Qualified Transportation Fringe Benefits

AGENCY: Internal Revenue Service (IRS), Treasury.

ACTION: Final regulation.

SUMMARY: This document contains final regulations relat-
ing to qualified transportation fringe benefits. These final reg-
ulations provide rules to ensure that transportation benefits
provided to employees are excludable from gross income.
These final regulations reflect changes to the law made by the
Energy Policy Act of 1992, the Taxpayer Relief Act of 1997,
and the Transportation Equity Act for the 21st Century. These
final regulations affect employers that offer qualified trans-
portation fringes and employees who receive these benefits.

DATES: Effective Date: These regulations are effective Jan-
uary 11, 2001.

Applicability Date: For dates of applicability, see Sec.
1.132-9(b), Q/A-25.

FOR FURTHER INFORMATION CONTACT: John
Richards, (202) 622-6040 (not a toll-free number).

SUPPLEMENTARY INFORMATION:

Paperwork Reduction Act

The collection of information contained in these final regu-
lations has been reviewed and approved by the Office of
Management and Budget in accordance with the Paperwork
Reduction Act of 1995 (44 U.S.C. 3507) under control num-
ber 1545-1676. Responses to this collection of information are
mandatory to obtain the benefit described under section 132(f).

An agency may not conduct or sponsor, and a person is not
required to respond to, a collection of information unless it
displays a valid control number assigned by the Office of
Management and Budget.

The estimated average annual recordkeeping burden per
recordkeeper is 26.5 hours. The estimated annual reporting
burden per respondent is .8 hours.

Comments concerning the accuracy of this burden estimate
and suggestions for reducing this burden should be sent to the
Internal Revenue Service, Attn: IRS Reports Clearance Offi-
cer, W:CAR:MO:FP:S:O, Washington, DC 20224, and to the
Office of Management and Budget, Attn: Desk Officer for
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the Department of the Treasury, Office of Information and
Regulatory Affairs, Washington, DC 20503.

Books or records relating to a collection of information must
be retained as long as their contents might become material
in the administration of any internal revenue law. Generally,
tax returns and tax return information are confidential, as
required by 26 U.S.C. 6103.

Background

This document contains amendments to 26 CFR part 1 (Income
Tax Regulations). On January 27, 2000, a proposed regula-
tion (REG-113572-99) relating to qualified transportation
fringes was published in the Federal Register (65 FR 4388).
A public hearing was held on June 1, 2000. Written or elec-
tronic comments responding to the notice of proposed rule-
making were received. After consideration of all the com-
ments, the proposed regulations are adopted as amended by
this Treasury decision. The revisions are discussed below.

Explanation of Provisions and Summary 
of Comments

In general, comments received on the proposed regulations
were favorable and, accordingly, the final regulations retain
the general structure of the proposed regulations, including the
question and answer format and a variety of examples illus-
trating the substance of the final regulations. However, com-
mentators made a number of specific recommendations for
modifications and clarifications of the regulations. In response
to these comments, the final regulations incorporate the mod-
ifications and clarifications described below. 

A. Whether Vouchers are Readily Available

Section 132(f)(3) provides that qualified transportation fringes
include cash reimbursement for transit passes “only if a
voucher or similar item which may be exchanged only for a
transit pass is not readily available for direct distribution by the
employer to the employee.” Thus, if vouchers are readily avail-
able, the employer must use vouchers and cash reimbursement
of a mass transit expense would not be a qualified transporta-
tion fringe. Most of the comments received addressed the issue
of whether vouchers are “readily available.” Commentators
representing employers generally favored rules permitting
cash reimbursement. Commentators representing transit oper-
ators and voucher providers generally favored rules not per-
mitting cash reimbursement. The following discusses three
issues raised by commentators: first, whether the proposed
regulations’ 1 percent safe harbor should be retained; second,
whether internal administrative costs should be considered in
applying the 1 percent test; and third, whether other non-
financial restrictions should be considered in determining
whether vouchers are readily available.



1. The 1 Percent Safe Harbor

Under Notice 94-3, 1994-1 C.B. 327, and the proposed regu-
lations, a voucher is readily available if an employer can obtain
it on terms no less favorable than those available to an indi-
vidual employee and without incurring a significant adminis-
trative cost. Under the proposed regulations, administrative
costs relate only to fees paid to fare media providers, and the
determination of whether obtaining a voucher would result
in a significant administrative cost is made with respect to
each transit system voucher. The proposed regulations pro-
vide a rule under which administrative costs are treated 
as significant if the average monthly administrative costs
incurred by the employer for a voucher (disregarding deliv-
ery charges imposed by the fare media provider to the extent
not in excess of $15 per order) are more than 1 percent of the
average monthly value of the vouchers for a system.

Commentators, in particular those representing fare media
providers and transit operators, suggested that the fare media
provider fee percentage causing vouchers to not be readily
available should be raised because many fare media providers
charge fees in excess of the 1 percent limit and, thus, under this 

[[Page 2242]]

test, transit vouchers would not be considered readily avail-
able in some large metropolitan areas. These commentators
assert that the 1 percent test is therefore contrary to the intent
of the statute. Commentators suggested that the 1 percent
test, particularly if combined with inadequate cash reim-
bursement substantiation requirements, may result in tax-
payer abuse, with the result that the benefit might not be used
for the purpose for which it is intended, which is to increase
the use of mass transit. In addition, commentators testified at
the public hearing that the mandatory use of vouchers (with
no ability to use cash reimbursement if vouchers are readily
available) would increase the use of vouchers and promote
the development of advanced technologies that minimize
the burden on employers while ensuring that the benefit is
used for mass transit. These new technologies might allow
an employer to make payment directly to the transit operator,
who in turn credits fare to the employee’s magnetic media
fare card, thus eliminating the need for employers to incur the
expense of distributing vouchers.

Other commentators, in particular groups representing employ-
ers, generally favored the 1 percent test, but suggested that
internal costs be considered in applying the test (discussed
below). These commentators took the position that an increase
in the percentage might affect the market charge for such ser-
vices. There was also a concern that a strict voucher-use
requirement would result in fewer employers adopting transit
pass programs, thus frustrating the purpose of section 132(f)
to increase the use of mass transit. The final regulations retain
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the 1 percent test. The 1 percent test, applicable for years
beginning after December 31, 2003, is appropriate in light of
the rule (discussed below) that only voucher provider fees are
considered in determining availability. It is intended that the
delayed application of this rule would provide sufficient time
for those affected by this rule to modify their systems and pro-
cedures appropriately. The 1 percent threshold, coupled with
the exclusion of internal administrative costs from the readily
available determination, represents a balanced approach that
will promote the growth of voucher programs in most trans-
portation areas. In addition, raising the percentage threshold
could curtail the growth in transit benefit programs, which
would be contrary to the goal of increasing the use of mass
transit. Finally, in cases where cash reimbursement is allowed,
adequate substantiation requirements will ensure that tran-
sit pass benefits will actually go toward mass transportation
usage. In this regard, the proposed regulations provide that
employers must implement reasonable procedures to ensure
that an amount equal to the reimbursement was incurred for
transit passes. For example, the final regulations clarify that
in circumstances when employee certification is a reasonable
reimbursement procedure, it must occur after the expense is
incurred.

The final regulations also clarify the application of the 1 per-
cent rule if multiple vouchers for a transit system are avail-
able for distribution by an employer to employees, and if mul-
tiple transit system vouchers are required in an area to meet
the transit needs of an employer’s employees. The final regu-
lations provide that if multiple transit system vouchers are
available for direct distribution to employees, the employer
must consider the lowest cost voucher for purposes of deter-
mining whether the voucher provider fees cause vouchers to
not be readily available. However, if multiple vouchers are
required in an area to meet the transit needs of the individual
employees in that area, the employer has the option of aver-
aging the costs applied to vouchers from each system for pur-
poses of determining whether the voucher provider fees cause
vouchers to not be readily available.

2. Internal Administrative Costs

Several commentators representing employers recommended
that, in addition to fare media provider fees, internal adminis-
trative costs, especially security and distribution costs, should
be considered in determining whether vouchers are readily
available. These commentators noted that administrative costs
are increased when an employer must maintain both a voucher
system and a reimbursement system to provide qualified
transportation fringes. For example, the employer may main-
tain a cash reimbursement system for transportation in a
commuter highway vehicle and qualified parking, and also
maintain a voucher system for transit passes. In addition, sev-
eral commentators suggested that the increased costs and
administrative burden for employers that maintain offices in



multiple cities should also be considered in determining
whether vouchers are readily available.

The final regulations retain the test considering only fees paid
to voucher providers in determining availability based on a
plain reading of the terms of the statute. The language “read-
ily available for direct distribution by the employer to the
employee” under section 132(f)(3) in its plain, ordinary sense
means that vouchers are easily obtainable for direct distribu-
tion to the employer’s employees. The determination of avail-
ability bears no relationship with costs that may be incurred
after vouchers have been obtained. The service fees charged
by voucher providers and delivery costs can reasonably be
viewed as affecting whether vouchers are easily obtainable;
an employer’s internal costs of subsequently administering a
voucher program would not. Thus, based upon the plain lan-
guage of section 132(f), internal administrative costs do not
affect whether vouchers are readily available. Moreover, the
test considering only voucher provider fees is a comparatively
simple bright line test. A test that depends on the employer’s
internal administrative costs would necessarily be complex,
requiring complex rules that would be difficult for employ-
ers to apply.

3. Other Nonfinancial Restrictions

Commentators representing employers suggested that nonfi-
nancial factors should be considered in determining whether
vouchers are readily available. They suggested that factors
such as whether there are reasonable advance purchase and
minimum purchase requirements, and whether vouchers can
be purchased in appropriate denominations, should be con-
sidered in determining availability. The final regulations adopt
this suggestion because nonfinancial restrictions would rea-
sonably affect whether vouchers are available for distribution
by an employer to an employee.

The final regulations provide guidance on the types of non-
financial restrictions that cause vouchers to not be readily
available. The final regulations provide that certain non-
financial restrictions, such as a voucher provider not mak-
ing vouchers available for purchase at reasonable intervals or
failing to provide the vouchers within a reasonable period
after receiving payment for the voucher, cause vouchers to
not be readily available. In addition, if a voucher provider
does not provide vouchers in reasonably appropriate quanti-
ties, or in reasonably appropriate denominations, vouchers
may not be readily available.

When and as the standards in these final regulations go into
effect, they will supercede the current law standards in
Notice 94-3.
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B. Advance Transit Passes

Commentators suggested that the administration of transit
pass programs would be improved if vouchers were permit-
ted to be distributed in advance for more than one month. The
final regulations adopt this suggestion. In October of this
year, the IRS issued Announcement 2000-78 (2000-43 I.R.B.
428) to notify taxpayers that, when finalized, the regulations
will clarify that transit passes may be distributed in advance
for more than one month (such as for a calendar quarter) by
taking into account the monthly limits for all months for which
the transit passes are distributed. The announcement further
provides, however, that if an employee receives advance
transit passes, and the employee’s employment terminates
before the beginning of the last month of the period for which
the transit passes were provided, the employer must include
in the employee’s wages, for income and for employment tax
purposes (FICA, FUTA, and income tax withholding), the
value of the passes provided for those month(s) beginning
after the employee’s employment terminates to the extent the
employer does not recover those transit passes or the value
of those passes. The announcement provides that pending the
issuance of these final regulations, employers may rely on the
announcement.

The final regulations differ from the announcement in one
respect. In any case in which transit passes are provided in
advance for a period of no more than three months (such as for
a calendar quarter), but the recipient ceases to be an employee
before the beginning of the last month in that period, the final
regulations provide that the value of a transit pass provided
in advance for a month is excluded from wages for employ-
ment tax (FICA, FUTA, and income tax withholding) pur-
poses (but not for income tax purposes) unless at the time
the transit passes were distributed there was an established
termination date that was before the beginning of the last
month of that period and the employee does in fact termi-
nate employment before the beginning of the last month of
that period.

C. Qualified Parking

The final regulations address whether reimbursement paid to
an employee for parking at a work location away from the
employee’s permanent work location is excludable from
wages for income and employment tax purposes under sec-
tion 132(f). Section 132(f)(5)(C) defines qualified parking, in
part, as “parking provided to an employee on or near the
business premises of the employer * * * .” The final regula-
tions provide that qualified parking includes parking on or
near a work location at which the employee performs ser-
vices for the employer. However, qualified parking does not
include reimbursement for parking that is otherwise exclud-
able from gross income as a reimbursement treated as paid
under an accountable plan under Sec. 1.62-2 of the Income



Tax Regulations, or parking provided in kind to an employee
that is excludable from the employee’s gross income as a
working condition fringe under section 132(a)(3). Thus, if
the exclusion at Sec. 1.62-2 or section 132(a)(3) is available
(even if not reimbursed by the employer), then section 132(f)
does not apply.

Whether a reimbursement for local transportation expenses,
including parking at a work location away from the employee’s
permanent work location, is excludable from the employee’s
gross income under Sec. 1.62-2, or whether parking provided
in kind to an employee is excludable from the employee’s
gross income under section 132(a)(3), is determined based
upon whether the parking expenses would be deductible if
paid or incurred by the employee under section 162(a) as an
expense incurred in the employee’s trade or business of being
an employee for the employer. Secs. 1.62-2(d); 1.132-5(a)(2).
Revenue Ruling 99-7 (1999-1 C.B. 361) addresses under what
circumstances daily transportation expenses, including park-
ing, incurred by a taxpayer in going between the taxpayer’s
residence and a work location are deductible by the taxpayer
under section 162(a). 

The final regulations provide the minimum requirements to
ensure that transportation benefits are qualified transporta-
tion fringes under section 132(f). An employer may have a
transit benefit program that is more restrictive than a program
meeting the minimum requirements under the regulations. In
addition, these regulations do not affect the application of
authorities outside the Internal Revenue Code which may
restrict a transportation benefit program. Federal Government
agencies, for example, may be required by other federal law
to implement restrictions beyond those required under these
regulations.

D. Applicability Date

The regulations are generally applicable for taxable years
beginning after December 31, 2001. However, in order to
provide a transition period for those affected by the 1 percent
rule (described under “T 1 percent safe harbor” in this pre-
amble), that rule is applicable for taxable years beginning
after December 31, 2003.

Effect on Other Documents

The following document is obsolete as of January 11, 2001: 

Announcement 2000-78 (2000-43 I.R.B. 428).

The following document is modified as of the date these regu-
lations become applicable (see Q/A-25): Notice 94-3 (1994-1
C.B. 327).
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Special Analyses

It has been determined that this Treasury Decision is not a
significant regulatory action as defined in Executive Order
12866. Therefore, a regulatory assessment is not required. It
also has been determined that section 553(b) of the Admin-
istrative Procedure Act (5 U.S.C. chapter 5) does not apply
to these regulations. A final regulatory flexibility analysis has
been prepared for the collection of information in this Trea-
sury decision under 5 U.S.C. 604. A summary of the analy-
sis is set forth in this preamble under the heading “Summary
of Final Regulatory Flexibility Analysis.”

Summary of Final Regulatory 
Flexibility Analysis

This analysis is required under the Regulatory Flexibility Act
(5 U.S.C. chapter 6). The collection of information under this
rule is based upon the requirements under section 132(f). We
estimate that approximately 265,000 employers that provide
qualified transportation fringes to their employees will be
affected by the recordkeeping requirements of this rule. None
of the comments received in response to the notice of pro-
posed rulemaking specifically addressed the initial regula-
tory flexibility analysis.

Section 132(f)(3) provides that qualified transportation fringes
may be provided in the form of cash reimbursement. The
legislative history indicates that an employer providing
cash reimbursement to the employer’s employees for qual-
ified transportation fringes must establish a bona fide reim-
bursement arrangement. As a condition to providing cash
reimbursement for qualified transportation fringes, this rule
provides that employers must receive substantiation from
employees. The objective of this rule is to ensure that reim-
bursements are made for qualified transportation fringes.

Whether an arrangement constitutes a bona fide reimburse-
ment arrangement varies depending on the facts and circum-
stances, including the method or methods of payment utilized
within a mass transit system. An employee certification in
either written or electronic form may be sufficient depending
upon the facts and circumstances. For example, if receipts are
not provided in the ordinary course of business, such as with
respect to metered parking or used transit passes that cannot be
returned to the user, an employee certification that expenses
have been incurred constitutes a reasonable reimbursement
procedure. A certification that expenses will be incurred in
the future, by itself, is not a reasonable reimbursement pro-
cedure. There are no particular professional skills required to
maintain these records. 

In addition, section 132(f)(4) provides that an employee may
choose between cash compensation and qualified transporta-
tion fringes. This rule provides that an employer may allow



an employee the choice to receive either a fixed amount of
cash compensation at a specified future date or a fixed amount
of qualified transportation fringes to be provided for a speci-
fied future period (such as qualified parking to be used during
a future calendar month). This rule provides that employers
must keep records with respect to employee compensation
reduction elections. An employee’s election must be in writ-
ing or some other permanent and verifiable form, and include
the date of the election, the amount of compensation to be
reduced, and the period for which the qualified transportation
fringes will be provided. The objective of this rule is to ensure
against recharacterization of taxable compensation after it has
been paid to the employee. There are no particular profes-
sional skills required to maintain these records.

A less burdensome alternative for small organizations would
be to exempt those entities from the recordkeeping require-
ments under this rule. However, it would be inconsistent with
the statutory provisions and legislative history to exempt those
entities from the recordkeeping requirements imposed under
this rule.

This rule provides several options which avoid more burden-
some recordkeeping requirements for small entities. This rule
provides that (1) there are no substantiation requirements if the
employer distributes transit passes in kind; (2) a compensation
reduction election may be made electronically; (3) an election
to reduce compensation may be automatically renewed; (4) an
employer may provide for deemed compensation reduction
elections under its qualified transportation fringe benefit
plan; and (5) a requirement that a voucher be distributed in-
kind by the employer is satisfied if the voucher is distrib-
uted by the employer or by another person on behalf of the
employer (for example, if a transit operator credits amounts
to the employee’s fare card as a result of payments made to
the operator by the employer).

Drafting Information

The principal author of these regulations is John Richards,
Office of the Assistant Chief Counsel (Exempt Organizations/
Employment Tax/Government Entities). However, other per-
sonnel from the IRS and Treasury Department participated in
their development.

List of Subjects

26 CFR Part 1

Employment taxes, Income taxes, Reporting and record-
keeping requirements.

26 CFR Part 602

Reporting and recordkeeping requirements.
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Adoption of Amendments to the Regulations

Accordingly, 26 CFR parts 1 and 602 are amended as follows:

PART 1—INCOME TAXES

Paragraph 1. The authority citation for part 1 continues to
read in part as follows:

Authority: 26 U.S.C. 7805 * * *

Par. 2. Section 1.132-0 is amended by:

1. Adding an entry for Sec. 1.132-5(p)(4)

2. Adding entries for Sec. 1.132-9.

The additions read as follows:

Sec. 1.132-0 Outline of regulations under section 132.

* * * * *

Sec. 1.132-5 Working condition fringes.

* * * * *

(p) * * *

(4) Dates of applicability.

* * * * *

Sec. 1.132-9 Qualified transportation fringes.

(a) Table of contents.

(b) Questions and answers.

Par. 3. Section 1.132-5 is amended by adding paragraph (p)(4)
to read as follows:

Sec. 1.132-5 Working condition fringes.

* * * * *

(p) * * *

(4) Dates of applicability. This paragraph (p) applies to
benefits provided before January 1, 1993. For benefits pro-
vided after December 31, 1992, see Sec. 1.132-9.

Par. 4. Section 1.132-9 is added to read as follows:



Sec. 1.132-9 Qualified transportation fringes.

(a) Table of contents. This section contains a list of the
questions and answers in Sec. 1.132-9.

(1) General rules.

Q-1. What is a qualified transportation fringe?

Q-2. What is transportation in a commuter highway vehicle?

Q-3. What are transit passes?

Q-4. What is qualified parking?

Q-5. May qualified transportation fringes be provided to
individuals who are not employees?

Q-6. Must a qualified transportation fringe benefit plan be
in writing?

(2) Dollar limitations.

Q-7. Is there a limit on the value of qualified transporta-
tion fringes that may be excluded from an employee’s gross
income?

Q-8. What amount is includible in an employee’s wages
for income and employment tax purposes if the value of the
qualified transportation fringe exceeds the applicable statu-
tory monthly limit?

Q-9. Are excludable qualified transportation fringes cal-
culated on a monthly basis?

Q-10. May an employee receive qualified transportation
fringes from more than one employer?

(3) Compensation reduction.

Q-11. May qualified transportation fringes be provided to
employees pursuant to a compensation reduction agreement? 

Q-12. What is a compensation reduction election for pur-
poses of section 132(f)?

Q-13. Is there a limit to the amount of the compensation
reduction?

Q-14. When must the employee have made a compensa-
tion reduction election and under what circumstances may
the amount be paid in cash to the employee?

Q-15. May an employee whose qualified transportation
fringe costs are less than the employee’s compensation reduc-
tion carry over this excess amount to subsequent periods?
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(4) Expense reimbursements.

Q-16. How does section 132(f) apply to expense reim-
bursements?

Q-17. May an employer provide nontaxable cash reim-
bursement under section 132(f) for periods longer than one
month?

Q-18. What are the substantiation requirements if an
employer distributes transit passes?

Q-19. May an employer choose to impose substantiation
requirements in addition to those described in this regulation?

(5) Special rules for parking and vanpools.

Q-20. How is the value of parking determined?

Q-21. How do the qualified transportation fringe rules apply
to van pools?

(6) Reporting and employment taxes.
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Q-22. What are the reporting and employment tax require-
ments for qualified transportation fringes?

(7) Interaction with other fringe benefits.

Q-23. How does section 132(f) interact with other fringe
benefit rules?

(8) Application to individuals who are not employees.

Q-24. May qualified transportation fringes be provided
to individuals who are partners, 2-percent shareholders of
S-corporations, or independent contractors?

(9) Effective date.

Q-25. What is the effective date of this section?

(b) Questions and answers.

Q-1. What is a qualified transportation fringe?

A-1. (a) The following benefits are qualified transportation
fringe benefits:

(1) Transportation in a commuter highway vehicle.

(2) Transit passes.



(3) Qualified parking.

(b) An employer may simultaneously provide an employee
with any one or more of these three benefits.

Q-2. What is transportation in a commuter highway
vehicle?

A-2. Transportation in a commuter highway vehicle is
transportation provided by an employer to an employee in
connection with travel between the employee’s residence
and place of employment. A commuter highway vehicle is a
highway vehicle with a seating capacity of at least 6 adults
(excluding the driver) and with respect to which at least 80
percent of the vehicle’s mileage for a year is reasonably
expected to be—

For transporting employees in connection with travel between
their residences and their place of employment; and

(b) On trips during which the number of employees trans-
ported for commuting is at least one-half of the adult seating
capacity of the vehicle (excluding the driver).

Q-3. What are transit passes?

A-3. A transit pass is any pass, token, farecard, voucher,
or similar item (including an item exchangeable for fare
media) that entitles a person to transportation—

(a) On mass transit facilities (whether or not publicly
owned); or

(b) Provided by any person in the business of transporting
persons for compensation or hire in a highway vehicle with
a seating capacity of at least 6 adults (excluding the driver).

Q-4. What is qualified parking?

A-4. (a) Qualified parking is parking provided to an
employee by an employer—

(1) On or near the employer’s business premises; or

(2) At a location from which the employee commutes to
work (including commuting by carpool, commuter highway
vehicle, mass transit facilities, or transportation provided by
any person in the business of transporting persons for com-
pensation or hire).

(b) For purposes of section 132(f), parking on or near the
employer’s business premises includes parking on or near a
work location at which the employee provides services for
the employer. However, qualified parking does not include—
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(1) The value of parking provided to an employee that is
excludable from gross income under section 132(a)(3) (as a
working condition fringe), or

(2) Reimbursement paid to an employee for parking costs
that is excludable from gross income as an amount treated as
paid under an accountable plan. See Sec. 1.62-2.

(c) However, parking on or near property used by the
employee for residential purposes is not qualified parking.

(d) Parking is provided by an employer if—

(1) The parking is on property that the employer owns or
leases;

(2) The employer pays for the parking; or

(3) The employer reimburses the employee for parking
expenses (see Q/A-16 of this section for rules relating to cash
reimbursements).

Q-5. May qualified transportation fringes be provided
to individuals who are not employees?

A-5. An employer may provide qualified transportation
fringes only to individuals who are currently employees of
the employer at the time the qualified transportation fringe is
provided. The term employee for purposes of qualified trans-
portation fringes is defined in Sec. 1.132-1(b)(2)(i). This
term includes only common law employees and other statu-
tory employees, such as officers of corporations. See Q/A-24
of this section for rules regarding partners, 2-percent share-
holders, and independent contractors.

Q-6. Must a qualified transportation fringe benefit
plan be in writing?

A-6. No. Section 132(f) does not require that a qualified
transportation fringe benefit plan be in writing.

Q-7. Is there a limit on the value of qualified trans-
portation fringes that may be excluded from an employee’s
gross income?

A-7. (a) Transportation in a commuter highway vehicle
and transit passes. Before January 1, 2002, up to $65 per
month is excludable from the gross income of an employee
for transportation in a commuter highway vehicle and transit
passes provided by an employer. On January 1, 2002, this
amount is increased to $100 per month.

(b) Parking. Up to $175 per month is excludable from the
gross income of an employee for qualified parking.



(c) Combination. An employer may provide qualified park-
ing benefits in addition to transportation in a commuter high-
way vehicle and transit passes.

(d) Cost-of-living adjustments. The amounts in paragraphs
(a) and (b) of this Q/A-7 are adjusted annually, beginning
with 2000, to reflect cost-of-living. The adjusted figures are
announced by the Service before the beginning of the year.

Q-8. What amount is includible in an employee’s wages
for income and employment tax purposes if the value of
the qualified transportation fringe exceeds the applicable
statutory monthly limit?

A-8. (a) Generally, an employee must include in gross
income the amount by which the fair market value of the
benefit exceeds the sum of the amount, if any, paid by the
employee and any amount excluded from gross income under
section 132(a)(5). Thus, assuming no other statutory exclusion
applies, if an employer provides an employee with a quali-
fied transportation fringe that exceeds the applicable statutory
monthly limit and the employee does not make any pay-
ment, the value of the benefits provided in excess of the appli-
cable statutory monthly limit is included in the employee’s
wages for income and employment tax purposes. See Sec.
1.61-21(b)(1).

(b) The following examples illustrate the principles of this
Q/A-8:

Example 1. (i) For each month in a year in which the statu-
tory monthly transit pass limit is $100 (i.e., a year after
2001), Employer M provides a transit pass valued at $110 to
Employee D, who does not pay any amount to Employer M
for the transit pass.

(ii) In this Example 1, because the value of the monthly
transit pass exceeds the statutory monthly limit by $10, $120
($110 − $100, times 12 months) must be included in D’s
wages for income and employment tax purposes for the year
with respect to the transit passes.

Example 2. (i) For each month in a year in which the statu-
tory monthly qualified parking limit is $175, Employer M
provides qualified parking valued at $195 to Employee E,
who does not pay any amount to M for the parking.

(ii) In this Example 2, because the fair market value of the
qualified parking exceeds the statutory monthly limit by $20,
$240 ($195 − $175, times 12 months) must be included in
Employee E’s wages for income and employment tax pur-
poses for the year with respect to the qualified parking.

Example 3. (i) For each month in a year in which the statu-
tory monthly qualified parking limit is $175, Employer P
provides
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qualified parking with a fair market value of $220 per month
to its employees, but charges each employee $45 per month.

(ii) In this Example 3, because the sum of the amount paid
by an employee ($45) plus the amount excludable for quali-
fied parking ($175) is not less than the fair market value of the
monthly benefit, no amount is includible in the employee’s
wages for income and employment tax purposes with respect
to the qualified parking.

Q-9. Are excludable qualified transportation fringes
calculated on a monthly basis?

A-9. (a) In general. Yes. The value of transportation in a
commuter highway vehicle, transit passes, and qualified park-
ing is calculated on a monthly basis to determine whether the
value of the benefit has exceeded the applicable statutory
monthly limit on qualified transportation fringes. Except in
the case of a transit pass provided to an employee, the appli-
cable statutory monthly limit applies to qualified transporta-
tion fringes used by the employee in a month. Monthly exclu-
sion amounts are not combined to provide a qualified
transportation fringe for any month exceeding the statutory
limit. A month is a calendar month or a substantially equiva-
lent period applied consistently.

(b) Transit passes. In the case of transit passes provided to
an employee, the applicable statutory monthly limit applies to
the transit passes provided by the employer to the employee
in a month for that month or for any previous month in the cal-
endar year. In addition, transit passes distributed in advance
for more than one month, but not for more than twelve
months, are qualified transportation fringes if the require-
ments in paragraph (c) of this Q/A-9 are met (relating to the
income tax and employment tax treatment of advance transit
passes). The applicable statutory monthly limit under section
132(f)(2) on the combined amount of transportation in a com-
muter highway vehicle and transit passes may be calculated
by taking into account the monthly limits for all months for
which the transit passes are distributed. In the case of a pass
that is valid for more than one month, such as an annual pass,
the value of the pass may be divided by the number of months
for which it is valid for purposes of determining whether the
value of the pass exceeds the statutory monthly limit.

(c) Rule if employee’s employment terminates—(1) Income
tax treatment. The value of transit passes provided in advance
to an employee with respect to a month in which the indi-
vidual is not an employee is included in the employee’s wages
for income tax purposes.

(2) Reporting and employment tax treatment. Transit passes
distributed in advance to an employee are excludable from



wages for employment tax purposes under sections 3121,
3306, and 3401 (FICA, FUTA, and income tax withholding)
if the employer distributes transit passes to the employee in
advance for not more than three months and, at the time the
transit passes are distributed, there is not an established date
that the employee’s employment will terminate (for example,
if the employee has given notice of retirement) which will
occur before the beginning of the last month of the period for
which the transit passes are provided. If the employer dis-
tributes transit passes to an employee in advance for not
more than three months and at the time the transit passes are
distributed there is an established date that the employee’s
employment will terminate, and the employee’s employment
does terminate before the beginning of the last month of the
period for which the transit passes are provided, the value of
transit passes provided for months beginning after the date of
termination during which the employee is not employed by
the employer is included in the employee’s wages for
employment tax purposes. If transit passes are distributed in
advance for more than three months, the value of transit
passes provided for the months during which the employee
is not employed by the employer is includible in the
employee’s wages for employment tax purposes regardless
of whether at the time the transit passes were distributed
there was an established date of termination of the
employee’s employment.

(d) Examples. The following examples illustrate the prin-
ciples of this Q/A-9:

Example 1. (i) Employee E incurs $150 for qualified park-
ing used during the month of June of a year in which the
statutory monthly parking limit is $175, for which E is reim-
bursed $150 by Employer R. Employee E incurs $180 in
expenses for qualified parking used during the month of July
of that year, for which E is reimbursed $180 by Employer R.

(ii) In this Example 1, because monthly exclusion amounts
may not be combined to provide a benefit in any month greater
than the applicable statutory limit, the amount by which the
amount reimbursed for July exceeds the applicable statu-
tory monthly limit ($180 minus $175 equals $5) is includi-
ble in Employee E’s wages for income and employment tax
purposes.

Example 2. (i) Employee F receives transit passes from
Employer G with a value of $195 in March of a year (for
which the statutory monthly transit pass limit is $65) for Jan-
uary, February, and March of that year. F was hired during
January and has not received any transit passes from G.

(ii) In this Example 2, the value of the transit passes (three
months times $65 equals $195) is excludable from F’s wages
for income and employment tax purposes.
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Example 3. (i) Employer S has a qualified transportation
fringe benefit plan under which its employees receive transit
passes near the beginning of each calendar quarter for that
calendar quarter. All employees of Employer S receive tran-
sit passes from Employer S with a value of $195 on March
31 for the second calendar quarter covering the months April,
May, and June (of a year in which the statutory monthly tran-
sit pass limit is $65).

(ii) In this Example 3, because the value of the transit
passes may be calculated by taking into account the monthly
limits for all months for which the transit passes are distrib-
uted, the value of the transit passes (three months times $65
equals $195) is excludable from the employees’ wages for
income and employment tax purposes.

Example 4. (i) Same facts as in Example 3, except that
Employee T, an employee of Employer S, terminates employ-
ment with S on May 31. There was not an established date
of termination for Employee T at the time the transit passes
were distributed.

(ii) In this Example 4, because at the time the transit passes
were distributed there was not an established date of termina-
tion for Employee T, the value of the transit passes provided
for June ($65) is excludable from T’s wages for employment
tax purposes. However, the value of the transit passes dis-
tributed to Employee T for June ($65) is not excludable from
T’s wages for income tax purposes.

(iii) If Employee T’s May 31 termination date was estab-
lished at the time the transit passes were provided, the value
of the transit passes provided for June ($65) is included in T’s
wages for both income and employment tax purposes.

Example 5. (i) Employer F has a qualified transportation
fringe benefit plan under which its employees receive tran-
sit passes semi-annually in advance of the months for which
the transit passes are provided. All employees of Employer
F, including Employee X, receive transit passes from F with
a value of $390 on June 30 for the 6 months of July through
December (of a year in which the statutory monthly transit
pass limit is $65). Employee X’s employment terminates
and his last day of work is August 1. Employer F’s other
employees remain employed throughout the remainder of
the year.

(ii) In this Example 5, the value of the transit passes pro-
vided to Employee X for the months September, October,
November, and December ($65 times 4 months equals $260)
of the year is included in X’s wages for income and employ-
ment tax purposes. The value of the transit passes provided
to Employer F’s other employees is excludable from the
employees’ wages for income and employment tax purposes.



Example 6. (i) Each month during a year in which the
statutory monthly transit pass limit is $65, Employer R dis-
tributes transit
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passes with a face amount of $70 to each of its employees.
Transit passes with a face amount of $70 can be purchased
from the transit system by any individual for $65.

(ii) In this Example 6, because the value of the transit passes
distributed by Employer R does not exceed the applicable
statutory monthly limit ($65), no portion of the value of the
transit passes is included as wages for income and employ-
ment tax purposes.

Q-10. May an employee receive qualified transporta-
tion fringes from more than one employer?

A-10. (a) General rule. Yes. The statutory monthly limits
described in Q/A-7 of this section apply to benefits provided
by an employer to its employees. For this purpose, all employ-
ees treated as employed by a single employer under section
414(b), (c), (m), or (o) are treated as employed by a single
employer. See section 414(t) and Sec. 1.132-1(c). Thus, qual-
ified transportation fringes paid by entities under common
control under section 414(b), (c), (m), or (o) are combined for
purposes of applying the applicable statutory monthly limit. In
addition, an individual who is treated as a leased employee of
the employer under section 414(n) is treated as an employee
of that employer for purposes of section 132. See section
414(n)(3)(C).

(b) Examples. The following examples illustrate the prin-
ciples of this Q/A-10:

Example 1. (i) During a year in which the statutory
monthly qualified parking limit is $175, Employee E works
for Employers M and N, who are unrelated and not treated as
a single employer under section 414(b), (c), (m), or (o). Each
month, M and N each provide qualified parking benefits to E
with a value of $100.

(ii) In this Example 1, because M and N are unrelated
employers, and the value of the monthly parking benefit
provided by each is not more than the applicable statutory
monthly limit, the parking benefits provided by each employer
are excludable as qualified transportation fringes assuming
that the other requirements of this section are satisfied.

Example 2. (i) Same facts as in Example 1, except that
Employers M and N are treated as a single employer under
section 414(b).
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(ii) In this Example 2, because M and N are treated as a
single employer, the value of the monthly parking benefit
provided by M and N must be combined for purposes of
determining whether the applicable statutory monthly limit
has been exceeded. Thus, the amount by which the value of
the parking benefit exceeds the monthly limit ($200 minus
the monthly limit amount of $175 equals $25) for each month
in the year is includible in E’s wages for income and employ-
ment tax purposes.

Q-11. May qualified transportation fringes be pro-
vided to employees pursuant to a compensation reduction
agreement?

A-11. Yes. An employer may offer employees a choice
between cash compensation and any qualified transportation
fringe. An employee who is offered this choice and who elects
qualified transportation fringes is not required to include the
cash compensation in income if—

(a) The election is pursuant to an arrangement described in
Q/A-12 of this section;

(b) The amount of the reduction in cash compensation
does not exceed the limitation in Q/A-13 of this section;

(c) The arrangement satisfies the timing and reimburse-
ment rules in Q/A-14 and 16 of this section; and

(d) The related fringe benefit arrangement otherwise satis-
fies the requirements set forth elsewhere in this section.

Q-12. What is a compensation reduction election for
purposes of section 132(f)?

A-12. (a) Election requirements generally. A compensa-
tion reduction arrangement is an arrangement under which
the employer provides the employee with the right to elect
whether the employee will receive either a fixed amount of
cash compensation at a specified future date or a fixed
amount of qualified transportation fringes to be provided for
a specified future period (such as qualified parking to be
used during a future calendar month). The employee’s elec-
tion must be in writing or another form, such as electronic,
that includes, in a permanent and verifiable form, the infor-
mation required to be in the election. The election must con-
tain the date of the election, the amount of the compensation
to be reduced, and the period for which the benefit will be
provided. The election must relate to a fixed dollar amount
or fixed percentage of compensation reduction. An election
to reduce compensation for a period by a set amount for such
period may be automatically renewed for subsequent periods.



(b) Automatic election permitted. An employer may pro-
vide under its qualified transportation fringe benefit plan that
a compensation reduction election will be deemed to have
been made if the employee does not elect to receive cash
compensation in lieu of the qualified transportation fringe,
provided that the employee receives adequate notice that a
compensation reduction will be made and is given adequate
opportunity to choose to receive the cash compensation
instead of the qualified transportation fringe.

Q-13. Is there a limit to the amount of the compensa-
tion reduction?

A-13. Yes. Each month, the amount of the compensation
reduction may not exceed the combined applicable statutory
monthly limits for transportation in a commuter highway
vehicle, transit passes, and qualified parking. For example, for
a year in which the statutory monthly limit is $65 for trans-
portation in a commuter highway vehicle and transit passes,
and $175 for qualified parking, an employee could elect to
reduce compensation for any month by no more than $240
($65 plus $175) with respect to qualified transportation fringes.
If an employee were to elect to reduce compensation by $250
for a month, the excess $10 ($250 minus $240) would be
includible in the employee’s wages for income and employ-
ment tax purposes.

Q-14. When must the employee have made a compen-
sation reduction election and under what circumstances
may the amount be paid in cash to the employee?

A-14. (a) The compensation reduction election must sat-
isfy the requirements set forth under paragraphs (b), (c), and
(d) of this Q/A-14.

(b) Timing of election. The compensation reduction elec-
tion must be made before the employee is able currently to
receive the cash or other taxable amount at the employee’s
discretion. The determination of whether the employee is
able currently to receive the cash does not depend on whether
it has been constructively received for purposes of section
451. The election must specify that the period (such as a cal-
endar month) for which the qualified transportation fringe
will be provided must not begin before the election is made.
Thus, a compensation reduction election must relate to qual-
ified transportation fringes to be provided after the election.
For this purpose, the date a qualified transportation fringe is
provided is—

(1) The date the employee receives a voucher or similar
item; or

(2) In any other case, the date the employee uses the qual-
ified transportation fringe.
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Revocability of elections. The employee may not revoke a
compensation reduction election after the employee is able
currently to receive the cash or other taxable amount at the
employee’s discretion. 

In addition, the election may not be revoked after the begin-
ning of the period for which the qualified transportation fringe
will be provided.

(d) Compensation reduction amounts not refundable. Unless
an election is revoked in a manner consistent with paragraph
(c) of this Q/A-14, an employee may not subsequently receive
the compensation (in cash or any form other than by payment
of a qualified transportation fringe under the employer’s plan).
Thus, an employer’s
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qualified transportation fringe benefit plan may not provide
that an employee who ceases to participate in the employer’s
qualified transportation fringe benefit plan (such as in the
case of termination of employment) is entitled to receive a
refund of the amount by which the employee’s compensation
reductions exceed the actual qualified transportation fringes
provided to the employee by the employer.

(e) Examples. The following examples illustrate the prin-
ciples of this Q/A-14:

Example 1. (i) Employer P maintains a qualified trans-
portation fringe benefit arrangement during a year in which the
statutory monthly limit is $100 for transportation in a com-
muter highway vehicle and transit passes (2002 or later) and
$180 for qualified parking. Employees of P are paid cash com-
pensation twice per month, with the payroll dates being the
first and the fifteenth day of the month. Under P’s arrange-
ment, an employee is permitted to elect at any time before the
first day of a month to reduce his or her compensation
payable during that month in an amount up to the applicable
statutory monthly limit ($100 if the employee elects cover-
age for transportation in a commuter highway vehicle or a
mass transit pass, or $180 if the employee chooses qualified
parking) in return for the right to receive qualified trans-
portation fringes up to the amount of the election. If such an
election is made, P will provide a mass transit pass for that
month with a value not exceeding the compensation reduction
amount elected by the employee or will reimburse the cost of
other qualified transportation fringes used by the employee on
or after the first day of that month up to the compensation
reduction amount elected by the employee. Any compensa-
tion reduction amount elected by the employee for the month
that is not used for qualified transportation fringes is not
refunded to the employee at any future date.

(ii) In this Example 1, the arrangement satisfies the require-
ments of this Q/A-14 because the election is made before the



employee is able currently to receive the cash and the election
specifies the future period for which the qualified transporta-
tion fringes will be provided. The arrangement would also
satisfy the requirements of this Q/A-14 and Q/A-13 of this
section if employees are allowed to elect to reduce compen-
sation up to $280 per month ($100 plus $180).

(iii) The arrangement would also satisfy the requirements of
this Q/A-14 (and Q/A-13 of this section) if employees are
allowed to make an election at any time before the first or
the fifteenth day of the month to reduce their compensation
payable on that payroll date by an amount not in excess of one-
half of the applicable statutory monthly limit (depending on
the type of qualified transportation fringe elected by the
employee) and P provides a mass transit pass on or after the
applicable payroll date for the compensation reduction amount
elected by the employee for the payroll date or reimburses
the cost of other qualified transportation fringes used by the
employee on or after the payroll date up to the compensation
reduction amount elected by the employee for that payroll date.

Example 2. (i) Employee Q elects to reduce his compensa-
tion payable on March 1 of a year (for which the statutory
monthly mass transit limit is $65) by $195 in exchange for a
mass transit voucher to be provided in March. The election is
made on the preceding February 27. Employee Q was hired
in January of the year. On March 10 of the year, the employer
of Employee Q delivers to Employee Q a mass transit voucher
worth $195 for the months of January, February, and March.

(ii) In this Example 2, $65 is included in Employee Q’s
wages for income and employment tax purposes because the
compensation reduction election fails to satisfy the require-
ment in this Q/A-14 and Q/A-12 of this section that the
period for which the qualified transportation fringe will be
provided not begin before the election is made to the extent
the election relates to $65 worth of transit passes for January
of the year. The $65 for February is not taxable because the
election was for a future period that includes at least one day
in February.

(iii) However, no amount would be included in Employee
Q’s wages as a result of the election if $195 worth of mass
transit passes were instead provided to Q for the months of
February, March, and April (because the compensation
reduction would relate solely to fringes to be provided for a
period not beginning before the date of the election and the
amount provided does not exceed the aggregate limit for the
period, i.e., the sum of $65 for each of February, March, and
April). See Q/A-9 of this section for rules governing transit
passes distributed in advance for more than one month. 

Example 3. (i) Employee R elects to reduce his compensation
payable on March 1 of a year (for which the statutory monthly
parking limit is $175) by $185 in exchange for reimbursement

62

by Employer T of parking expenses incurred by Employee
R for parking on or near Employer T’s business premises
during the period beginning after the date of the election
through March. The election is made on the preceding Feb-
ruary 27. Employee R incurs $10 in parking expenses on
February 28 of the year, and $175 in parking expenses dur-
ing the month of March. On April 5 of the year, Employer
T reimburses Employee R $185 for the parking expenses
incurred on February 28, and during March, of the year.

(ii) In this Example 3, no amount would be includible in
Employee R’s wages for income and employment tax pur-
poses because the compensation reduction related solely to
parking on or near Employer R’s business premises used dur-
ing a period not beginning before the date of the election and
the amount reimbursed for parking used in any one month
does not exceed the statutory monthly limitation.

Q-15. May an employee whose qualified transportation
fringe costs are less than the employee’s compensation
reduction carry over this excess amount to subsequent
periods?

A-15. (a) Yes. An employee may carry over unused com-
pensation reduction amounts to subsequent periods under the
plan of the employee’s employer.

(b) The following example illustrates the principles of this
Q/A-15:

Example. (i) By an election made before November 1 of a
year for which the statutory monthly mass transit limit is $65,
Employee E elects to reduce compensation in the amount of
$65 for the month of November. E incurs $50 in employee-
operated commuter highway vehicle expenses during Novem-
ber for which E is reimbursed $50 by Employer R, E’s
employer. By an election made before December, E elects to
reduce compensation by $65 for the month of December. E
incurs $65 in employee-operated commuter highway vehicle
expenses during December for which E is reimbursed $65 by
R. Before the following January, E elects to reduce compen-
sation by $50 for the month of January. E incurs $65 in
employee-operated commuter highway vehicle expenses dur-
ing January for which E is reimbursed $65 by R because R
allows E to carry over to the next year the $15 amount by which
the compensation reductions for November and December
exceeded the employee-operated commuter highway vehicle
expenses incurred during those months. 

(ii) In this Example, because Employee E is reimbursed
in an amount not exceeding the applicable statutory monthly
limit, and the reimbursement does not exceed the amount
of employee-operated commuter highway vehicle expenses
incurred during the month of January, the amount reimbursed
($65) is excludable from E’s wages for income and employ-
ment tax purposes.



Q-16. How does section 132(f) apply to expense reim-
bursements?

A-16. (a) In general. The term qualified transportation
fringe includes cash reimbursement by an employer to an
employee for expenses incurred or paid by an employee for
transportation in a commuter highway vehicle or qualified
parking. The term qualified transportation fringe also includes
cash reimbursement for transit passes made under a bona
fide reimbursement arrangement, but, in accordance with
section 132(f)(3), only if permitted under paragraph (b) of
this Q/A-16. The reimbursement must be made under a bona
fide reimbursement arrangement which meets the rules of
paragraph (c) of this Q/A-16. A payment made before the
date an expense has been incurred or paid is not a reimburse-
ment. In addition, a bona fide reimbursement arrangement
does not include an arrangement that is dependent solely upon
an employee certifying in advance that the employee will
incur expenses at some future date.

(b) Special rule for transit passes—(1) In general. The
term qualified transportation fringe includes cash reimburse-
ment for transit passes made

[[Page 2249]]

under a bona fide reimbursement arrangement, but, in accor-
dance with section 132(f)(3), only if no voucher or similar
item that may be exchanged only for a transit pass is readily
available for direct distribution by the employer to employ-
ees. If a voucher is readily available, the requirement that a
voucher be distributed in-kind by the employer is satisfied if
the voucher is distributed by the employer or by another per-
son on behalf of the employer (for example, if a transit oper-
ator credits amounts to the employee’s fare card as a result
of payments made to the operator by the employer).

(2) Voucher or similar item. For purposes of the special
rule in paragraph (b) of this Q/A-16, a transit system voucher
is an instrument that may be purchased by employers from a
voucher provider that is accepted by one or more mass tran-
sit operators (e.g., train, subway, and bus) in an area as fare
media or in exchange for fare media. Thus, for example, a
transit pass that may be purchased by employers directly
from a voucher provider is a transit system voucher.

(3) Voucher provider. The term voucher provider means
any person in the trade or business of selling transit system
vouchers to employers, or any transit system or transit opera-
tor that sells vouchers to employers for the purpose of direct
distribution to employees. Thus, a transit operator might or
might not be a voucher provider. A voucher provider is not, for
example, a third-party employee benefits administrator that
administers a transit pass benefit program for an employer
using vouchers that the employer could obtain directly.
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(4) Readily available. For purposes of this paragraph (b),
a voucher or similar item is readily available for direct dis-
tribution by the employer to employees if and only if an
employer can obtain it from a voucher provider that—

does not impose fare media charges that cause vouchers to
not be readily available as described in paragraph (b)(5) of
this section; 

and

does not impose other restrictions that cause vouchers to not
be readily available as described in paragraph (b)(6) of this
section.

(5) Fare media charges. For purposes of paragraph (b)(4)
of this section, fare media charges relate only to fees paid by
the employer to voucher providers for vouchers. The deter-
mination of whether obtaining a voucher would result in fare
media charges that cause vouchers to not be readily available
as described in this paragraph (b) is made with respect to
each transit system voucher. If more than one transit system
voucher is available for direct distribution to employees, the
employer must consider the fees imposed for the lowest cost
monthly voucher for purposes of determining whether the fees
imposed by the voucher provider satisfy this paragraph. How-
ever, if transit system vouchers for multiple transit systems are
required in an area to meet the transit needs of the individual
employees in that area, the employer has the option of averag-
ing the costs applied to each transit system voucher for pur-
poses of determining whether the fare media charges for tran-
sit system vouchers satisfy this paragraph. Fare media charges
are described in this paragraph (b)(5), and therefore cause
vouchers to not be readily available, if and only if the aver-
age annual fare media charges that the employer reasonably
expects to incur for transit system vouchers purchased from
the voucher provider (disregarding reasonable and customary
delivery charges imposed by the voucher provider, e.g., not in
excess of $15) are more than 1 percent of the average annual
value of the vouchers for a transit system.

(6) Other restrictions. For purposes of paragraph (b)(4) of
this section, restrictions that cause vouchers to not be readily
available are restrictions imposed by the voucher provider
other than fare media charges that effectively prevent the
employer from obtaining vouchers appropriate for distribu-
tion to employees. Examples of such restrictions include—

(i) Advance purchase requirements. Advance purchase
requirements cause vouchers to not be readily available only
if the voucher provider does not offer vouchers at regular
intervals or fails to provide the voucher within a reasonable
period after receiving payment for the voucher. For example,
a requirement that vouchers may be purchased only once per
year may effectively prevent an employer from obtaining
vouchers for distribution to employees. An advance purchase



requirement that vouchers be purchased not more frequently
than monthly does not effectively prevent the employer from
obtaining vouchers for distribution to employees.

(ii) Purchase quantity requirements. Purchase quantity
requirements cause vouchers to not be readily available if the
voucher provider does not offer vouchers in quantities that
are reasonably appropriate to the number of the employer’s
employees who use mass transportation (for example, the
voucher provider requires a $1,000 minimum purchase and
the employer seeks to purchase only $200 of vouchers).

Limitations on denominations of vouchers that are available.
If the voucher provider does not offer vouchers in denomina-
tions appropriate for distribution to the employer’s employ-
ees, vouchers are not readily available. For example, vouch-
ers provided in $5 increments up to the monthly limit are
appropriate for distribution to employees, while vouchers
available only in a denomination equal to the monthly limit
are not appropriate for distribution to employees if the amount
of the benefit provided to the employer’s employees each
month is normally less than the monthly limit.

(7) Example. The following example illustrates the princi-
ples of this paragraph (b):

Example. (i) Company C in City X sells mass transit vouch-
ers to employers in the metropolitan area of X in various
denominations appropriate for distribution to employees.
Employers can purchase vouchers monthly in reasonably
appropriate quantities. Several different bus, rail, van pool,
and ferry operators service X, and a number of the operators
accept the vouchers either as fare media or in exchange for fare
media. To cover its operating expenses, C imposes on each
voucher a 50 cents charge, plus a reasonable and customary
$15 charge for delivery of each order of vouchers. Employer
M disburses vouchers purchased from C to its employees who
use operators that accept the vouchers and M reasonably
expects that $55 is the average value of the voucher it will
purchase from C for the next calendar year.

(ii) In this Example, vouchers for X are readily available
for direct distribution by the employer to employees because
the expected cost of the vouchers disbursed to M’s employ-
ees for the next calendar year is not more than 1 percent of
the value of the vouchers (50 cents divided by $55 equals
0.91 percent), the delivery charges are disregarded because
they are reasonable and customary, and there are no other
restrictions that cause the vouchers to not be readily avail-
able. Thus, any reimbursement of mass transportation costs
in X would not be a qualified transportation fringe.

Substantiation requirements. Employers that make cash
reimbursements must establish a bona fide reimbursement
arrangement to establish that their employees have, in fact,
incurred expenses for transportation in a commuter highway
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vehicle, transit passes, or qualified parking. For purposes of
section 132(f), whether cash reimbursements are made under
a bona fide reimbursement arrangement may vary depending
on the facts and circumstances, including the method or meth-
ods of payment utilized within the mass transit system. The
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employer must implement reasonable procedures to ensure
that an amount equal to the reimbursement was incurred for
transportation in a commuter highway vehicle, transit passes,
or qualified parking. The expense must be substantiated within
a reasonable period of time. An expense substantiated to the
payor within 180 days after it has been paid will be treated as
having been substantiated within a reasonable period of time.
An employee certification at the time of reimbursement in
either written or electronic form may be a reasonable reim-
bursement procedure depending on the facts and circum-
stances. Examples of reasonable reimbursement procedures
are set forth in paragraph (d) of this Q/A-16.

(d) Illustrations of reasonable reimbursement procedures.
The following are examples of reasonable reimbursement
procedures for purposes of paragraph (c) of this Q/A-16. In
each case, the reimbursement is made at or within a reason-
able period after the end of the events described in para-
graphs (d)(1) through (d)(3) of this section.

An employee presents to the employer a parking expense
receipt for parking on or near the employer’s business prem-
ises, the employee certifies that the parking was used by the
employee, and the employer has no reason to doubt the
employee’s certification.

(2) An employee either submits a used time-sensitive tran-
sit pass (such as a monthly pass) to the employer and certifies
that he or she purchased it or presents an unused or used tran-
sit pass to the employer and certifies that he or she purchased
it and the employee certifies that he or she has not previ-
ously been reimbursed for the transit pass. In both cases, the
employer has no reason to doubt the employee’s certification.

If a receipt is not provided in the ordinary course of business
(e.g., if the employee uses metered parking or if used transit
passes cannot be returned to the user), the employee certifies
to the employer the type and the amount of expenses incurred,
and the employer has no reason to doubt the employee’s
certification.

Q-17. May an employer provide nontaxable cash reim-
bursement under section 132(f) for periods longer than
one month?

A-17. (a) General rule. Yes. Qualified transportation fringes
include reimbursement to employees for costs incurred for
transportation in more than one month, provided the reim-
bursement for each month in the period is calculated sepa-



rately and does not exceed the applicable statutory monthly
limit for any month in the period. See Q/A-8 and 9 of this
section if the limit for a month is exceeded.

(b) Example. The following example illustrates the princi-
ples of this Q/A-17:

Example. (i) Employee R pays $100 per month for quali-
fied parking used during the period from April 1 through
June 30 of a year in which the statutory monthly qualified
parking limit is $175. After receiving adequate substantiation
from Employee R, R’s employer reimburses R $300 in cash
on June 30 of that year. 

(ii) In this Example, because the value of the reimbursed
expenses for each month did not exceed the applicable statu-
tory monthly limit, the $300 reimbursement is excludable
from R’s wages for income and employment tax purposes as
a qualified transportation fringe.

Q-18. What are the substantiation requirements if an
employer distributes transit passes?

A-18. There are no substantiation requirements if the
employer distributes transit passes. Thus, an employer may
distribute a transit pass for each month with a value not more
than the statutory monthly limit without requiring any certifi-
cation from the employee regarding the use of the transit pass.

Q-19. May an employer choose to impose substantia-
tion requirements in addition to those described in this
regulation?

A-19. Yes.

Q-20. How is the value of parking determined?

A-20. Section 1.61-21(b)(2) applies for purposes of deter-
mining the value of parking.

Q-21. How do the qualified transportation fringe rules
apply to van pools?

A-21. (a) Van pools generally. Employer and employee-
operated van pools, as well as private or public transit-operated
van pools, may qualify as qualified transportation fringes.
The value of van pool benefits which are qualified transporta-
tion fringes may be excluded up to the applicable statutory
monthly limit for transportation in a commuter highway vehi-
cle and transit passes, less the value of any transit passes pro-
vided by the employer for the month.

(b) Employer-operated van pools. The value of van pool
transportation provided by or for an employer to its employ-
ees is excludable as a qualified transportation fringe, pro-
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vided the van qualifies as a commuter highway vehicle as
defined in section 132(f)(5)(B) and Q/A-2 of this section. A
van pool is operated by or for the employer if the employer
purchases or leases vans to enable employees to commute
together or the employer contracts with and pays a third party
to provide the vans and some or all of the costs of operating
the vans, including maintenance, liability insurance and other
operating expenses.

(c) Employee-operated van pools. Cash reimbursement by
an employer to employees for expenses incurred for trans-
portation in a van pool operated by employees independent
of their employer are excludable as qualified transportation
fringes, provided that the van qualifies as a commuter high-
way vehicle is defined in section 132(f)(5)(B) and Q/A-2 of
this section. See Q/A-16 of this section for the rules govern-
ing cash reimbursements.

(d) Private or public transit-operated van pool transit passes.
The qualified transportation fringe exclusion for transit passes
is available for travel in van pools owned and operated either
by public transit authorities or by any person in the business
of transporting persons for compensation or hire. In accor-
dance with paragraph (b) of Q/A-3 of this section, the van
must seat at least 6 adults (excluding the driver). See Q/A-
16(b) and (c) of this section for a special rule for cash reim-
bursement for transit passes and the substantiation require-
ments for cash reimbursement.

(e) Value of van pool transportation benefits. Section
1.61-21(b)(2) provides that the fair market value of a fringe
benefit is based on all the facts and circumstances. Alterna-
tively, transportation in an employer-provided commuter
highway vehicle may be valued under the automobile lease
valuation rule in Sec. 1.61-21(d), the vehicle cents-per-mile
rule in Sec. 1.61-21(e), or the commuting valuation rule in
Sec. 1.61-21(f). If one of these special valuation rules is used,
the employer must use the same valuation rule to value the
use of the commuter highway vehicle by each employee who
share the use. See Sec. 1.61-21(c)(2)(i)(B).

(f) Qualified parking prime member. If an employee obtains
a qualified parking space as a result of membership in a car or
van pool, the applicable statutory monthly limit for qualified
parking applies to the individual to whom the parking space
is assigned. This individual is the prime member. In deter-
mining the tax consequences to the prime member, the statu-
tory monthly limit amounts of each car pool member may not
be combined. If the employer provides access to the space and
the space is not assigned to a particular individual, then the
employer must designate one of its employees as the prime
member who will bear the tax consequences. The employer
may not designate more than one prime member for a car or
van pool during a month.
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The employer of the prime member is responsible for includ-
ing the value of the qualified parking in excess of the statu-
tory monthly limit in the prime member’s wages for income
and employment tax purposes.

Q-22. What are the reporting and employment tax
requirements for qualified transportation fringes?

A-22. (a) Employment tax treatment generally. Qualified
transportation fringes not exceeding the applicable statutory
monthly limit described in Q/A-7 of this section are not
wages for purposes of the Federal Insurance Contributions
Act (FICA), the Federal Unemployment Tax Act (FUTA),
and federal income tax withholding. Any amount by which
an employee elects to reduce compensation as provided in
Q/A-11 of this section is not subject to the FICA, the FUTA,
and federal income tax withholding. Qualified transporta-
tion fringes exceeding the applicable statutory monthly limit
described in Q/A-7 of this section are wages for purposes of
the FICA, the FUTA, and federal income tax withholding
and are reported on the employee’s Form W-2, Wage and
Tax Statement.

(b) Employment tax treatment of cash reimbursement
exceeding monthly limits. Cash reimbursement to employees
(for example, cash reimbursement for qualified parking) in
excess of the applicable statutory monthly limit under section
132(f) is treated as paid for employment tax purposes when
actually or constructively paid. See Secs. 31.3121(a)-2(a),
31.3301-4, 31.3402(a)-1(b) of this chapter. Employers must
report and deposit the amounts withheld in addition to report-
ing and depositing other employment taxes. See Q/A-16 of
this section for rules governing cash reimbursements.

(c) Noncash fringe benefits exceeding monthly limits. If the
value of noncash qualified transportation fringes exceeds the
applicable statutory monthly limit, the employer may elect,
for purposes of the FICA, the FUTA, and federal income tax
withholding, to treat the noncash taxable fringe benefits as
paid on a pay period, quarterly, semi-annual, annual, or other
basis, provided that the benefits are treated as paid no less fre-
quently than annually.

Q-23. How does section 132(f) interact with other fringe
benefit rules?

A-23. For purposes of section 132, the terms working con-
dition fringe and de minimis fringe do not include any qual-
ified transportation fringe under section 132(f). If, however,
an employer provides local transportation other than transit
passes (without any direct or indirect compensation reduction
election), the value of the benefit may be excludable, either
totally or partially, under fringe benefit rules other than the
qualified transportation fringe rules under section 132(f). See
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Secs. 1.132-6(d)(2)(i) (occasional local transportation fare),
1.132-6(d)(2)(iii) (transportation provided under unusual cir-
cumstances), and 1.61-21(k) (valuation of local transporta-
tion provided to qualified employees). See also Q/A-4(b) of
this section.

Q-24. May qualified transportation fringes be pro-
vided to individuals who are partners, 2-percent share-
holders of S-corporations, or independent contractors?

A-24. (a) General rule. Section 132(f)(5)(E) states that
self-employed individuals who are employees within the
meaning of section 401(c)(1) are not employees for purposes
of section 132(f). Therefore, individuals who are partners,
sole proprietors, or other independent contractors are not
employees for purposes of section 132(f). In addition, under
section 1372(a), 2-percent shareholders of S corporations are
treated as partners for fringe benefit purposes. Thus, an indi-
vidual who is both a 2-percent shareholder of an S corpora-
tion and a common law employee of that S corporation is not
considered an employee for purposes of section 132(f). How-
ever, while section 132(f) does not apply to individuals who
are partners, 2-percent shareholders of S corporations, or
independent contractors, other exclusions for working condi-
tion and de minimis fringes may be available as described in
paragraphs (b) and (c) of this Q/A-24. See Secs. 1.132-1(b)(2)
and 1.132-1(b)(4).

(b) Transit passes. The working condition and de minimis
fringe exclusions under section 132(a)(3) and (4) are available
for transit passes provided to individuals who are partners,
2-percent shareholders, and independent contractors. For
example, tokens or farecards provided by a partnership to an
individual who is a partner that enable the partner to commute
on a public transit system (not including privately-operated
van pools) are excludable from the partner’s gross income if
the value of the tokens and farecards in any month does not
exceed the dollar amount specified in Sec. 1.132-6(d)(1).
However, if the value of a pass provided in a month exceeds
the dollar amount specified in Sec. 1.132-6(d)(1), the full
value of the benefit provided (not merely the amount in
excess of the dollar amount specified in Sec. 1.132-6(d)(1))
is includible in gross income.

(c) Parking. The working condition fringe rules under
section 132(d) do not apply to commuter parking. See Sec.
1.132-5(a)(1). However, the de minimis fringe rules under
section 132(e) are available for parking provided to individ-
uals who are partners, 2-percent shareholders, or indepen-
dent contractors that qualifies under the de minimis rules. See
Sec. 1.132-6(a) and (b).

(d) Example. The following example illustrates the princi-
ples of this Q/A-24:



Example. (i) Individual G is a partner in partnership P.
Individual G commutes to and from G’s office every day and
parks free of charge in P’s lot.

(ii) In this Example, the value of the parking is not excluded
under section 132(f), but may be excluded under section 132(e)
if the parking is a de minimis fringe under Sec. 1.132-6.

Q-25. What is the effective date of this section?

A-25. (a) Except as provided in paragraph (b) of this
Q/A-25, this section is applicable for taxable years beginning
after December 31, 2001.

(b) The last sentence of paragraph (b)(5) of Q/A-16 of this
section (relating to whether transit system vouchers for tran-
sit passes are readily available) is effective for taxable years
beginning after December 31, 2003.

PART 602—OMB CONTROL NUMBERS UNDER THE
PAPERWORK REDUCTION ACT

Par. 5. The authority citation for part 602 continues to read
as follows:

Authority: 26 U.S.C. 7805.

Par. 6. In Sec. 602.101, paragraph (b) is amended by adding
an entry in numerical order to the table to read as follows:

Sec. 602.101 OMB Control numbers.

* * * * *
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(b)

Current OMB

CFR part or section where identified and described control
No.

* * * * *

1.132-9(b)........................................... 1545-1676

* * * * *

Robert E. Wenzel,

Deputy Commissioner of Internal Revenue.

Approved: December 29, 2000.

Jonathan Talisman,

Acting Assistant Secretary of the Treasury.

[FR Doc. 01-294 Filed 1-10-01; 8:45 am]

BILLING CODE 4830-01-P

Source: http://www.gpo.gov/.

Note: Bold type added for ease of reading; not in original.
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APPENDIX B

EXAMPLES OF TAX CALCULATIONS

This appendix contains examples of tax savings associated
with different types of commuter benefit programs. For all
examples, it is assumed that the employee is single with no
dependants, pays at a federal income tax rate of 28 percent and
a state tax rate of 6 percent, and makes $3,000 monthly before
taxes. Corporate income taxes are assumed to be 34 percent.

EXAMPLE 1: EMPLOYER-PAID 

Acme Corporation has decided to provide employees with
a tax-free transit/vanpool voucher of $100 per month ($1,200
per year) to help pay commute expenses. Jane elects to accept
an employer-paid monthly transit pass worth $100 per month.
For both Jane and Acme Corporation, this arrangement is
better than giving her a $1,200 raise because Jane actually
receives more money and Acme pays less. 

If Acme Corporation had raised Jane’s annual salary by
$1,200, she would only receive $700 in post-tax income.
Because transit benefits are tax-free, she receives the full
$1,200 benefit. The transit pass is free to Jane, providing her
with a no-cost commute. In total, Jane saves about $500 in
taxes when her employer provides her with a tax-free transit
benefit rather than the same benefit in salary.

See Tables B-1 and B-2 for a breakdown by perspective.

EXAMPLE 2: EMPLOYEE-PAID

Acme Corporation offers its employees transportation ben-
efits, including allowing employees to pay for transit and van-
pool passes using pre-tax income, up to the monthly limit of
$100. Jane elects to do this and uses pre-tax income to pur-
chase her monthly transit pass, which costs $100 per month.

By electing to use pre-tax income to pay for her transit pass,
$100 is taken out of Jane’s monthly, pre-tax income, thereby
saving her the FICA and federal income taxes that would
normally be applied to that $100 had she purchased her tick-
ets using the money from her paycheck. 

Tables B-3 and B-4 present a breakdown by perspective.

EXAMPLE 3: COMBINATION BENEFIT

Acme Corporation has decided to provide a tax-free fringe
benefit of $50 per month. Employees whose commute expenses
exceed this will be allowed to pay the remainder of their
expenses using pre-tax income. For Jane, this means that
she will take the $50 tax-free fringe benefit and then use
pre-tax income to pay for the remaining $50 of her transit
pass expenses.

Tables B-5 and B-6 present a breakdown by perspective.
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Base Case Salary Increase Employer-Paid
Benefit 

Monthly Gross Pay  $3,000 $3,100 $3,000 
Federal Income Tax 28% $840 $868 $840 
State Tax 6% $180 $186 $180 
FICA  7.65% $230 $237 $230 
Employee Take-Home Pay $1,751 $1,809 $1,751 
Employer-Paid Benefit  $0 $0 $100 
Employee’s Transit Cost $100 $100 $100 
Spendable Income after Transit $1,651 $1,709 $1,751 

TABLE B-1 Employer-paid benefit: Jane’s perspective

Base Case Salary Increase Employer-Paid
Benefit

Cost to Provide Salary $3,000 $3,100 $3,000 
FICA Taxes 7.65% $230 $237 $230 
Salary and Payroll Cost  $3,230 $3,337 $3,230 
Tax Deduction 34% $1,098 $1,135 $1,098 
Total Cost to Provide Salary $2,131 $2,203 $2,131 
Employer-Paid Benefit  $0 $0 $100 
Tax Deduction 34% $0 $0 $34 

TABLE B-2 Employer-paid benefit: Acme’s perspective

Base Case Employee-Paid Pre-Tax
Benefit

Monthly Gross Pay $3,000 $3,000 

Pre-Tax Transit Cost $0 $100 
Taxable Salary $3,000 $2,900 
Federal Income Tax 28% $840 $812 
State Tax 6% $180 $174 
FICA 7.65% $230 $222 
Employee Take-Home Pay $1,751 $1,692 
Transit Cost $100 $0 
Spendable Income after Transit $1,651 $1,692 

TABLE B-3 Employee-paid benefit: Jane’s perspective

Base Case Employee-Paid Pre-Tax
Benefit

Cost to Provide Salary $3,000 $3,000 
Employee Pre-Tax Transit Cost $0 $100 
FICA Taxes 7.65% $230 $222 
Salary and Payroll Cost  $3,230 $3,222 
Tax Deduction 34% $1,098 $1,095 
Total Cost to Provide Salary $2,131 $2,126 

TABLE B-4 Employee-paid benefit: Acme’s perspective
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  Base Case Combination Benefit
Cost to Provide Salary $3,000 $3,000 
Employee Pre-Tax Transit Cost $0 $50
FICA Taxes 7.65% $230 $226 
Salary and Payroll Cost  $3,23 $3,2260
Tax Deduction 34% $1,098 $1,097 
Total Cost to Provide Salary $2,131 $2,129 
Employer-Paid Benefit  $0 $50
Tax Deduction 34% $0 $17 
Cost to Provide Benefit  $0 $33

TABLE B-6 Combination benefit: Acme’s perspective

 Base Case Combination Benefit
Monthly Gross Pay $3,000 $3,000 
Pre-Tax Transit Cost $0
Taxable Salary $3,000 $2,950 
Federal Income Tax 28% $840 $826 
State Tax 6% $180 $177 
FICA 7.65% $230 $226
Employee Take-Home Pay $1,751 $1,771 
Transit Cost $100 $100 
Employer-Paid Benefit $0

$50

$50
Spendable Income after Transit $1,651 $1,721 

TABLE B-5 Combination benefit: Jane’s perspective
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APPENDIX C

CONFORMING AND NONCONFORMING STATES

States differ in whether they allow benefits exempted from federal taxes to be exempted from state income taxes as well. In
general, a “conforming” state means that its definition of taxable income conforms to that of the federal government, while a
“nonconforming” state uses its own definition. Therefore, in nonconforming states, commuter benefits may be subject to state
income tax. However, there may be exceptions to this rule; users of this guidebook are advised to consult with a qualified tax
specialist. Table C-1 provides further information.
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TABLE C-1 Conforming and nonconforming states

State Income Tax Status 
Alabama Nonconforming
Alaska No state income tax
Arizona Conforming
Arkansas Nonconforming
California Conforming
Colorado Conforming
Connecticut Conforming
Delaware Conforming
District of Columbia Conforming 
Florida No state income tax 
Georgia Conforming
Hawaii Conforming
Idaho Conforming
Illinois Conforming
Indiana Conforming
Iowa Conforming
Kansas Conforming
Kentucky Conforming
Louisiana Conforming
Maine Conforming
Maryland Conforming
Massachusetts Conforming
Michigan Conforming
Minnesota Conforming
Mississippi Nonconforming
Missouri Conforming
Montana Conforming
Nebraska Conforming
Nevada No state income tax 
New Hampshire Income tax on investments and dividends only 
New Jersey Nonconforming 
New Mexico Conforming 
New York Conforming 
North Carolina Conforming 
North Dakota Conforming 
Ohio Conforming
Oklahoma Conforming
Oregon Conforming
Pennsylvania Nonconforming
Rhode Island Conforming 
South Carolina Conforming 
South Dakota No state income tax 
Tennessee Income tax on investments and dividends only 
Texas No state income tax 
Utah Conforming
Vermont Conforming
Virginia Conforming
Washington No state income tax 
West Virginia Conforming
Wisconsin Conforming
Wyoming No state income tax 
Source: Federation of Tax Administrators (Available online at http://www.taxadmin.org/fta/rate/stg_pts.pdf) 
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APPENDIX D

STUDY FINDINGS

METROPOLITAN AREA PROFILES

This appendix provides an overview of the interviews con-
ducted with transportation agencies, including summaries of
agency interviews in each of the metropolitan areas. These
summaries provide a great deal of information on the expe-
rience with commuter benefits programs in each region and
employer issues, from the agencies’ perspectives, as well as
detail on the experiences of individual employers. 

Fifteen agencies in the five cities were interviewed. These
agencies include the main regional rideshare/commuter assis-
tance organization in each area: Commuter Connections in
Washington, DC; CARAVAN for Commuters in Boston;
South Florida Commuter Services in Miami/Fort Laud-
erdale; Metro Commuter Services in Minneapolis/St. Paul;
and RIDES for Bay Area Commuters in the San Francisco
Bay Area. In all five regions, these organizations were heav-
ily involved in promoting commuter benefits to employers;
in most cases they also publicized such programs to the gen-
eral public. These agencies assisted the research team in
identifying other agencies as appropriate, including TMAs,
transit agencies, neighboring cities, metropolitan planning
organizations, and sub-regional commuter assistance organi-
zations. A full list of agencies interviewed by city is con-
tained in Table D-1.

The transportation agencies typically reported similar
experiences with employers in terms of barriers and obsta-
cles encountered, as well as approaches used in marketing
commuter benefits. These similarities are striking, consider-
ing the wide diversity of transit systems and commuter ben-
efits programs available and being promoted in the regions.

METROPOLITAN AREA CHARACTERISTICS

Table D-2 summarizes available transit services and com-
muter benefits available in the five regions. Each area has var-
ious transit modes, including heavy rail, commuter rail, and
bus, with the exception of Minneapolis/St. Paul, which oper-
ates only bus service. The levels of service and number of
agencies involved vary significantly. Boston and Washington,
DC, have intensely developed transit services, served by a
dominant regional operator—Massachusetts Bay Transporta-
tion Authority (MBTA) and the Washington Metropolitan
Area Transit Authority (WMATA), respectively. The San
Francisco Bay Area, in contrast, has a half-dozen major tran-
sit operators, including BART, Muni, and Caltrain, each of
which has significant ridership. South Florida’s transit sys-
tem contains multiple modes, but is less extensive, with only
one heavy rail line and one commuter rail line. 

The commuter benefits options in the regions also varied
significantly. Four of the five metropolitan areas have a
regional voucher, which is valid for all regional transit ser-
vices and vanpools. Miami-Ft. Lauderdale does not have any
regional voucher; employers must choose to participate in cor-
porate pass programs or discount programs offered by the indi-
vidual transit agencies. In the Washington, DC, area, a transit
agency, WMATA, offers the regional Metrochek program.
Metrocheks may be used directly as stored-value farecards on
the regional Metrorail system or may be traded in for
Metrobus passes or passes or tickets for other bus, rail, and
vanpool operators in the region. Commuter Check, offered
through Commuter Check Services Corp., is the regional
voucher available in Boston, Minneapolis, and San Fran-
cisco. Although Commuter Check is the primary transit and
vanpool benefit tool used by employers in the San Francisco
Bay Area, where there are many different transit services,
Commuter Check is less dominant in Boston and Minneapo-
lis, where local transit pass programs are often used.

AGENCY CHARACTERISTICS 
AND PROGRAMS

Generally speaking, the regional commuter assistance
organizations take the lead in promoting tax-free commuter
benefits, in particular in publicizing pre-tax employee deduc-
tions for commuting expenses. Transit agencies appear to be
less involved, with the exception of Washington, DC, where
WMATA operates the regional voucher, and in Miami, where
the transit agencies promote their individual pass programs. 

Few agencies use the term “Commuter Choice” in their
promotional materials or with individual employers. Most
found the term too vague to carry any specific meaning, and
many pointed out that employers are seldom familiar with
the term. This report throughout refers to commuter benefits
instead. 

A summary of the agencies interviewed in each metro-
politan area, along with their primary strategies and esti-
mated level of participation, is contained in Table D-2. Most
agencies reported that their one-on-one work with employers
is among the most valuable assistance they provide, because
many employers are unfamiliar with commuter benefits
programs. Successful employer outreach programs include
making frequent contact with employers, updating employer
contacts, providing networking and training opportunities
for employers, and targeting specific geographic areas. In
reaching employers, agencies use targeted, rather than mass,
advertising. 
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TABLE D-2 Characteristics of metro areas

Metro 
Area 

Agencies
Interviewed 

Type of Agency Role in Promoting 
Commuter
Benefits 

Participation in 
Programs 

Commuter 
Connections  

Regional commuter 
assistance agency; part 
of MWCOG 

Markets benefits to 
employers and general 
public; contracts for 
individual employer 
outreach 

 

Arlington 
Transportation 
Partners 

County-funded 
employer outreach 
arm of commuter 
assistance program 

Does employer outreach 
for county on behalf of 
Commuter Connections 

 

W
as

hi
ng

to
n,

 D
C

 

Washington 
Metropolitan Area 
Transit Authority 

Transit agency Markets Metrochek, its 
voucher, to employers 

Estimated 170,000 
employees receive 
Metrochek 

CARAVAN for 
Commuters  

Statewide rideshare 
agency 

Markets benefits to 
employers and general 
public 

 

City of Cambridge Municipality Works with employers to 
implement both voluntary 
and mandatory trip 
reduction programs 

 

B
os

to
n,

 M
A

 

Massachusetts Bay 
Transportation 
Authority 

Transit agency Administers Corporate 
Pass Program for 
employers 

Estimated 1,800 to 
2,000 employers in 
program 

South Florida 
Commuter Services  

Regional commuter 
assistance program, 
funded by state 

Markets benefits to 
employers and general 
public 

Estimated at fewer than 
5% of all employers 

Miami-Dade Transit Transit agency 
(bus/rail) 

Administers Corporate 
Pass Program for 
employers 

86 employers in 
Corporate Pass 
Program 

M
ia

m
i/

Fo
rt

 L
au

de
rd

al
e,

 
FL

 

Tri-Rail Transit agency
(commuter rail) 

Administers Employee 
Discount Program 

900 employers in 
Discount Program, of 
whom 30 offer direct 
benefits 

Metro Commuter 
Services  

Regional commuter 
assistance agency; part 
of Metro Council 

Markets benefits to 
employers and general 
public 

Downtown St. Paul 
TMO 

TMO Markets benefits to 
employers 

M
in

ne
ap

ol
is

/  
St

. P
au

l, 
M

N
 

Downtown 
Minneapolis TMO 

TMO Markets benefits to 
employers 

50 in Metropass, 44 in 
Commuter Check, 500 
in Transit Works; 
estimated 50% of 
downtown employers 
participate 

RIDES for Bay Area 
Commuters  

Non-profit regional 
rideshare agency 

Has contract with MPO to 
do employer outreach 

Metropolitan 
Transportation 
Commission 

MPO Markets benefits to the 
general public 

Estimated 75,000 to
80,000 employees
receive Commuter 
Check 

Sa
n 

Fr
an

ci
sc

o 
B

ay
 

A
re

a,
 C

A
 

Peninsula Traffic 
Congestion Relief 
Alliance 

Joint powers 
association (all cities 
in San Mateo County) 

Markets benefits to 
employers 

 

TABLE D-1 Summary of transportation agencies interviewed

g g
Washington, DC WMATA (heavy rail and bus),  

MARC and VRE (commuter rail) 
Metrochek vouchers available from WMATA 
(good for all operators) 

Boston, MA MBTA (heavy, light, and commuter rail, 
bus, and ferry), private bus services 

Commuter Check commercial vouchers (good for 
all operators); MBTA Corporate Pass Program 

Miami/Fort 
Lauderdale, FL 

Miami-Dade Transit (heavy rail, people 
mover, bus), Tri-Rail (commuter rail),  
two bus operators 

Miami-Dade Transit Corporate Pass Program, 
Tri-Rail Employee Discount Program 

Minneapolis/  
St. Paul, MN 

Metro Transit (local and express bus 
only), six other bus agencies (local, 
express, and dial-a-ride service) 

Metropass (annual pass), TransitWorks 
(discounted passes), Commuter Check 
commercial vouchers (good for transit and 
vanpool operators) 

San Francisco 
Bay Area, CA 

Half-dozen major operators providing 
heavy, light, and commuter rail, bus, and 
ferry service 

Commuter Check commercial vouchers (good for 
all operators) 



PARTICIPATION IN COMMUTER 
BENEFITS PROGRAMS

The research team does not have reliable data on either the
percentage of employers who participate in commuter bene-
fits programs or the relative impacts of the marketing and
assistance efforts of transportation agencies. Employer par-
ticipation appears to be most affected by the density of land
uses in a central business district and the availability of high-
quality, frequent transit service. The ease of using available
regional programs (such as vouchers or corporate pass pro-
grams) and marketing efforts by transportation agencies are
far less influential. The first two factors are both more impor-
tant and relatively fixed in each area, so it is difficult to mea-
sure the efforts of transportation agencies in various areas. In
addition, transportation agencies can track only certain kinds
of employer participation; for example, a transit agency may
know how many employers participate in its corporate pass
program, but not have information on how many employers
use regional vouchers or cash reimbursement programs. 

Table D-2 shows the estimates offered by various trans-
portation agencies as to participation in their programs. The
highest absolute number of participating employees is in the
Washington, DC, area, which is not surprising given the preva-
lence of Metrochek among federal employees. Unfortunately,
agencies did not supply consistent information, so one cannot
compare exact percentages. However, it seems safe to say that
voucher- or pass-based commuter benefit programs are most
widespread in Washington and Boston, somewhat less in San
Francisco and Minneapolis, and least widespread in Miami.
There may be additional employers in each of these areas
offering parking cash-out or cash reimbursement benefits.

MARKETING PROGRAMS

The agencies interviewed tend to focus more on employer
outreach rather than on marketing to the general public. Table
D-3 shows the most common types of employer outreach
among the agencies interviewed. 

Marketing to Employers

Because employer cooperation is essential to the success
of commuter benefits programs, many agencies concentrate
primarily or exclusively on reaching employers in the fol-
lowing ways.

Marketing Strategies and Messages

Agencies tend to use marketing strategies and messages
designed specifically for employers. As mentioned earlier,
the two most frequently cited messages to employers are the
following:
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• Offering commuter benefits contributes to employee
recruitment and retention. This appeals to employers in
a tight labor market and to those with high turnover.

• Commuter benefits are relatively low-cost. This appeals
to employers concerned with the bottom line. Several
agencies noted that commuter benefits are a much easier
sell since the pre-tax and tax-free options became avail-
able. Also, commuter benefits are not as costly as other
types of benefits (e.g., health insurance and retirement). 

According to the agencies interviewed, environmental
messages work with employers who already have a strong
environmental awareness. However, employers who do not
fit this description are generally uninterested in environmen-
tal benefits. 

As Table D-3 illustrates, the most common method of
working with employers is one-on-one. Some agencies have
enough employers seeking out their services that they do not
spend much time marketing to new employers; others under-
take aggressive outreach efforts that include cold calling and
direct mailing. Several agencies focus on specific areas, such
as cities, business parks, or even individual buildings. In gen-
eral, agencies that deal mostly in employer outreach do not
use mass media, which is prohibitively costly.

One-on-One Attention

Probably the most effective tool agencies have to market
commuter benefits is the ability to work with employers one
on one. Many employers do not have sufficient time or inter-
est to implement programs on their own, but with assistance
and encouragement, they may be swayed. Some agencies
have aggressive programs for cold-calling area employers to
ensure that they are familiar with the services offered. Others
seem to garner sufficient clientele through word of mouth. 

Agencies that offer one-on-one attention generally serve
as a kind of “one-stop shopping” for transportation services
in their area, offering assistance with setting up not only
commuter benefits programs, but guaranteed ride home, car-
pool and vanpool programs, and telecommuting. Generally,
they begin by discussing the employer’s needs and taking a
survey of employees’ commuting patterns. Part of their mis-
sion may also involve convincing employers that their ser-
vices are needed; one characterized their main challenge as,
“selling the unwanted to the unaware.” None of the agencies
interviewed charge employers for their services.

Marketing to the General Public

In general, there is overlap in marketing to employers and
the general public. However, in two cities, there is a distinc-
tion between agencies in terms of marketing. In San Francisco,
the MTC markets commuter benefits to a general audience,
while RIDES for Bay Area Commuters markets to employers.



In Arlington County, a suburb of Washington, DC, the county’s
Commuter Assistance Program markets to the general pub-
lic, while their contractor, Arlington Transportation Partners,
markets to employers. Table D-4 shows the types of public
outreach strategies used.

Several agencies mentioned experiences with crossover
marketing in which the campaign was targeted at employ-
ees, but ultimately designed to reach employers. One early
campaign at WMATA urged employees to ask their employ-
ers about getting commuter benefits. The agency represen-
tative said that this approach was successful in raising gen-
eral awareness among both employees and employers about
a new commuter benefits program. 

Agencies that market to the public are more likely to use
broad-based advertising, especially station and vehicle adver-
tising, than those marketing exclusively to employers. 

TRANSPORTATION AGENCIES

The following write-ups provides more details on the indi-
vidual metropolitan areas and the strategies and tactics of the
transportation agencies interviewed in each area. 
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Washington, DC 

Interviews Conducted

Nick Ramfos, Chief, Alternative Commute Services, Metro-
politan Washington Council of Governments, April 10,
2001

Lorraine Taylor, Assistant Sales Manager, Washington Met-
ropolitan Area Transit Authority, April 20, 2001

Lois DeMeester/Howard Jennings, Arlington Transportation
Partners, April 24, 2001

Commuter Benefits Programs

In the Washington area, the regional voucher is known as
Metrochek. Metrochek is issued by the Washington Metro-
politan Area Transit Authority (WMATA), a regional transit
provider that runs both heavy rail and bus service. Metrochek
can be used as a direct fare media on the heavy rail system,
or used as a voucher to purchase bus passes or fare media on
other all transit providers in the region, as well as selected
vanpools. WMATA does not offer a discount to employers,
but the $20 denomination provides a 10-percent bonus to the

TABLE D-3 Employer outreach by transportation agency

Area
Name 

Staffing One-on-One Workshops Transport’n 
Fairs 

Mailings Other

Commuter 
Connections 

18 sales staff 
on contract 

Depends on sales repre-
sentatives; generally yes 

Yes Yes Yes N/A 

Arlington 
Transport’n 
Partners 

N/A  Yes Yes Yes Yes N/A 

W
as

hi
ng

to
n,

 D
C

 

WMATA  3 account
represent-
atives 

Yes; employers with 
100+ employees and/or 5 
blks from stations 

Yes; 16 
seminars/year 

Yes Generally to existing
clients 

“Try Transit” week 
campaign 

CARAVAN 
for 
Commuters 

2 full-time for 
all commuter 
programs 

Yes; work with 75-80 
new employers (200-250 
total) annually; mostly 
referrals, some cold calls 

4 seminars/year Yes Have done to introduce 
tax benefits, but now 
work directly with 
employers 

N/A 

B
os

to
n City of 

Cambridge 
N/A Yes, mostly when 

employers approach 
them  

N/A N/A Preparing TDM 
brochure that will 
include tax benefits info 

N/A 

South Florida 
Commuter 
Services 

N/A Yes; cold call employers N/A N/A Yes New campaign just 
started; includes 
pamphlets, posters 

M
ia

m
i/

Fo
rt

 
L

au
de

rd
al

e 

Tri-Rail N/A Yes; mostly word-of-
mouth (30-50 employers 
sign up every month) 

N/A Presentations
at individual 
employers 

N/A N/A

M
in

ne
a-

po
lis

 

Metro 
Commuter 
Services 

9 total; 2 full-
time for 
employer 
outreach 

Yes; cold call employers, 
also direct mail and 
referrals 

Yes; five 
workshops or 
seminars/year 
on commuter 
benefits  

Yes Employer newsletter
and monthly e-mail 

“Transit Benefit$ 
Guide”; jointly produced 
with TMO; print ads 

RIDES for 
Bay Area 
Commuters 

8 full-time for 
employer 
outreach 

N/A Two types:
network 
meetings and 
workshops 

N/A Four mailings/year (3
promotions and 1 
survey) 

Marketing campaigns to 
specific cities/business 
parks 

Sa
n 

Fr
an

ci
sc

o 
B

ay
 

A
re

a 

Peninsula 
Traffic 
Congestion 
Relief 
Alliance 

 Yes; cold call employers  Yes N/A Considering joint letter 
with cities 

Agency



user (this is true for all $20 farecards, whether or not pur-
chased through employers).

Agencies

The main agency marketing commuter benefits is Com-
muter Connections, a regional service sponsored by the
MPO, Metropolitan Washington Council of Governments.
Commuter Connections contracts with regional commuter
assistance organizations and private firms to promote com-
muter benefits throughout the region. One of these is Arling-
ton Transportation Partners, which operates within Arlington
County. 

In addition, since WMATA is the issuer of the voucher,
WMATA is also involved in its promotion. The main differ-
ence between WMATA’s efforts and Commuter Connec-
tions is that WMATA promotes only Metrochek, while Com-
muter Connections and the supporting organizations work
with employers to promote a wide range of commuter bene-
fits programs, including telecommuting and bicycling.

Participation

According to WMATA, approximately 170,000 employees
in the region receive Metrochek. This includes a large number
of federal government employees, because the federal gov-
ernment is required to offer the full benefit to their employees.
In addition to the federal government, approximately 2,800
private-sector employers belong to the Metrochek program.

Marketing Activities

All three agencies had strong marketing programs directed
largely at employers; one of the three focused exclusively on
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employers. The agencies all employ sales representatives
whose main function is to serve as employer contacts. The
ranges of strategies used to target employers included work-
shops, web site, e-mail and phone contact, direct mail, par-
ticipation in trade associations and “transportation fairs,” and
sponsorship of special events such as “Try Transit Week.”

Incentives

Arlington Transportation Partners offers a financial incen-
tive to employers to sign up for Metrochek. They will pay 
50 percent of the costs for a certain amount of time (up to 1
year), then the employer agrees to pay the full cost for an
equal length of time. 

Marketing to Employers

Although all three of the agencies use direct contacts with
employers as a primary marketing strategy, for one agency this
is their main focus. According to this interviewee, they spend
a great deal of time “hand-holding” with employers, explain-
ing the benefits and assisting the employers in deciding which
would be appropriate for them to implement. Their marketing
materials identify four levels of benefits that employers can
sign up for: 

• Bronze. Basic Informational Program 
• Silver. Promotional Level (includes preferred parking

and informal telework programs)
• Gold. Incentive Level (implement either Metrochek,

commuter incentives for other modes, shuttle service, or
parking fees)

• Platinum. Comprehensive Level (implement more than
one incentive)

TABLE D-4 Public outreach by transportation agency

Area Agency Name Station/Vehicle Ads Print Ads Broadcast Ads Mailing Other 
Commuter 
Connections 

Mobile billboards No; not cost-
effective 

Yes Yes On-screen ads at cinemas 

Arlington 
Transportation 
Partners 

Yes Yes Radio and cable TV   

Washington, 
DC 

WMATA Yes Yes Radio ads (no TV at 
least 8 years) 

  

CARAVAN for 
Commuters 

Logo and phone 
number on vanpools 

   Will launch major PR 
campaign later in 2001 

Boston 

City of 
Cambridge 

Stations and taxi ads 
for “Go Green” 
month 

No; too 
expensive 

N/A  “Go Green” month: major
environmental awareness 
campaign 

Miami/Fort 
Lauderdale 

South Florida 
Commuter 
Services 

  Radio ads Newsletter  

Minneapolis  Metro Commuter
Services 

Name and phone 
number on vans; bus 
ads 

Yes Radio ads Employee 
newsletter and e-
mail 

Metropass program and New 
Rider campaign 

San 
Francisco 
Bay Area 

MTC Newspaper 
inserts 

Radio and television, 
including one joint 
promotion with TV 
traffic reports 

Direct mail



Marketing to Employees 

The three agencies’ marketing messages focus largely on
the recruitment and retention aspects of transit benefits,
emphasizing that transit benefits can reduce employee stress
and lower the cost of finding and keeping good employees.
One agency representative said that they try to vary the mes-
sages based on the type of employers or location, emphasizing
aspects that they believe would most interest the employer.
The agencies varied in whether they felt that the “bottom line”
was a good argument for employers; one interviewee thought
the cost issue was extremely important, while another thought
it was almost irrelevant.

Use of Term “Commuter Choice” 

Because the Metrochek voucher has good name recogni-
tion, it is the term used most frequently with employers. 

Attributes of Employers That Contribute to Success

There was general agreement about which types of employ-
ers are more likely to adopt transit benefit programs:

• Small. Small firms face fewer administrative obstacles
than do large firms and thus are more likely to imple-
ment transit benefits.

• Single-site employers in urban areas or near transit.
Employers located in dense urban areas with transit
access are more likely to implement. In the Washington,
DC, area, employers near rail stations were more likely
to implement than those near bus lines. Also, multiple
sites made it harder to implement, because of adminis-
trative and equity concerns.

• 9-to-5 schedules. It is easier for firms with traditional
9-to-5 shifts to implement transportation benefits,
because transit access is generally best during peak
periods. Employers with shift employees, such as hos-
pitals, were seen as less likely to implement, at least
for those employees working shifts. Sales employees,
who are out of the office much of the day, are generally
not good candidates. High-technology firms, known for
their long hours, were also seen as less likely to imple-
ment. 

• Already have transportation-related programs. This
makes it more likely that an employer will implement,
because it generally implies that the idea of transporta-
tion assistance has caught on at the employer, and there
is likely to be a “champion” of the idea. It also helps if
the person who will be implementing the program is
already using transit. 

• Accounting, legal, and transportation fields. One inter-
viewee said that accounting and legal firms are often
quick to adopt transportation benefits, probably because
they grasp the cost savings and administrative issues
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more readily than other types of firms. Also, firms whose
business is involved with transportation are more likely
to implement. 

• Parking problems. Firms with parking shortages are
generally amenable to implementing transit benefits. 

Barriers and Obstacles to Effective Programs, 
and Potential Solutions 

The three agencies interviewed did not agree on what the
main barriers for employer acceptance of pre-tax/tax-free
transportation benefits are. Two agencies said that administra-
tive problems seemed to be the largest barrier. On the detailed
checklist, they both indicated the following barriers as major:

• Administrative time and expense to manage the benefit
• Determining how the benefit applies to different office

sites
• Managing benefit distribution among multiple sites
• Distributing vouchers to employees

The other agency said that the major barrier to implemen-
tation is employer unawareness of the problems faced by
their employees with regard to transportation. They charac-
terized their main task as, “selling the unwanted to the
unaware,” meaning that most employers do not realize that
their employees would prefer to commute via other means
than driving alone. This agency saw their main task as mak-
ing employers aware of the problem and presenting com-
muter benefits as a potential solution. Only after they made
this point to employers did they work with them on detailed
implementation issues. The barriers they identified as major
included the following:

• Understanding how the benefits work and
• Cash flow required to buy large quantities of vouchers.

However, although they identified the barriers differently,
all three agencies agreed that a key factor in convincing
employers to implement transportation benefits is the effect on
employees. Where transportation benefits can be shown to
play a role in recruitment, retention, and increased productiv-
ity, employers will be far more interested. Several interview-
ees stressed that employee complaints about commuting have
been a major factor in implementation. One said that her
agency’s most successful advertising campaign involved mar-
keting directly to employees, with the theme of asking their
employers to implement transit benefits. 

Boston 

Interviews Conducted

Kay Carson, Marketing and Communications Manager,
CARAVAN for Commuters, June 1, 2001



Catherine Preston, Parking and Transportation Demand
Management Officer, City of Cambridge, May 17, 2001

Joseph Barr, Transportation Demand Management Planner,
City of Cambridge, June 13, 2001

Allison Simmons, Executive Director, Artery Business Dis-
trict TMA, June 5, 2001

Peter Swan, Account Executive, Massachusetts Bay Trans-
portation Authority, June 15, 2001

Agencies

Boston area transit service is largely provided by the Mass-
achusetts Bay Transportation Authority (MBTA), commonly
known as the “T.” MBTA provides heavy and light rail, com-
muter rail, bus, and ferry service throughout a large service
area (78 cities and towns in a service area of over 1,000 square
miles and 2.6 million people). Boston also has small private
bus operators that largely serve outlying suburban areas. 

The main agency promoting employer-paid and pre-tax
benefits is CARAVAN for Commuters, a non-profit organi-
zation that works throughout the state of Massachusetts but
is most active in and around Boston. CARAVAN has a con-
tract through the Massachusetts Highway Department to do
employer outreach. Although the MBTA has a very active
corporate pass program, they do not promote the employer-
paid or pre-tax possibilities aggressively. MBTA provides
information on them in their standard information packet, but
refers more detailed inquiries to either CARAVAN or the
company’s tax advisor. 

Although the Boston area has some TMAs, neither of the
two we contacted was actively involved in promoting trans-
portation benefits. One, TranSComm, although technically a
TMA, deals exclusively with one major employer, the Boston
University Medical Campus. Another, the Artery Business
Committee TMA, which serves downtown businesses, brought
the change in tax law to the attention of their members, but
does not actively promote transit benefits.

Commuter Benefits Programs

The main transit program in the region is the Corporate Pass
Program, sponsored by the MBTA. Under the Corporate Pass
Program, employers register with MBTA to receive passes
delivered via overnight delivery once a month to their office.
MBTA offers 15 types of monthly passes, any of which can be
purchased through the Corporate Pass Program. Monthly T
passes purchased through this program may be employer-paid,
but many employers simply sell them at face value to their
employees. The pass program is popular because of its conve-
nience; T-Passes are not available at every station.

Although Commuter Check is available in the Boston
area, it is not in widespread use. Most commuters who take
transit live and work within the MBTA’s service area, so
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many employers can cover them with the Corporate Pass
Program. In addition, because of the scarcity of sales outlets
for T passes, it is not always easy to redeem Commuter
Checks. There are also anecdotal reports that although Com-
muter Checks are accepted at all MBTA sales outlets, clerks
who are not familiar with them sometimes refuse to accept
them as payment. 

Participation

According to the MBTA, between 1,800 and 2,000 employ-
ers participate in the Corporate Pass Program. This repre-
sents 70 to 80 percent of the available corporate market. A
substantial number of these clients (approximately 250) are
state agencies. The number declined in late 2000 and early
2001 because of employers in the high-technology sector
either cutting back on expenses or going out of business. The
MBTA requires that employers must purchase at least five
passes monthly to participate. There is no employer discount.

The MBTA no longer collects information on what per-
centage of its clients subsidize passes for employees. A survey
taken before the tax legislation change found that fewer than
20 percent of employers subsidized passes. This percentage is
probably higher now with the change in tax legislation.

Marketing Activities

The MBTA currently is not marketing the Corporate Pass
Program very aggressively. They embarked on a major adver-
tising blitz to employers beginning in the mid-1990s that
lasted for several years. The campaign involved purchase of
employer databases and frequent mass mailings, many tar-
geted to employers near T stations. Thanks to this effort, the
number of Corporate Pass clients more than doubled (from
900 to over 1,800). However, MBTA staff have decided that
further major marketing efforts at this point would probably
not result in many more new clients. 

Marketing to Employers

CARAVAN has an active employer outreach program,
with two full-time staff dedicated to working with employ-
ers. One does on-site visits and the other maintains the mail-
ing list, deals with telephone inquiries, and works with Com-
muter Check. 

CARAVAN has a mailing list of approximately 350 to
500 employers and works with approximately 75 to 80 new
employers annually. Because CARAVAN often works fairly
intensively with particular employers, they currently do not
have the resources to work with more employers. Therefore,
they are not aggressively seeking employers. CARAVAN
does some limited cold calling, especially in conjunction with
their occasional campaigns directed at specific geographic



areas, but most of their clients (an estimated 90 percent) are
found through word of mouth. 

In the past, CARAVAN has done mailings to employer
groups such as chambers of commerce, commercial property
managers, and human resources organizations to promote
commuter choice tax benefits to the employers they serve.
However, they have found that most of these groups are now
familiar with the tax benefits, so their current focus is on
dealing directly with employers. 

The City of Cambridge, in addition to its 1998 mandatory
employer trip reduction ordinance, also has a voluntary trip
reduction ordinance passed in 1992. The mandatory ordi-
nance applies to any new commercial parking (either new
construction or new parking for an existing building) and
mandates that the associated development must meet certain
trip reduction targets. Under the voluntary program, Cam-
bridge staff encourage employers in the city to implement
programs that discourage the use of single-occupant autos.
According to Cambridge staff, the city has focused more
efforts on the mandatory program over the past few years
than the voluntary program. Most of the work that the city
has done with employers on voluntary TDM measures has
been because employers have come to them looking for alter-
natives to adding parking. 

However, as part of the voluntary program Cambridge
currently is preparing a TDM brochure that will discuss,
among other TDM topics, transportation benefits and their
tax implications. The brochure was professionally designed
(as opposed to the previous brochure, which was designed in
house) and the initial printing will be between 2,000 and
2,500 copies. The brochure is targeted at an employer audi-
ence and will be sent as a mass mailing to employers. 

Marketing to the General Public

CARAVAN is planning a major public outreach campaign
later this year; they have already hired a public relations firm.
In the past, their public outreach has consisted largely of
radio public service advertisements and local cable televi-
sion. CARAVAN’s 150 vanpools also serve as mobile adver-
tising; most commuters who call CARAVAN for services
learned of the group from seeing vanpool logos. 

According to a CARAVAN representative, Commuter
Choice’s initial marketing campaign in Boston was directed
at commuters rather than employers. 

The City of Cambridge sponsors a “Go Green” month in
May designed to increase environmental awareness. The
event began 3 years ago as a 1-day event, and the City
Council requested that it be expanded to an entire month.
Included in the Go Green campaign was a series of print
advertisements featuring famous local residents riding transit,
bicycling, or walking. (Tax benefits are not mentioned.) The
ads were used in station and taxi advertising, on the web site,
and postcards; it was too expensive to advertise in the major
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area newspaper, and the circulation of Cambridge papers was
deemed too small. The state grant that funded Go Green
month did not include many funds for evaluation, so city offi-
cials are not sure of the number of people reached, but cam-
paign did receive press coverage. Marketing materials devel-
oped for this campaign will be used in future outreach
programs as well. 

Messages

Several people commented that employers seem to respond
best to messages that transportation benefits are very cost-
effective. Such programs clearly benefit employees without
incurring major costs to the employer. Employees can use
transit benefits immediately. Also, they support recruitment
and retention goals. 

Use of Term “Commuter Choice” 

There was no clear consensus on the meaning of the term
“Commuter Choice.” One agency uses the term in the phrase
“commuter choice tax benefits” to describe the tax savings
allowed by the new legislation. The phrase gets high marks
from this agency because it does not sound bureaucratic and
because it incorporates the word “commuter.” On the other
hand, another agency representative described the term as
“absolutely not useful” because there are too many defini-
tions of what the term means. No agency uses the Commuter
Choice logo. 

Lessons Learned/Effective Messages

In general, there appears to be both high awareness and
use of transit benefits in the Boston area. Even before the
legislative changes that allow tax breaks for employers and
employees, many companies were offering some type of
transit subsidy to their employees. This is probably because
of the extensive transit infrastructure in Boston, as well as
the scarcity of parking. Marketing efforts in Boston, there-
fore, do not need to involve raising employer awareness of
the potential upside of transit benefits, because employers
already know about the difficulties of commuting and the
availability of transit alternatives. 

Although administrative problems were frequently men-
tioned as a problem in other cities, agencies interviewed in
Boston do not regard general administrative needs as a par-
ticular problem. This may be because the MBTA’s Corporate
Pass Program makes it easy for employers to implement tran-
sit benefits. Several agencies praised the program as being
very easy for employers to understand and participate in. 

One person interviewed said that transit benefits are easier
to “sell” because they are voluntary. It is much more difficult



for an agency to promote giving up parking spaces, which is
often perceived as punitive. Use of transit benefits is gener-
ally a choice determined by the employee. 

One person interviewed mentioned that employers do not
respond well to negative messages. Opinions were divided on
environmental messages; within companies that have a cor-
porate culture emphasizing environmental concerns, environ-
mental messages may be effective, but for most companies
this is not a strong selling point. Also, one agency that had
been using on-screen ads at movie theaters discontinued the
practice because it did not seem to be very effective. 

Attributes of Employers That Contribute to Success

Several employer attributes affect the receptivity of employ-
ers to transit benefits programs:

• Office employers in urban areas or near transit. The
presence of transit is seen as the most important determi-
nant of whether employers adopt transit benefits. Transit
service must be nearby and relatively frequent. Although
one agency thought that the specific transit mode avail-
able made no difference, another said that Red Line
(heavy rail) service seemed to attract more use of transit
benefits than Green Line (light rail) or bus service. 

• Parking availability. Whether employers have parking
available for their employees is another important fac-
tor; the less parking is available, the more likely employ-
ers are to offer transit benefits. 

• Small companies. One agency thought that smaller
employers are more likely to offer transit benefits than
larger ones, because they do not encounter as many
administrative issues or layers of decision making. How-
ever, another agency thought that employer size did not
play a large role. 

• Corporate culture. Corporate culture is important in
several respects. First, some corporations have what one
agency representative termed a “benefit-friendly” cul-
ture, in that they tend to give good benefits to their
employees. Such companies tend to focus on the posi-
tive aspects of benefits, and are less likely to be deterred
by administrative obstacles. The attitude of such employ-
ers is that if they think a program will benefit their
employees, they will find a way to implement it. Sec-
ond, support by upper management is critical to success.
If the corporate culture as reflected by attitudes of man-
agers supports transit benefits, such benefits will likely
be implemented. Third, companies with a strong envi-
ronmental awareness are more likely to implement tran-
sit benefits. 

• Regular schedules. Companies with conventional 9-to-5
schedules are more likely to adopt transit benefits than
those without such schedules, because their employees
will be better able to take advantage of the benefit. One
agency noted that firms with significant research and
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development components have generally not been inter-
ested in transit benefits, because their research staff
tends to work long hours. However, the interviewee
thought that this situation might change as these firms
turn to marketing and sales activities and their support
staff grows. 

• Young workforce. One agency noted that transit bene-
fits are more likely to be adopted by employers whose
workforce is younger and therefore largely childless.
These employees are less likely to require cars to pick
up children at school or to run other errands related to
childcare or school. 

Barriers and Obstacles to Effective Programs, 
and Potential Solutions 

The persons interviewed identified potential barriers to
implementation of transit benefits. These barriers are dis-
cussed below in descending order of importance (i.e., the
barriers cited most often are listed first). Where interviewees
had suggestions regarding how these barriers might be over-
come, these are included. 

• Costs. Three interviewees agreed that the primary bar-
rier is cost. When presented with the total annual cost,
many companies find it too high. In addition, for small
companies, the administrative fees charged by Com-
muter Check may make use of vouchers prohibitively
expensive. Because employers cannot participate in the
MBTA’s Corporate Pass Program unless they purchase
five passes per month, small employers may not have a
cost-effective means to adopt transit benefits. 

One person pointed out that many downtown employ-
ers already have high mode splits for transit (60 to 70
percent). In such cases, it is unlikely that many addi-
tional employees will change modes if the employer
begins to subsidize transit use. Therefore, these employ-
ers may believe that the tax savings do not outweigh the
costs of the subsidy. In addition, there is no motive to
implement transit benefits to decrease parking costs,
because the company is already supplying very little
parking. 

• Understanding How Benefits Work. Two people said
that a lack of understanding regarding how benefits work
presents a barrier. Companies are not always familiar
with the tax implications of adopting transit benefits. 

One person pointed out that once employers under-
stand the concept, they are usually very willing to imple-
ment transit benefits. This points to the importance of
having clear marketing materials, examples of how ben-
efits work, and personal contact to answer questions
about benefits. Another person noted that a calculator
tool that could show employers their individual costs
and tax savings would be very useful. 



• Concurrence from Upper Management. Two people
mentioned that it can be difficult to win approval from
upper management. One potential solution is for agen-
cies to try to meet directly with managers, given that
employee transportation coordinators or benefits spe-
cialists are less likely to have decision-making authority. 

• Integrating Benefits into Existing Structures. Two
people mentioned that integrating benefits into either
payroll systems or the benefits structure can be a barrier.
This suggests that agencies may want to have specific
examples of how this integration was accomplished at
other companies. 

• Employee Transportation Coordinator (ETC) Turn-
over. One person mentioned ETC turnover as a prob-
lem, because it is difficult to keep updated contact lists. 

• Concerns about Cheating. One person interviewed
said that almost all employers express concerns about
cheating, such as the fear that employees will receive
transit passes but not use them. However, it was also
noted that this seldom seems to prevent employers from
implementing the benefit. Generally, the agency’s tactic
is to point out that they are already trusting their employ-
ees in other matters, such as expense reimbursement, and
that they can adapt existing systems to transit benefits. 

Miami/Ft. Lauderdale 

Interviews Conducted

David Burr/Kathy McCall, South Florida Commuter Ser-
vices, May 15, 2001

Michael DeCossio, Marketing Manager, Miami-Dade Tran-
sit Agency, May 18, 2001

Rosemary Cortez (coordinates marketing Corporate Pass Pro-
gram), Miami-Dade Transit Agency, May 30, 2001 

Donna Fortier, Employee Discount Program Coordinator,
Tri-Rail, June 1, 2001

Ann Doole (administers Corporate Pass Program), Miami-
Dade Transit Agency, June 14, 2001

Agencies

Four major transit service providers serve South Florida
residents: 

• Miami-Dade Transit, which serves Miami-Dade
County with bus, metrorail, and downtown people
mover;

• Tri-Rail, a commuter railroad operating 18 train sta-
tions along a 71-mile corridor servicing Palm Beach,
Broward, and Miami-Dade counties; 

• Broward County Transit, which operates bus service
primarily in Broward County; and 

• PalmTran, which operates bus service in Palm Beach
County. 
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Services connect among the region’s transit service
providers, with connecting bus service available at all 
19 Tri-Rail stations, and a Tri-Rail-Metrorail transfer sta-
tion in Miami.

South Florida Commuter Services (SFCS) is the primary
regional commuter assistance organization, serving the entire
tri-county area. Operated by a contractor through the Florida
Department of Transportation, South Florida Commuter Ser-
vices offers a wide variety of options, including a 24-hour call
center, corporate carpool and vanpool programs, tri-county
transit information, on-site rideshare promotions and dis-
plays, computerized rideshare matching, and an Emergency
Ride Home program. SFCS works with employers through-
out the region to set up transportation and parking programs,
provide employee commute analysis, and provide training
for on-site employee transportation coordinators. SFCS also
works with the transit agencies to promote transit and refer
employees to the appropriate transit services.

SFCS works with the transit service providers in the region
and has monthly meetings with the marketing directors of the
transit agencies to coordinate efforts. SFCS admitted that the
relationship was not always that good, and there was some
initial distrust by the transit agencies; however, now the agen-
cies all work together well. In general, SFCS tends to spear-
head and promote joint efforts with the transit agencies. 

Commuter Benefits Programs

No regional transit/vanpool voucher is available in South
Florida. The transit agencies, however, do market special
transit passes to employers and employees in order to encour-
age increased transit use.

Miami-Dade Transit offers a Corporate Pass program.
Under the program, an employer who purchases monthly
passes in bulk can save money on the cost of each pass.
Groups of 5–99 can save $6 each, and groups 100 and over
save $8 each. A monthly pass typically costs $60, plus $5 for
parking (Note: The monthly pass itself does not offer signif-
icant discounts over the cost of paying for fares each day; its
primary benefit is the convenience). 

Tri-Rail offers a somewhat unusual Employee Discount
Program. Initiated in June 1992, the program is designed to
build a business alliance to promote Tri-Rail. An employer
who joins the program signs an agreement to promote Tri-
Rail through one of several means (such as through paycheck
stuffers, information in company newsletters, e-mail mes-
sages to employees, signage, or a management presentations).
In exchange, employees at the participating employer receive
a 25-percent discount on the cost of Tri-Rail tickets or passes.
Employees get a special identification card, which qualifies
the employee to purchase tickets or passes at a discount. The
employer is not required to distribute tickets or passes to
employees. Employees with the ID card can purchase the dis-
counted tickets from Tri-Rail ticket machines. (The machines
have two options for purchasing tickets: regular, and dis-



counted. The program is enforced because anyone who shows
a discounted ticket without the ID card is fined.) As a result,
the employer makes a commitment to promote Tri-Rail, but
does not directly provide the Tri-Rail tickets to employees,
unless the employer chooses to subsidize tickets or do a pre-
tax option.

Participation

A very small percentage of employers in South Florida
currently offer commuter benefits programs to their employ-
ees. According to an estimate from SFCS, less than 5 percent
of employers offer subsidized or pre-tax deductions for tran-
sit or vanpool benefits. No quantified data on the actual num-
ber of employers offering these benefits are available
because SFCS does not track these figures. 

According to Miami-Dade Transit, about 86 employers
participate in the corporate pass program. Most are in one of
three areas: Downtown Miami, Brickell, and a hospital dis-
trict (Civic Center). 

About 900 companies participate in Tri-Rail’s Employee
Discount Program; however, only 30 of those 900 employers
actually subsidize tickets or use a pre-tax employee contri-
bution program.

Marketing Activities

In spring 2001, SFCS began a formal campaign to raise
awareness of commuter choice tax benefits. This campaign has
involved development of special marketing materials on the
commuter choice tax benefits, including pamphlets and
posters about the benefits. The primary mechanism for the
campaign, however, is incorporating messages about com-
muter choice tax benefits into on-going communications
efforts, such as newsletter, radio advertisements, and employer
outreach. These marketing efforts are aimed at selling a fam-
ily of services, including an Emergency Ride Home program
and employer assistance. For example, in the radio campaign
about the commuter assistance program, SFCS now incorpo-
rates information such as, “And now transit riders can save
up to $65 per month. . . .” SFCS also is working on a new
web site that will contain information on the commuter
choice tax benefits.

SFCS referred to its approach as a “push-pull” marketing
strategy. Rather than focusing solely on employers or on the
public, the organization encourages employers to see the
benefits of the program and encourages employees to ask
their employers about it.

Neither Miami-Dade Transit nor Tri-Rail has a “formal”
program to promote the commuter choice tax benefit options.
Although Miami-Dade Transit promotes its corporate pass
program, it has not undertaken a special marketing effort to
promote the tax benefits and does not plan to do so in the near
future. The marketing staff at Miami-Dade Transit generally
confine their efforts to providing transit information to the
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public and employers. According to staff at the agency, the
transit agency is underfunded, and, as a result, its efforts are
focused foremost on educating the public about the benefits of
transit in order to increase ridership and public support for
transit. The agency has distributed some mailings that included
information about the tax-free and pre-tax benefits but with
little success—the agency received no calls in response to an
advertisement that mentioned these benefits. SFCS did men-
tion, however, that the agencies cooperate together, and that
Miami-Dade Transit was willing to pay for some of the print-
ing costs for a commuter benefits brochure, and staff from
SFCS often go to events with staff from Miami-Dade Tran-
sit for transit fairs and other events.

Although Tri-Rail does not have a “formal” Commuter
Choice marketing program and has not developed specific
marketing materials on the tax benefits, it has taken a much
more active role in getting information out through its
Employee Discount Program. According to the program
coordinator, she is saturating her market with information
about the pre-tax program with the goal of introducing
every employer in the program to information about the tax
benefits.

Marketing to Employers

All three of the agencies interviewed (SFCS, Miami-Dade
Transit, and Tri-Rail) market their programs directly to
employers. The two transit agencies often coordinate their
events with SFCS, and Miami-Dade Transit, in particular,
relies heavily on SFCS to be the lead in working directly with
employers (on a one-on-one basis) in its service area. SFCS’s
program of outreach to employers started long before the com-
muter choice tax benefits were available. The agency has
incorporated efforts to promote the tax benefits into its on-
going employer services. SFCS takes a sales approach, using
cold calls, its web site, and direct mail to reach employers.
Miami-Dade Transit’s outreach to employers appears to 
consist primarily of Commuter Service Days, where staff go
out to buildings to explain the Corporate Pass Program to
businesses.

Tri-Rail actively works with employers through its
Employee Discount program. Tri-Rail includes basic infor-
mation on commuter tax benefits in all the employer packets
and employee packets that it provides to companies partici-
pating in the program. Tri-Rail has not, however, developed
special advertising on commuter tax benefits. Tri-Rail pro-
motes the tax benefits primarily through its existing contacts
with employers and when asked to do a presentation by an
employer to employees. The organization does not make
cold calls to employers because, according to the Employee
Discount Program coordinator, the “phones are ringing off
the hook” and there really is no time for cold calls. Every
month, about 30 to 50 new employers have been signing up
for the Employee Discount Program, so just working with



these employers is a full-time job. Tri-Rail does not actively
seek out individual employers, but the general marketing
efforts appear to be successful in gaining employer interest
in the Employee Discount Program. 

Moreover, like the staff at SFCS, the coordinator of the
Tri-Rail Employee Discount Program emphasized that she
works with each employer on an individual basis to deter-
mine needs at the employer’s site. Although about 75 per-
cent of the employers fall within the program guidelines
and are easy to handle, she stated that about 25 percent of
employers have unique circumstances that require special
attention. For example, Tri-Rail is now developing a spe-
cial federal government ticket that federal agencies in
South Florida can distribute to their employees. Because
the federal agencies will be subsidizing transit for all
employees, the government can simply order the special
tickets and distribute them to employees. That way, the
government agencies do not need to go through the process
of getting Tri-Rail ID cards made for each employee. The
employees can just show a government ID on the train with
their tickets. Tri-Rail is considering expanding this pro-
gram to other public-sector agencies in state and local
government that are becoming interested in transit benefits
programs.

None of the agencies offers tax assistance to employers or
refers employers to consultants or outside service providers. 

Marketing to the General Public

South Florida Commuter Services and Tri-Rail both intro-
duce the concept of pre-tax and tax-free benefits to employ-
ees through general marketing pieces. The objective is to
encourage employees to ask their employers about offering
the benefits. In contrast, because of limited funding, Miami-
Dade Transit has not undertaken marketing efforts to inform
the public of the tax benefits. 

Messages

The marketing efforts used by the agencies to promote the
tax benefits and employer programs tend to emphasize the
cost savings to employers and employees. SCS tries to get
employees interested in asking their employers about the
benefits and to get employers interested in the tax savings.
For example, SFCS has used the message “My Employer
Pays Me to Ride Transit” as a way to entice commuters to
inquire about the program with their employers. SFCS has
also used the message “Helping Employers Give Tax Sav-
ings and Gain Tax Breaks.” 

Tri-Rail markets the pre-tax and tax-free options by sim-
ply asking employers, “Did you know that you can save taxes
through these new programs?” That alone usually is enough
to capture their attention. 
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Use of Term “Commuter Choice” 

Within the region, use of the term “Commuter Choice” dif-
fered among agencies. SFCS has begun an active campaign
using the term “Commuter Choice.” The marketing campaign
uses the term “Commuter Choice” to mean the tax-free and
pre-tax transit/vanpool benefits now available because of
changes in tax legislation resulting from TEA-21. The Com-
muter Choice marketing materials use a patriotic theme, with
stars and stripe, and red, white, blue, and gold colors. How-
ever, they do not use the Commuter Choice logo developed
by FTA.

In contrast, Miami-Dade Transit and Tri-Rail do not use
the term “Commuter Choice.” 

Lessons Learned/Effective Messages

Given that the tax benefits are relatively new and the agen-
cies efforts to promote them are recent, the agencies did not
provide great detail on what really seems to work versus
what does not. However, there were some general observa-
tions, particularly from South Florida Commuter Services,
on the following:

• Messages about Employee Satisfaction and Recruit-
ment and Retention. SFCS sells the pre-tax/tax-free
transit/vanpool benefit programs as yet another benefit
that an employer can provide to make their organization
a better place to work. Messages that appeal to employ-
ers are that these benefits can help to keep quality people;
increase employee morale and, therefore, enhance
employee productivity; improve recruitment and reten-
tion; and create a positive attitude toward the organiza-
tion. The goal is for employers to see commuter benefits
not solely as a transportation issue, but as a benefits issue
that can improve the quality of life for employees.

• Costs and Administration. Another important message
for employers is that it is not too difficult, and it can also
save money by eliminating the need to create parking.

• Case Studies. Employers seem to respond well to case
studies of places where these benefits have been imple-
mented. Case studies provide some tangible evidence
that companies can implement successful programs and
helps them get over the hurdle that it is too compli-
cated. For example, SFCS has used a case study of Intel
in California. Even though the case study is from out-
side the region, this type of example is extremely use-
ful. According to SFCS, case studies are one of the best
sales tools.

• Competition. Based on experience with employers,
showing that the competition is doing good things in
terms of commuter benefits helps to motivate compa-
nies to say “why aren’t we doing the same?” This expe-
rience may apply to the tax benefits too.



Attributes of Employers That Contribute to Success

Some employer attributes that affect their receptivity to
transit benefits programs are as follows:

• Location/Type and Amount of Transit. The avail-
ability of transit was consistently identified as a key fac-
tor in employer interest in transit pass programs. In
areas with good transit services, like downtown Miami,
there is demand. In suburban locations, there is very
little demand.

• Clerical or Professional Jobs. Although the agencies
noted a number of different types of employers partici-
pating in transit pass programs, they noted that most of
them tend to offer clerical or professional services. Law
firms, hospitals, and dot.com companies were identified
as implementers. Generally these are professions that
tend to have better educated staff earning higher wages. 

There was no consistent response from the agencies about
company size. According to SFCS, larger employers (over 100
employees) are most likely to be interested. Large, established,
seasoned companies were identified as a target because these
companies tend to have a “life-issues manager” or one person
in charge of employee benefits issues, who is a direct point of
contact in the firm. These companies also seem to be more
compelled than smaller, newer companies. For example,
SFCS said they are not seeing a lot of dot.coms participating.
Moreover, vanpooling is most amenable to large companies.

Miami-Dade Transit, however, said that many small com-
panies participate in the Corporate Pass Program. Tri-Rail
said that employee size does not really matter. They have both
small and large companies participating in the Employee Dis-
count Program. For example, a small electronics company
with perhaps 125 people offers pre-tax transit, and about 90
percent of employees use transit. Large companies, such as
Motorola, subsidize employee transit benefits. Broward
County, a large employer, is now going to set up a pre-tax
program. At one company with a pre-tax program, only one
employee participates in the pre-tax option. The agencies
did agree, however, that having multiple offices, and per-
haps a headquarters outside the region, could make it more
difficult to set up a program. 

Barriers and Obstacles to Effective Programs 
and Potential Solutions 

The persons interviewed identified potential barriers to
implementation of transit benefits. The issues identified as
most important differed somewhat among the agencies, so
there was no clear consensus on one overarching issue for the
region. The barriers are discussed below in perceived order of
importance (i.e., the barriers cited most often or most strongly
emphasized are listed first). Where interviewees had sugges-
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tions regarding how these barriers might be overcome, these
suggestions are included. 

• Limited Transit Service. Limited transit service was
emphasized by the Miami-Dade Transit Agency as the
most significant barrier limiting adoption of employer-
based transit benefits in the region. The agency contact
stressed that “the product is the problem.” The service
does not really meet the needs of many employers in the
region. The agency contact noted that MDTA has only
one metrorail line and 600 buses serving a metro area of
over 2 million people. Many suburban office parks and
corporate headquarters in the region are not served by
transit, or the transit services are so limited (one bus
every hour) that the employer does not think of transit
as a benefit. The agency contact emphasized the need
for additional transit funding to support improved ser-
vices before it is likely that employers throughout the
region will get interested in transit. Outside of down-
town Miami, MDTA has few employers participating in
the Corporate Pass Program.

• Administrative Hassle. According to SFCS, the major
barrier or reason that companies do not offer the pre-tax
or tax-free benefits is that employers perceive it as an
administrative problem. Employers often see messages
of how easy it is to implement, and think that this is just
public relations. 

There may be some truth in terms of the difficulty of
obtaining MDTA transit passes. The Miami-Dade Tran-
sit Agency requires that employers participating in the
Corporate Pass Program pick up the transit passes at
MDTA’s offices downtown. As a result, the lack of
opportunities to pick up passes in locations outside of
downtown and the fact that the agency does not mail out
the passes could be a barrier for employers located in
suburban locations. In contrast, Tri-Rail sends the passes
directly to the employer and even delivers the passes, if
needed.

• Convincing Upper Management to Implement. Con-
vincing upper management that the program is a good
idea was identified as a major barrier by all of the agen-
cies. One agency suggested that even if staff in a local
agency are interested in a program, the headquarters
could be a barrier, and it is important to either go right
to the source or to provide the interested person with
enough information to convince management. 

• Understanding How the Pre-Tax/Tax-Free Options
Work/Lack of Information. The Tri-Rail program coor-
dinator emphasized the need for a clear, concise edu-
cational brochure for employers on the pre-tax transit
option. She distributes to employers a brochure devel-
oped by APTA on the pre-tax option. However, she said
that she sometimes gets questions that she is unable to
answer when meeting with accountants within a com-
pany. Better literature and training, would be extremely
helpful. Tri-Rail mentioned that many employers may



think it is too confusing, which is a problem. Moreover,
she admitted that she does not have enough information
to really explain how a pre-tax program would work
for them. Also attractive collateral material that clearly
explains how the program works can be beneficial.

All of the agencies identified determining how a ben-
efit program applies to different office sites as a barrier
for large employers with multiple locations. 

• Lack of Coordination/Consistent Message Among
Agencies. Although not specifically mentioned by any
of the three agencies, it appears that coordination is not
fully developed among the agencies in terms of provid-
ing a consistent message about transit/vanpool benefits.
Although the agencies reported that there is a good
working relationship among them, each of them made
specific recommendations for improvement. For exam-
ple, the transit agencies have not provided lists of com-
panies participating in their individual programs to SFCS.
Also, the transit agencies are not actively using the exper-
tise of SFCS to provide additional assistance to employ-
ers. For example, when asked what would be done if a
company has specific questions about commuter benefits
legislation or tax issues, one of the transit agencies said
that it would refer employers to the FTA for guidance.
The transit agency did not mention referring the employer
to SFCS, even though SFCS is developing information
and resources, including a CD-ROM on the commuter
choice tax benefits. This lack of coordination may be
due in part to the newness of SFCS’s efforts on com-
muter choice and may be remedied in the future.

In another example, Miami-Dade County does not
participate in the Tri-Rail Employee Discount Program
or consider a pre-tax option for Tri-Rail. According to
transit operator representatives, the jurisdiction has
stated that employees who work for the local govern-
ment should live in Miami-Dade County. As a result,
even though many employees use Tri-Rail and even
though Tri-Rail tickets are good for a round-trip on
Metrorail, the county does not want to encourage use of
the commuter rail system.

Other issues were not seen as major obstacles. For exam-
ple, cash flow needed to buy large quantities of passes was
not seen as an issue by Tri-Rail. Most companies order
passes and send back what they do not use. Small companies
generally pay for the passes up front by sending a check or
credit card number with their order. Large companies are
billed for what they use. 

Minneapolis/St. Paul

Interviews Conducted

Cami Zimmer, Downtown St. Paul TMO, May 24, 2001
Patty Carlson, Manager, Metro Commuter Services, May 25,

2001
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David Van Hattum, Downtown Minneapolis TMO, May 29,
2001

Commuter Benefits Programs

There are three primary transit/vanpool benefit programs
promoted in the region:

• Metropass program. The employer purchases an annual
pass for employees. The employer pays quarterly (at a
rate of $54 per month per employee). However, the
employer only pays based on the current number of
transit riders. An employee survey is used to determine
current ridership. The Metropass price then is calculated
using an average system fare per month per rider. The
total price remains about the same for 2 years, even if rid-
ership increases during that time, so the more employees
who participate in the program, the more cost-effective
Metropass is for an employer. After that period, the cost
rises based on participation. The pass is good on all
regional bus services. In many cases, the employer sells
the Metropasses to employees: many sell them for about
$20 per month.

• TransitWorks! The region’s most popular transit dis-
count program, TransitWorks! gives employees at par-
ticipating companies a 5- to 10-percent discount off
the retail price of bus fares. A company representative
orders the quantity of SuperSavers it needs for
employees each month. An invoice is included along
with the bus passes, and the employer has 30 days to
pay. Thirty-one-day passes are offered to the public at
a 10-percent discount, and TransitWorks! participants
receive an added 10-percent discount, for a total dis-
count of 20 percent. Stored-value cards can be used on
the bus at any time; they never expire. They are sold
for $10, $15, or $20, and each card contains a cash
value 10-percent greater than its retail price. Transit-
Works! members receive a 5-percent discount off the
retail price.

• Commuter Check. Commuter Check vouchers are
available in the region. They can be traded in for bus
passes or for use on vanpools. Commuter Check is pro-
moted on a statewide basis.

Agencies

Agencies involved in promoting the commuter choice
benefit options include Metro Commuter Service, and trans-
portation management organizations, including the Down-
town Minneapolis TMO and the Downtown St. Paul TMO.
In addition, Metro Transit also has an employer outreach
program. 

Metro Commuter Services is part of the Metropolitan
Council; it funds TMOs and TMAs throughout Minneapolis,
handles the regional ridematching program, and brings all the



organizations working with employers together once a month
for a meeting. The agencies expressed strong working rela-
tionships, with frequent joint activities, coordinated cam-
paigns, and a coordinated message.

Participation

A high percentage of employers in the downtown areas
of Minneapolis and St. Paul participate in at least one of the
three commuter choice benefit programs. The agencies did
not have exact figures because some employers may be par-
ticipating in programs without knowledge of the TMOs.
However, it was estimated that about 50 percent of employ-
ers in downtown Minneapolis and St. Paul participate in
some form of the Commuter Choice program. Most of the
activity is in the two downtowns, not the suburbs, because
this is where the major transit services provide the best ser-
vice.

According to Metro Commuter Services, about 50 com-
panies participate in Metropass and 44 employers partici-
pate in Commuter Check. About 500 employers participate
in TransitWorks.

Some companies are also using cash reimbursement
arrangements for transit/vanpool benefits through third-party
administrators.

Marketing Activities

The transportation agencies in the region aggressively
promote commuter choice options to employers. The agen-
cies have worked together to develop effective marketing
materials on the tax benefits, including a well-designed
“Transit Benefit$ Guide,” which explains how employers
and employees can save money through transit benefits,
steps to implement transit benefits, and answers to common
questions. The lead person behind the content is from the
Downtown Minneapolis TMO; Metro Commuter Services
paid for printing of the brochure. The agencies also collab-
orated on a Commuter Choice CD for employers. 

The emphasis of the efforts regionally has been on tran-
sit and vanpool benefits. According to the TMOs inter-
viewed, efforts in the two downtowns have largely focused
on transit benefits. The agencies do not promote pre-tax
parking benefits, although parking is often a prime topic in
employer discussions and the agencies will offer assistance
and address the issue of pre-tax parking if asked. The
emphasis in this case has been to show how the cost savings
of pre-tax parking could be used to support transit. For
example, Hennepin County set up a transit incentive pro-
gram using the payroll tax savings from offering pre-tax
parking. Regionally, there have also been some efforts to
promote parking cash-out, primarily through the Down-
town Minneapolis TMO.
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Marketing Different Commuter Benefits Options

Given the different commuter choice programs available in
the region, the agencies do not want the different programs to
compete against each other. As a result, they market the dif-
ferent services in different ways, targeting a specific niche for
the different services. According to Metro Commuter Ser-
vices, Commuter Check is fairly new in the region and is mar-
keted to employers where the TransitWorks! program and
Metropass program do not operate as well. For example, since
Commuter Check can be used on vanpools, while Transit-
Works and Metropass are only good on transit, Commuter
Check is marketed to companies with vanpoolers. It is also
marketed to employers who do not have someone on site to
hand out passes, including federal agencies, and companies
with offices in other cities where the firm may be familiar
with Commuter Check or using Commuter Check. Gener-
ally, it was thought that Commuter Check also worked well
for smaller employers. Metropass is marketed and works best
for very large companies because of the discounts associated
with the program based on participation and because of the
annual nature of the pass. Some companies even offer two
programs: for example, some companies offer Metropass and
Commuter Check. Metropass is used by transit riders, while
Commuter Check is used primarily by vanpoolers.

The options are marketed most heavily in the downtowns,
which are seen as the primary markets.

Incentives

The agencies offer significant incentives for participating
in a commuter choice program. In addition to the costs sav-
ings associated with the Metropass and TransitWorks! pro-
grams, Metro Commuter Services pays the shipping costs and
administrative fee associated with obtaining the Commuter
Check vouchers and subsidizes the vouchers by 10 percent. 

The state of Minnesota also offers a tax break for compa-
nies that offer transit or vanpool benefits, so information
about the tax credit is also included in materials.

Marketing to Employers

The agencies work directly with employers through vari-
ous means, including workshops, direct one-on-one contacts,
and cold calls. At Metro Commuter Services, there are two
staff persons whose sole job is to work with employers to get
them signed up in one of the benefit programs. The agencies
also have information about the commuter choice programs
in their newsletters. Two newsletters are distributed: one tar-
geted to employers and one targeted to employees.

Employers also hear about the Commuter Choice program
and services of Metro Commuter Services through ads in
weekly newspapers and magazines. In addition, advertise-



ments have been placed in business journals, such as Twin
Cities Business Monthly and The Business Journal. Televi-
sion advertisements have not been undertaken due to the
cost. Radio advertisements have been used for other pro-
grams, but not for the commuter choice benefits. At least two
workshops have been held each year on the tax benefits. 

In marketing to employers, the two downtown TMOs iden-
tified large companies (100+ employees) as their primary tar-
get. When the TMOs try to prioritize, the 100+ employers
offer the greatest potential impact. In addition, the agencies
have also found it effective to focus on whole buildings. Some-
times, one office building may include employers of different
sizes. Rather than approaching each company separately, hav-
ing a focused effort on a building-basis can be effective. 

Marketing to Employees 

Employees hear messages about the transit benefits through
newsletters and other general public outreach efforts, and
Metro has a broad campaign on the Metropass program. The
region, however, has not done a lot to promote the commuter
benefits directly to employees because it is the companies that
need to implement the programs. One agency contact said that
they try to maintain good relationships with HR staff. 

Messages

Two primary messages were consistently identified by all
of the agencies:

• Commuter benefits programs help with employee recruit-
ment and retention, and

• They help companies save money.

All of the marketing focuses on the bottom line: what it will
save a company and how will it make a company a more
attractive place to work. The emphasis is on conveying infor-
mation in standard business terms and in terms of employer
concerns. Transit benefits are shown to be the most cost-
effective choice. Moreover, one of the agencies also said they
try to emphasize that setting up programs is easy.

Use of Term “Commuter Choice” 

The term “Commuter Choice” is not used in promotional
activities. The agencies expressed that they try to use termi-
nology that relates more directly to employers and is easier
to understand, such as “transit benefits,” “tax benefits,” or
employee “benefits.” One of the agency contacts remarked,
“No one knows what Commuter Choice means.” 

Also, at one point, prior to TEA-21 (about 11 years ago),
as part of the regional BBOP (Bike, Bus, or Pool) event, the
region developed a “Commuter Choice week” and Com-

88

muter Choice awards program. However, this was not in con-
nection with the tax benefit options, and the term has not
really been used since then. 

NOTE: Since these interviews were conducted, the agen-
cies have decided to use other terms (e.g., replacing “alter-
native transportation” with “commuter choices” and renam-
ing “employer transportation coordinators” as “commuter
benefits coordinators”). The Commuter Choice awards name
has remained. The change occurred because DOT and EPA
have begun defining the term more broadly to include com-
ponents outside of transit/vanpool tax benefits. One term can
cover a broad array of services, including those offered by
the TMOs, and can be used for both suburban and downtown
employers. 

Lessons Learned/Effective Messages

When asked what the agencies think really convinces
employers to implement commuter benefits programs, the
following messages were identified:

• Cost-effectiveness. Let the employers see how really
cost-effective it is to provide the benefit.

• Employees are asking for it. Once there is enough satu-
ration in a market (like in the downtown areas), employ-
ers realize that employees are asking for the benefit. This
really makes the employer take notice.

Of the different ways that the agencies have marketed
commuter benefits, talking to people directly was identified
as the most effective method. One agency contact said that
employers’ interest is piqued when the agency holds a
seminar, a free breakfast, or other event. It is important to
meet employers face to face, guide them through the process,
establish a relationship, and be persistent. In some cases, it
has taken a substantial amount of time to sign up an
employer. In one case, it took 2 years for a company to
implement Metropass.

In addition, one of the agency contacts thought that news-
letters and other targeted information pieces were quite effec-
tive. In particular, having a form that employers can fax in to
request information (rather than putting it in the mail) was
identified as successful. It was not clear to the agencies what
has been least effective. However, general advertising was
identified by one agency as possibly least effective. Metro
Commuter Services said that they are studying whether plac-
ing advertisements in employee benefits magazines (focused
on HR staff) are effective.

It also appears that having one person in the region develop
expertise on tax issues has been valuable in promoting the
program. Contacts in all of the agencies interviewed identi-
fied Dave Van Hattum of the Downtown Minneapolis TMO
as the tax specialist in the region. The other people promot-
ing transit and vanpool benefits are able to refer employers
to him for additional information related to tax issues.



Attributes of Employers That Contribute to Success

Some employer attributes that affect their receptivity to
transit benefits programs are as follows:

• Downtown Location. All of the agencies remarked that
downtown areas are the best market for these options
and the primary areas for adoption. 

• Service Industries. Banks/financial, law firms, insurance
agencies, computer-related companies—mostly white
collar jobs—were identified as the primary market for
these benefits. Many of these companies have a large
number of support staff or moderately-paid employees for
whom transit benefits are an important employee benefit.

• Employers with Dedicated HR Staff. Small compa-
nies are often difficult to reach because they don’t have
internal resources to focus on benefits issues. 

Barriers and Obstacles to Effective Programs 
and Potential Solutions 

The persons interviewed identified potential barriers to
implementation of transit benefits. The issues identified as
most important differed somewhat among the agencies, so
there was no clear consensus on one overarching issue for the
region. The barriers are discussed below in perceived order
of importance (i.e., the barriers cited most often or most
strongly emphasized are listed first). Where interviewees had
suggestions regarding how these barriers might be overcome,
these suggestions are included. 

• Administrative Time/Other Priorities. For one reason
or another, many employers do not implement a pro-
gram even if it seems to be a good idea. Even though
implementing a program can save money, it takes HR
staff time to implement and operate, and many compa-
nies just are not able to commit the effort to get a pro-
gram started. For some companies, HR staff are focused
on other priorities. In particular, it was noted that a num-
ber of companies are undergoing mergers or acquisi-
tions, and HR staff are focused on addressing the issues
associated with those changes. 

• Dealing with Multiple Work Sites. One of the major
barriers identified was a lack of willingness to put a pro-
gram in place in one location exclusively. This has been
both a concern with equity and with who controls pay-
roll. Even if the local office is convinced that imple-
menting transit/vanpool benefits is a good idea, a head-
quarters office may not want to implement a program
only in Minneapolis for reasons of equity among staff in
different offices. Moreover, if payroll is handled outside
of Minneapolis, particularly in a location without regu-
lar bus service, it may be even more difficult to persuade
headquarters to implement a transit benefits program.
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In terms of potential solutions, one agency remarked,
“that is where Commuter Check has been helpful.” The
fact that Commuter Check is used in many urban areas
across the United States and is recognized by headquar-
ters offices in San Francisco, or Boston, or other cities,
may help that company to get transit/vanpool benefits
implemented in the Minneapolis area.

• Equity Concerns. As noted above, equity concerns were
raised as a problem for firms with multiple locations. In
addition, equity concerns were also raised regarding the
fact that only transit and vanpool users can receive the
benefits. “What about carpoolers and bicyclists?” is a
question that has been raised by some companies. Some
companies say that they cannot implement the benefit
unless it benefits both drivers and bus riders. Although
it is not clear to what extent this is an issue for different
types of companies, equity was raised as an important
issue by all of the agencies. 

A potential solution identified by one of the agencies
would be a “parking voucher” that employers could use
to promote carpooling and vanpooling. Employers would
be able to provide the parking voucher to subsidize park-
ing for carpoolers/vanpoolers. 

• Understanding How the Benefits Work. Understand-
ing how the commuter benefits work was identified as an
important barrier for employers. The Metropass program
alone is somewhat complicated because the cost of the
program depends on participation and the cost also
changes over time. Explaining the program can be time-
consuming. Employers can be overwhelmed when
employer contributions, pre-tax payroll deductions, the
state tax credit, and so forth, are added to the discussion.

In order to overcome this barrier, the region devel-
oped the Transit Benefit$ Guide that states in clear simple
language and graphics the different transit incentives, how
transit benefits save employees commuting costs, and
includes “10 Easy Steps to Implement Transit Benefits.”

• Integrating into the Employee Payroll System. It was
noted that payroll systems often are the most problematic.
In some cases, the payroll staff did not take out the money
reserved for transit. Some companies only allow employ-
ees one choice: take out $60 per month. One person inter-
viewed remarked, “payroll people are an untapped audi-
ence,” meaning that agencies might want to consider
speaking with payroll staff directly.

• Cash Flow. For TransitWorks! and Commuter Check,
cash flow was not identified as a problem. However,
cash flow was identified as a potential barrier for the
annual Metropass. Under that program, the employer
pays quarterly. 

• Convincing Upper Management. Convincing upper
management to implement a program was identified as
an important barrier.

• Small Size of Company/Limited Internal Resources.
Smaller companies were identified as difficult to reach



because they often do not have the resources to focus on
implementing a program. In addition, smaller companies
do not achieve some of the benefits of Metropass (for
example, bulk discounts). One potential solution identi-
fied is to get the small employers to sign up together for
a Metropass program through a consolidating agency,
so an agglomeration of companies can sign up for the
program. The challenge with this solution is to arrange
who would manage/oversee the program.

• Needs. When asked what products, marketing tools, or
training products would make promoting commuter
benefits easier, the agencies responded with the follow-
ing list:
– A “parking voucher” that could be used to promote

carpooling/vanpooling,
– More staff, and 
– More workshops with accountants or tax experts.

One of the agencies responded that, in terms of get-
ting the word out [nationwide], something short, to the
point, and appealing and inviting to explain the differ-
ent options is needed. Not a booklet, but something
short and simple. There is considerable complexity in
the different programs, so sometimes just explaining the
programs is difficult. 

One other agency contact noted that the most impor-
tant need would be for this information to come through
business and professional organizations, so that HR/
Benefits people obtain the information through their
industry colleagues. Also, the contact suggested that the
federal government could play an important role in pro-
moting Commuter Choice as a national program (again,
possibly to get at the barrier associated with having
offices in multiple cities). The program should provide
pointers for employers. Rather than pointing people to
regulations, it needs to be user-friendly and point them
to simple-to-understand information for implementing a
program.

San Francisco Bay Area 

Interviews Conducted

Robert Huang, Marketing Manager, Metropolitan Transporta-
tion Commission, May 11, 2001

Jeff Becerra, Director of Marketing and Outreach, RIDES for
Bay Area Commuters, May 21, 2001

David Nelson, Transportation Programs Manager, Peninsula
Traffic Congestion Relief Alliance, May 25, 2001

Agencies

The nine-county Bay Area has a half-dozen major transit
operators, all of which have different service areas and fare
structures. Unlike many other metropolitan areas, which have
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one main operator and numerous small operators, the Bay
Area has a number of major operators and numerous small
operators. Transit modes include heavy rail, light rail, com-
muter rail, bus, and ferry. With a few exceptions, the transit
operators do not exhibit much cooperation; for example, they
maintain separate fare media and do not operate timed trans-
fers between operators. 

The main agencies involved in promotion of transit bene-
fits are the Metropolitan Transportation Commission (MTC),
which is the region’s metropolitan planning organization,
and RIDES for Bay Area Commuters (RIDES), a regional
rideshare organization. Most marketing of Commuter Check
to employers is done by RIDES, which is funded by MTC.
As part of their contract, RIDES performs employer out-
reach, while MTC markets to the general public. RIDES also
fulfils requests for information packets on Commuter Check.
Both RIDES and MTC serve the entire Bay Area. 

Although several organizations promote alternative com-
muting, a quick phone survey revealed that they tend to refer
employers who ask about Commuter Check to RIDES. The
Peninsula Traffic Congestion Relief Alliance (the Alliance)
in San Mateo County is one of the few agencies that markets
Commuter Check directly to employers. The Alliance is a
joint powers association, which is a means under California
law by which public agencies can form an organization. The
Alliance was formed in 2000 from two previous agencies that
covered different portions of the county; the Alliance covers
all 15 cities in the county. 

Commuter Benefits Programs

The main commuter benefits program in the region is
Commuter Check, which has had a contract with the MTC
since 1991. Commuter Check is accepted by all fixed-route
transit operators.

Currently, only very limited transfer agreements exist
between transit operators, so an employee who takes two
separate transit modes must purchase two fare media. MTC
is working on a SmartCard program, which could be used on
multiple transit modes. The program also could compute dis-
counts for transfers automatically. However, MTC did not
give a potential launch date for the SmartCard program. 

Participation

One interviewee estimated that 75,000 to 80,000 employ-
ees in the Bay Area receive Commuter Checks.

Marketing to Employers and the Public

As noted earlier, most marketing of Commuter Check is
done by MTC and RIDES, with some additional county-
specific marketing done by organizations such as the Alliance.



None of the region’s transit agencies market Commuter Check
aggressively; this was attributed to a perceived lack of “own-
ership” of the Commuter Check program, which is promoted
largely by the MTC. Transit agencies occasionally provide
advertising space in vehicles and stations to MTC. 

Marketing Activities

In general, there is little overlap in marketing to employers
and to the general public, because responsibility is divided
between MTC and RIDES. RIDES has a seven-person staff
dealing with employer outreach: a director, a marketing man-
ager, four account representatives, and a regional promotions
coordinator who works transportation fairs during the sum-
mer months and provides administrative support the rest of
the year. 

Both MTC and the Alliance were optimistic about the
prospects for continuing joint marketing activities with
Commuter Check, or the possibility of Commuter Check
itself assuming more of the burden of advertising to the
general public. For example, the Alliance did a joint mail-
ing with Commuter Check to registered employers, adver-
tising the Alliance’s guaranteed-ride-home program. Com-
muter Check is now an established presence in the Bay
Area market.

Marketing to Employers

RIDES uses several means to reach employers. They
maintain a database of 4,600 area employers who have been
active participants in RIDES services or who have expressed
an interest in such services. The database forms the basis of
most marketing activity. For example, RIDES sends a mass
mailing to the database employers four times per year; three
of these promote special events (for example, Bike to Work
Day) and the fourth is a questionnaire to keep the database
updated. RIDES also organizes two types of employer meet-
ings: network meetings, which are quarterly meetings of
ETCs in the RIDES office; and workshops, which are held
throughout the Bay Area to discuss particular transportation
topics. 

RIDES occasionally organizes marketing campaigns for
particular cities or business parks, during which they will
contact most of the businesses in the targeted area, working
down from the largest employers to the smallest. They also,
on occasion, call major employers new to the area to promote
RIDES services. 

The Alliance deals exclusively with employers in San
Mateo County, which is home to many high-technology firms.
The Alliance maintains a database of 6,000 employers, but
has had contact with only a few hundred of these. The Alliance
generally reaches employers through transportation fairs and
direct contact (through cold calls to employers and trying to
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obtain personal interviews). Alliance members are also look-
ing at ways to engage the cities more directly with the employ-
ers; for example, through a joint letter with city governments
suggesting that employers contact the Alliance with trans-
portation concerns. 

The Alliance does not promote Commuter Check exclu-
sively; their approach is to work with the employer to find the
most appropriate transportation solutions to the employer’s
particular needs. 

Both RIDES and the Alliance also receive inquiries
through both word of mouth and their respective Web sites.
MTC has tried to do employer outreach via conferences of
human resources personnel, but have thus far been unsuc-
cessful. 

Marketing to the General Public

MTC uses various advertising media to reach the general
public, including television and radio advertising, direct mail,
station and vehicle advertising, newspaper inserts, and trans-
portation fairs. They do not use outdoor advertising. They
have also used some creative means of reaching the public;
for example, through engaging a locally known cartoonist to
illustrate their advertising and through a joint promotion with
a local television station. In exchange for use of the station’s
logo on MTC materials, the station plugged Commuter Check
during its traffic reports and gave MTC advertising time at
reduced rates. 

The Alliance focuses on employer outreach, but expressed
an interest in branching out to working more with the general
public. For example, the Alliance might eventually set up
tables in residential neighborhoods to distribute information
during local fairs. However, this marketing effort is still in its
infancy, and the marketing materials are designed for an
employer audience. 

Messages

For all three agencies interviewed, the main messages
used are the recruitment/retention benefits and the cost sav-
ings allowed by the tax legislation. The recruitment/retention
angle has been particularly successful in a tight labor market.
The benefits are popular among employees, which makes
employers more likely to offer them. One person interviewed
said that it is important for employers to be able to empha-
size that transit benefits are something employees can use
every day, as opposed to health benefits, which employees
think about infrequently. 

Benefits are easier to promote now that employers can
realize cost savings as a result of changes in tax law. Also,
compared with the expense of other benefits, transit benefits
have a high value to employees while incurring a relatively
low cost to the employer. 



Use of Term “Commuter Choice” 

There was no clear consensus on the meaning of the term
“Commuter Choice.” While one agency uses the term to refer
specifically to the pre-tax and tax-free transit/vanpool bene-
fits, others use it to refer more broadly to a wide range of
efforts to promote non-drive alone commuting. All three per-
sons interviewed said that neither employers nor the general
public are familiar with the term. Given that the voucher itself
is called Commuter Check, which is very similar to Com-
muter Choice, agencies may have a hard time explaining the
distinction to employers for whom neither term is familiar. 

Lessons Learned/Effective Messages

The Alliance has changed its strategy regarding the loca-
tion of targeted employers. Previously, the Alliance targeted
employers in county “hot spots” (i.e., areas with a high degree
of local congestion). However, the strategy proved ineffec-
tive, and the Alliance is focusing more on employers located
near Caltrain, the commuter rail line that runs the length of the
county. Proximity to Caltrain not only makes it more likely
that employees will ride transit, but the Alliance also has a
shuttle program that promotes shuttles to Caltrain stations. 

Although some employers consider themselves good cor-
porate citizens, generally employers are not swayed by mes-
sages about corporate responsibility or environmental quality. 

Attributes of Employers That Contribute to Success

Some employer attributes that affect their receptivity to
transit benefits programs are as follows:

• Small companies. Small firms face fewer administra-
tive difficulties than do large firms, and thus are more
likely to implement transit benefits.

• Office employers in urban areas or near transit.
Employers in dense urban areas with transit access are
more likely to implement commuter benefits programs
than are those in suburban locations. Employers located
near rail stations (or in the Bay Area, particularly near
BART, the heavy rail operator) are more likely to imple-
ment programs than those located near bus lines. In
addition, employers with an office-based workforce are
more likely to implement programs than those with non-
office workplaces. This may be because offices are more
likely to be in transit-accessible locations than other
types of businesses (factories or warehouses), or because
office workers are more likely to work traditional 9-to-5
work schedules, instead of long hours or shift work. 

• High-technology and legal fields. Employers in these
two areas were deemed more receptive to transit bene-
fits. One interviewee speculated that it is largely because
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employers in these fields have faced severe recruitment
and retention problems. Also, high-technology firms
with their younger workforce are more likely to be “pro-
gressive,” and transit benefits are thus more attractive
than at other firms. 

• Presence of an ETC or program “ champion.” The
presence of an ETC or whether there is somebody within
the company willing to champion a transit benefits pro-
gram makes implementation more likely. The champion
does not have to be the ETC; it could be somebody at a
high level of decision making. 

Barriers and Obstacles to Effective Programs 
and Potential Solutions 

The persons interviewed identified potential barriers to
implementation of transit benefits. The barriers are discussed
below in descending order of importance (i.e., the barriers
cited most often are listed first). Interviewees suggestions for
overcoming these barriers are also included. 

• Administrative Burden. All three persons interviewed
mentioned administrative issues as a major problem.
Administrative issues arise early on—learning how tran-
sit benefits work and devising ways to implement them
at the company can be time-consuming. People who
work in human resources may see implementation and
on-going administration of an additional benefit as
adding to their workload. Finally, it was noted that at
many firms it is not clear how to incorporate benefits
into the existing accounting structure. 

Several people mentioned that a firm such as Wage-
Works, which has made inquiries regarding the Bay Area
transit voucher market, may relieve firms of the adminis-
trative burden of setting up and running a transit benefits
program. Also, it may be useful to emphasize that for
smaller employers, once the initial implementation has
been accomplished, ongoing administration is generally
fairly simple. To overcome the confusion about how to
set up the programs from an accounting standpoint,
agencies could give interested employers specific exam-
ples of how to set up a program. 

• Costs. Two persons interviewed thought that costs are a
major issue for employers and that the larger the
employer, the greater the potential barrier. One factor
working against implementation is that employers
often look at the total annual cost in isolation, instead
of in relation to either other benefits or the advantages
received. Also, in good economic times companies are
more willing to assume the additional costs, because of
the recruiting and retention advantage, but in bad eco-
nomic times, companies are more reluctant to incur
unnecessary expenses. 

Agencies marketing transit benefits can emphasize
that on a monthly basis, the costs are often not large.



They can also point out that transit benefits get “more
bang for the buck” than other benefits, meaning that for
a relatively small investment employees receive a tan-
gible daily benefit, as opposed to benefits such as insur-
ance (which employees use infrequently).

EMPLOYER FINDINGS 

Employers Interviewed

The study originally called for interviewing 48 employ-
ers, (i.e., 12 in each major study area). However, although
the research team contacted employers who had been rec-
ommended by transportation agencies as likely candidates
to participate in this study, not all employers were available
to participate. Of all the employers contacted for this study,
28 went through the full survey and interview process. The
research team spoke to several other employers by phone,
but they declined to participate in the full survey. Finally,
the research team convened a focus group in the Washing-
ton, DC, area, which had four participants, bringing the total
number of employers from whom information was obtained
to 36.1 Table D-5 shows the breakdown of employers inter-
viewed. 

These 36 employers include 7 who considered but did not
implement commuter benefits programs. Because agencies
do not track employers who have chosen not to implement
commuter benefits programs, this group was harder to iden-
tify. In addition, it is in some respects misleading to divide
these employers into implementers and non-implementers,
because many employers who have implemented benefits pro-
grams considered various options. 

Employers Who Implemented Commuter
Benefits

Table D-6 summarizes the size, program type, participation,
costs, and administrative time for all employers surveyed. This
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table clearly shows the great variation between employers for
all of these categories. Not all information was available for all
employers. In particular, many employers did not have figures
available for their administrative costs for commuter benefits
programs, because they are part of the costs to administer all
benefits and not broken out separately.

Table D-6 also shows the estimated percentage of
employees who participate in commuter benefits programs,
as reported by the employer. Participation rates vary widely,
from a high of 84 percent at Red Spark to a low of 2 percent
at Network Associates. (Six employers did not provide fig-
ures on participation.) 

Location in a central business district did not seem to
play as big a role in determining participation as did the
availability of free parking. For firms with no free parking,
the average participation rate in commuter benefits pro-
grams was 23 percent. For firms with free parking (or in
which most employees received free parking), the average
participation was 8 percent. There may be other relevant
factors that the research team did not have enough data to
analyze systematically; for example, whether employees
need to use their cars during the day, and the existence of
coordinated marketing campaigns (rather than relying on
word of mouth). 

Parking Versus Transit Subsidies

Of the 26 employers interviewed who supplied informa-
tion on their parking and transit subsidies, only 4 gave a tran-
sit subsidy but no parking subsidy (i.e., most of their employ-
ees paid market rates for parking). If an employer gave free
parking to employees, they were considered to subsidize
parking, because operating and maintaining parking is not

1 The research team contacted employers five times by telephone or e-mail over a 
2-week period. In some cases, the research team received no response; in others, the
person agreed to complete the survey or needed approval from a supervisor before par-
ticipating, but did not respond to further calls.

TABLE D-5 Distribution of employers interviewed

Type of Interview: Implementer Considered Discontinued Total
Full Interview (Survey and Telephone Interview) 24 3 1 28
Survey or Phone Only 2 3 

1 
7 

0 
0 

5 
3 

36
Focus Group Only 2
Total 
 

28 1

Location:     
San Francisco (also includes one Southern CA) 4 6 0

1
0
0
0

10 
Boston, MA 5 0

0
0
1

Minneapolis/St. Paul, MN 6
Miami/Fort Lauderdale, FL 6
Washington, DC 4
Oth

NOTE: Of the five employers from whom the research team did not obtain a full interview, one did not respond to repeated
interview requests, one went out of business after completing the survey, and three were contacted by telephone and consented
to speak briefly with an interviewer, but not to go through the entire survey process.

er (Seattle, WA; Portland, OR; Chicago, IL) 3 0 0 3
5
6
6
6
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TABLE D-6 Summary of implementer employers interviewed

Location Employer 
(Type of work) 

# of sites   # of total  
employees  

# of
employees 
at site 
surveyed 

% of eligible 
employee 
participating 

Type of 
program 

How administered? Admin time 
spent 

Total funds spent 
on transit/vanpool 
subsidies 

City/County of  San 
Francisco 

100+ 30,000  2000  8% of total 
employees 

Transit/Vanpool Pre-tax; Use
Commuter Checks 
 

0.25 FTE 
(10 hrs/week) 

NA 

Network Appliance 
(high-technology) 

50+ 2000
 

1200  2% at site 
surveyed 

Parking/Transit Pre-tax for parking; 
Cash reimbursement 
for transit 
 

0.025 FTE 
(1 hr/week) 

NA 

Red Spark (high-
technology) 

2 75 50 84% at site 
surveyed 

Transit/Vanpool Pre-tax 0.038 FTE
(1.5 hrs/week) 
 

NA 

Sa
n 

Fr
an

ci
sc

o 
B

ay
 A

re
a 

Babey, Mouton, Jue 
and Booth (interior 
design) 

1 35 35 20% Transit/Vanpool Pre-tax
Commuter Checks 
 

0.05 FTE 
(2 hrs/week) 

NA 

Shay Financial 6 60 
 

30 20% at site 
surveyed 

Transit Employer provides
free transit passes; 
MDTA Pass Program 
 

0.006 FTE 
(1 hr/month)  

$4,248 

Worldwide Travel 1 90 90 3% at site
surveyed 
 

Transit/Vanpool Pre-tax 0.006-0.018 FTE 
(1-3 hrs/month) 
 

NA 

Caterpillar America 
(heavy equipment 
manufacturing) 

100+ 64,000 160 9% at site 
surveyed 

Transit/Vanpool Employer subsidy up 
to $65 

0.006 FTE 
(1 hr/month) 

$80/month transit 
$780/month vanpool 
 

Implant Innovation 
(medical devices) 

1+ 600 400 NA Transit/ 
Employer Shuttle 

Tri-Rail Pass 
program 

0.5 FTE $27,500 spent on 
purchase of shuttle 
 

City of Bal Harbour 1 60 60 12% at site 
surveyed 

Transit/Vanpool 50% Vanpool 
subsidy; pre-tax 
 

0.09 FTE 
(15 hrs/month) 

$1,950 

M
ia

m
i/F

or
t L

au
de

rd
al

e

Stiles Corporation 
(real estate 
development) 
 
 

10+ 500 175 5% at site
surveyed 
 

Parking cash out Cash reimbursement Minimal NA 

CNA Corporation  
(R&D) 

14 630 550 NA Transit/Vanpool Employer subsidy up 
to $65 

0.025 FTE (4 
hrs/month) 

NA 

W
as

hi
ng

to
n,

 
D

C
 

CALIBRE Systems, 
Inc. (consulting) 
 
 

1 320 320 6% Transit/Vanpool/ 
Parking cash out 

Employer subsidy of 
$65; parking cash out 
up to $65  

.25 FTE NA 
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TABLE D-6 (Continued)

Location  Employer 
(Type of work) 

# of sites   # of total  
employees  

# of
employees 
at site 
surveyed 

% of eligible 
employee 
participating 

Type of 
program 

How administered? Admin time
spent 

Total funds spent 
on transit/vanpool 
subsidies 

Millennium 
Pharmaceuticals (bio-
technology) 

1+ 1600 225 NAsi Parking/Transit/ 
Vanpool 

Pre-tax; Transit/ 
Vanpool subsidy; 
parking cash out 
 

1.5 FTE $325,000 

MIT (university) 5 10,000 9,000 50% 
 

Transit/Parking Pre-tax 5 FTE $1,000,000 (mostly 
reimbursed by 
participants) 

Abt Associates 
(research/consulting) 

6 1100 450 24% Transit/Vanpool/ 
Employer Shuttle 

Subsidy 0.5 FTE $102,000 total 
program ($18,000 for 
transit/vanpool) 
 

First Church of 
Christ (publishing) 

8 910 790 30% Transit/Vanpool/
Parking 
 

Pre-tax 0.03 FTE
(10 hrs/month) 

NA 

B
os

to
n 

Harvard University 4 30,000  2400  26%  Parking/Transit Pre-tax for parking/ 
40% subsidy for 
transit 
 

1.0 FTE 
(40 hrs/week) 

$900,000 

Dain Rauscher 
(investment banking) 

100 4000 4000 (all 
sites) 
 

47% Transit/Vanpool/
Parking 

Pre-tax Minimal $111,000/year 

Minnesota Life 
(financial/insurance) 

1 2500 2500 56% Transit/Vanpool/
Parking 
 

Pre-tax and subsidies 0.3 FTE 40,000 

University of St. 
Thomas 

2+ 1500 full-
time 

400 NA Parking cash out Cash reimbursement 
 

2 FTE NA 

Lawson Software (e-
business) 

30+ 1800 1800
(all sites) 

NA Parking/Transit Pre-tax; Parking 
subsidy; Metropass 
Program 
 

No answer NA 

Hennepin County 45 13,200 2,800 21% of all 
employees 

Transit/Vanpool 
/Parking 

Pre-tax; 40% subsidy
for transit 
 

1 FTE $200,000 

M
in

ne
ap

ol
is

/S
t. 

Pa
ul

 

US Bank 3000+ 56,000 1,100 18% Transit/Vanpool Pretax; 50% subsidy 
up to $65 
 

3.5 FTE NA 

Portland,
OR 

Nike (sports and 
fitness) 

100+ 25,000 4,600 5% Transit Subsidized corporate 
pass program 

1 FTE $100,000 (subsidies); 
$20,000 (awards) 

Seattle, 
WA 

Zymogenetics 
(biotechnology) 

1 300 300 NA Transit/Vanpool 
(includes ferries) 

$65 subsidy with 
bonafide cash 
reimbursement 

0.1 FTE $30,000 

Lincoln-
shire, IL 

Hewitt Associates 
(HR consulting) 

80 total 
(27 in US) 

13,500 5,375 1% Transit/Vanpool Pre-tax  0.1 to 0.15 FTE NA 



free. Pre-tax programs are considered to have no subsidy. See
Table D-7 for a breakdown of parking and transit subsidies.

The research did not yield sufficient data to determine the
average amounts of parking and transit subsidies for all
employers, for several reasons:

• For employers providing free parking, generally the per-
son interviewed did not know how much the employer
was paying in parking costs. Market rate comparisons
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were not available because the employers were in areas
where virtually all parking is free to the user.

• Many employers subsidize some but not all employees’
parking (for examples, managers get free parking while
the bulk of employees do not), making it difficult to
determine the average subsidy per person based on data
collected.

• Many employers paid a percentage of their employees’
transit and vanpool costs, making it difficult to determine
the average subsidy per person based on data collected.

• The sample size is so small that the results would not be
meaningful. 

Barriers Identified by Employers

Table D-8 shows the barriers identified by all employers, on
a scale of 1 (“not difficult”) to 5 (“very difficult”). (Barriers
listed under “other” are described in Chapter 3 under Other
Barriers.) Of a list of 16 potential barriers, all of them received

TABLE D-7 Incidence of parking and transit subsidies
among employers interviewed

No Parking
Subsidy

Parking
Subsidy 

No Transit Subsidy 3

Transit Subsidy 4

7

12

TABLE D-8 Employer ratings of barriers to implementing commuter benefits

Survey instructions:  Please rank how difficult it was for your company to overcome each of the following potential barriers/issues to 
implementing the Commuter Choice Benefit. Rank on a scale from very difficult to not difficult. 

N/A – Not applicable 
1 – Not difficult  
2 – Neutral 
3 – Slightly Difficult  
4 – Difficult  
5 – Very Difficult 
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Getting information about the Commuter Choice Program 1
Understanding how the benefit works 1

1
1

1
2

1
1

1 1 5 1 1 1 1 2 1 1
1 1 5 5 1 1 1 3 1 2

Convincing upper management that our company should implement the 
program 

4 2 1 1 N/A
 

1 1 2 1 1 3 2 1 3

Convincing other departments that our company should implement the
program 

4 3 1 1 N/A N/A N/A
 

1 1 1 1 1 11 

Equity (since not offered to carpoolers, bicyclists, etc.) 2 3 2 N/A N/A N/A N/A2 1 1 1 1 32
Administrative Expense 3 3 3 2 N/A 1 1 4 1 2 3 3 1 4

Payroll Systems 4 3 3 2 N/A 1 1 4 2 1 1 4N/A 3 

Developing the policies and procedures to offer the program to transit 
riders and/or vanpoolers 

2 3 2 2 N/A 1 4 1 1 1 3 2 1 2

Developing the policies and procedures to offer the program to parkers 2 3 2 N/A N/A N/A N/A N/A N/A 1 N/A  2 1 2
Concerns of “cheating” (e.g. that employees would pass the benefit along 
to their family members or friends) 

2 N/A N/A N/A N/A2 2 2   N/A 1 4 3 1 2

Developing the transit/vanpool voucher and/or transit pass distribution 
system (e.g. how to get them in the hands of employees) 

3 N/A 1 1 1 N/A N/A N/A N/A 2   5 2 1 1

Determining how the benefit program applied to different sites (e.g. 
which voucher company to use, which transit passes to buy, which sites 
have employee-paid parking, which sites had existing transportation 
benefit programs.) 

4 N/A N/A N/A N/A 3N/A N/A N/A N/A N/A 2 1 1

Merging the pre-tax set-aside option with any existing transit or vanpool 
subsidies 

N/A N/A N/A 1 N/A N/A 1 5 N/A N/A N/AN/A 11

Merging the pre-tax set-aside option with any existing parking subsidies N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A 11
Developing enrollment or marketing materials 134 1 1 1 1N/A N/A N/A 2 3 1 1
Other, please specify: 1N/AN/AN/AN/AN/A 4N/AN/A 4N/A 5
Total (sum of points; N/A excluded) 36 25 25 15 3 16 24 26 8 11 24 28 16 34
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N/A – Not applicable 
1 – Not difficult 
2 – Neutral 
3 – Slightly Difficult 
4 – Difficult 
5 – Very Difficult  

L
aw

so
n 

So
ft

w
ar

e 

H
en

ne
pi

n 
C

ou
nt

y 

U
S 

B
an

k 

N
ik

e 

Z
ym

og
en

et
ic

s 

H
ew

it
t A

ss
oc

ia
te

s 

 A
ve

ra
ge

 f
or

 A
ll 

E
m

pl
oy

er
s 

      

Getting information about the Commuter Choice Program 1 4 3 1 1 1 1.5       
Understanding how the benefit works 1 4 4 1 1 3 2.1       
Convincing upper management that our company should implement the 
program 

1 2 3 1 2 3 1.8       

Convincing other departments that our company should implement the 
program 

1 1 3 1 2 4 1.7       

Equity (since not offered to carpoolers, bicyclists, etc.) 1 2 5 1 3 N/A 2.4        
Administrative Expense 1 2 4 1 3 1 2.4       
Payroll Systems 1 4 2 1 2 3 2.4       
Developing the policies and procedures to offer the program to transit 
riders and/or vanpoolers 

1 4 3 1 2 3 2.2       

Developing the policies and procedures to offer the program to parkers 1 5 N/A 1 1 N/A 2.4       
Concerns of “cheating” (e.g. that employees would pass the benefit along 
to their family members or friends) 

1 4 2 1 1 2 2.2       

Developing the transit/vanpool voucher and/or transit pass distribution 
system (e.g. how to get them in the hands of employees)

1 2 N/A 1 1 3 2.0       

Determining how  the benefit program applied to different sites (e.g. 
which voucher company to use, which transit passes to buy, which sites 
have employee-paid parking, which sites had existing transportation 
benefit programs.) 

1 1 4 1 N/A 3 2.5       

Merging the pre-tax set-aside option with any existing transit or vanpool 
subsidies 

1 1 3 1 N/A 4 2.1       

Merging the pre-tax set-aside option with any existing parking subsidies 1 4 N/A 1 N/A N/A  1.9       
Developing enrollment or marketing materials 1 4 3 1 1 1 1.8       
Other, please specify: 1 N/A N/A 1 N/A 4 3.0       
Total (sum of points; N/A excluded) 16 45 39 16 20 35 

Survey instructions:  Please rank how difficult it was for your company to overcome each of the following potential barriers/issues to 
implementing the Commuter Choice Benefit. Rank on a scale from very difficult to not difficult. 

TABLE D-8 (Continued)

responses ranging from “not difficult” to “difficult” or “very
difficult,” indicating that the severity of barriers varies
widely from employer to employer. Even the most com-
monly cited barrier, administrative expense, was called “not
difficult” or “neutral” by one-half of employers. This demon-
strates that agencies should be familiar with all potential bar-
riers, because it is difficult to predict which employers will
experience which barriers. 

It is also true, however, that even the most commonly cited
barriers received scores on the 1-to-5 scale between 2 and 3.
This would seem to indicate that none of the barriers are con-
sistently difficult. Rather, it seems that different employers
encounter different barriers.

Employers Who Considered 
Commuter Benefits

The research team also attempted to contact employers
who had considered but not implemented commuter benefits

to determine whether these employers faced more significant
barriers. However, it was far more difficult to locate these
employers, for two main reasons:

• Transportation agencies seldom had records of employ-
ers who had contacted them but chosen not to imple-
ment a program.

• Employers who did not have a program were less inclined
to participate in the research. 

In total, the research team contacted 25 employers who the
team members were told had considered but not implemented
commuter benefits programs (4 in Minneapolis/St. Paul, 10
in the San Francisco Bay Area, 6 in Boston, and 5 in Miami/
Fort Lauderdale). Of these, most did not return repeated phone
calls and e-mails; in addition, several had implemented pro-
grams already. Table D-9 shows the eight employers the
research team successfully contacted in this category and
their main reason(s) for not implementing a commuter ben-
efits program.
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TABLE D-9 Summary of employers interviewed who considered commuter benefits

Location Employer Name Main Reason(s) for not Implementing 
San Lorenzo School 
District 

Administrative office has higher priorities San 
Francisco 
Bay Area LEM Construction Had considered it in conjunction with a downtown move; too few people 

in suburban location to make program worthwhile. 
 United States Postal 

Service 
Could not make decision locally; at the time of the interview, the local 
managers were deciding how to approach their headquarters office. 

 United Airlines Could not make decision locally, and central payroll system was 
cumbersome to change. At the time of the interview, the idea had not been 
dropped, but it had been put on the “back burner” because the 
headquarters was not particularly interested. 

 WalMart Sites were considered too suburban; program would not garner enough 
participation to make it worthwhile. 

 Clorox Financial issues (administrative time to develop and manage a program). 
At the time of the interview, the program was still “on the table,” but it 
was not under active consideration, because the company was cutting 
costs. 

Washington, 
DC 

Freddie Mac Suburban location with free parking; participation would probably not be 
high enough to justify developing a program, and other benefits were 
deemed more important. 

Boston, MA Doubletree Hotel Financial issues. Hotel had program from summer 2000 to September 
2001, when is was discontinued because of cost containment mandated by 
headquarters. 
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APPENDIX E

INTERVIEW GUIDE FOR AGENCIES

Transportation Agency Interview Guide

Date

Agency Name

Contact Name

Title

Agency Address:

# Street

City State Zip code

Telephone (        ) Fax (        )

Pre-Call Information
(This section should be filled in prior to calling the agency based on a review of the agency’s web pages or from
previous contacts in the region.)

Agency web site:

Type of agency:

❑ MPO 
❑ TMA / TMO
❑ Transit agency
❑ Rideshare Agency
❑ Other: 

Geographic area served: 

Type of area served (check all that apply):

❑ Urban
❑ Suburban
❑ Rural

Commuter Choice-related services offered by agency: 

List of members or participating companies on web page?

❑ Yes (please attach list) 
❑ No



Do any of the following programs exist in the region/area for pre-tax/tax-free transportation benefits?
Regional voucher or pass program (i.e., Metrochek, Transitchek, etc.)? Include name: 

Special or reduced rate for companies who purchase vouchers or passes in bulk? 
Other pass or voucher-type programs (please specify)

If there is a regional voucher or pass, who does it come from?

❑ Transit agency:
❑ Other organization:

Introduction

(Interviewer should use the following paragraphs to start off the interview. A conversational tone should be used,
rather than directly reading the text.)

My name is and I’m calling about a study we are conducting to identify
opportunities to improve the effectiveness of pre-tax/tax-free transportation benefits programs. The goal is to
make it easier for organizations like yours to market these benefits to employers by better understanding the fac-
tors that affect employer decisions, the real and perceived obstacles faced by employers, and strategies that
work. This is a national study funded by the Transportation Research Board, Transit Cooperative Research Pro-
gram. The product will be a guidebook that can be used by transit agencies, MPOs, and TMAs to more effec-
tively market pre-tax/tax-free transportation benefits to employers. 

For the purposes of this project, the term “pre-tax/tax-free transportation benefits” means the commute benefits
defined as transportation fringe benefits under the federal tax code. This includes pre-tax transit, vanpool, and
parking benefits, which may be provided directly by the employer or taken as a pre-tax salary deduction. It also
includes cash in lieu of parking (parking cash-out) programs. These programs are sometimes collectively
referred to as “Commuter Choice” programs.

The metropolitan area has been selected as one of only four
metro areas in the U.S. selected to be the focus of this project. We will be undertaking a series of interviews in
your region with transportation agencies and employers to understand what has worked and what have been
some of the barriers to implementing pre-tax/tax-free transportation benefits. The lessons learned in this region
will be used as a basis for the recommendations in our report, which will be distributed nationally. We hope that
you will be willing to participate in this important study. 

We would like to take some time to interview you about your programs as they relate to pre-tax/tax-free trans-
portation benefits and any lessons you have learned from working with employers in your area. We also would
like your assistance in identifying employers to interview in the next phase of this study so that we can collect
more in-depth information on their experience with these commute benefits.

Would you be willing to spend some time on the phone with me for this interview?  

❑ Yes—(Continue)
❑ Yes, but not at this time

(Time to call back: )
❑ No (Terminate interview). 

Is there someone else in your organization or a related agency that you think would be willing to participate?

Part 1: Program Information

Why did your agency start a pre-tax/tax-free transportation benefits program? How did your agency become
involved with pre-tax/tax-free transportation benefits?

What is the relationship of your agency with other area transportation agencies?
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Section 1: Employer Services

Does your organization promote pre-tax/tax-free transportation benefits to employers? (Remind respondent that
this includes tax-free transit, vanpool, or parking benefits.)

❑ Yes 
❑ No—Why not? Then skip to next section.

Are benefits promoted for vanpooling, parking, and transit, just one of these programs, or a combination of
them? (Check those that apply.)

❑ Vanpooling
❑ Parking
❑ Transit

Would you say that your agency has a “formal” program with employers to promote pre-tax/tax-free transporta-
tion benefits? If so, what are the elements of the program? For example, do you have a pre-tax/tax-free trans-
portation benefits program with a dedicated budget, specific marketing materials, dedicated staff, etc.?
How does your organization interact with employers? (Ask person to explain. If no reaction, prompt them with
this list. Check all that apply.)

❑ Workshops 
❑ Web site
❑ Direct one-on-one contacts
❑ Cold calls
❑ Direct mail
❑ Other:

What kind of pre-tax/tax-free transportation benefits services do you provide for employers? (Check all that
apply.)

❑ Sell pre-tax/tax-free transportation vouchers
❑ Advertise pre-tax/tax-free transportation benefits through the mass media
❑ Conduct surveys of employee commuting
❑ Provide Employee Transportation Coordinator training
❑ Provide information at transportation fairs
❑ Offer one-on-one consultations with employers about pre-tax/tax-free transportation benefits
❑ Assistance interpreting pre-tax/tax-free transportation benefits legislation/IRS regulations
❑ Implementation assistance
❑ Referrals to consultants 
❑ Other:
❑ Other:

Are there certain services or information that you DO NOT purposefully offer to employers? If so, why not? For
example, legal interpretation of pre-tax/tax-free transportation benefits or implementation assistance?

What kinds of questions has your organization received from employers or “potential” pre-tax/tax-free transporta-
tion benefits implementers that you have not been able to answer?

Do you seek out individual employers or wait for them to contact you?

If they seek out employers, ask the following questions:

Do you specifically seek out companies of a certain size or type (e.g., large employers, members of business
leadership groups, multi-site or single-site)?

Do you target employers in certain locations (e.g., heavily congested corridors or sites)?
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How do you deal with multi-site employers that have some sites outside your jurisdiction?

How do other employers hear about your agency and services?

❑ Television advertisements
❑ Radio ads
❑ Yellow pages
❑ Web site
❑ Newspaper
❑ My organization’s newsletter
❑ Another organization’s newsletter
❑ Highway signs 
❑ Word of mouth
❑ Other (please specify):

Are there any fees or costs to use your agency’s services? For example, are there any fees for attending work-
shops, receiving brochures, etc.?

❑ Yes. Explain: 
❑ No

Can employers become members/ partners with your agency? 

❑ Yes
❑ No (Skip to the next section.)

Are there any membership fees or costs? What are they?

❑ Yes
❑ No 

Section 2: General Public and Other Transportation Services

Do you work with the general public to raise their awareness of pre-tax/tax-free transportation benefits? 

❑ Yes
❑ No 

Following is a list of transportation-related services. As I read the list, please indicate whether or not your agency
provides, or is involved with the provision of, each service. 

� � Guaranteed Ride Home services
� � Guaranteed Ride Home program planning
� � Transit services (i.e., is the local public transit system operated by your agency?)
� � Ridematching services
� � Vanpool services
� � Transportation coordinator training
� � Alternative work schedule development for employers
� � Telework program development
� � Parking evaluations and strategies
� � New employee commute options information
� � Pass distribution program
� � Shuttle services
� � Transit route-map and schedule distribution
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Of the services that you just listed, do you promote any of them in connection with pre-tax/tax-free transportation
benefits? If so, which?

Are there any other transportation-related services that your agency provides?

Section 3: Marketing

How do you market pre-tax/tax-free transportation benefits and related services to commuters and/or employ-
ers? Please specify what is done directly with employers and what is done for the general public.

(The interviewer should first ask the interviewee to explain the outreach program and check off all applicable
options. Afterward, the interviewer should prompt the user with the remaining choices.)

� � Workshops
� � Brochures
� � Direct mail 
� � Web page
� � Radio advertisements
� � Television advertisements
� � Outdoor advertisements on billboards
� � Advertisements on buses, inside subway cars, etc.
� � Other outdoor advertisements (please specify):
� � Networking with other agencies
� � Newsletters
� � Advertisements in magazines, newspapers, or other print
� � Attending conferences
� � Other (please specify):

Have you developed marketing materials focused specifically on tax benefits?

❑ Yes
❑ No

If yes, are these materials distributed differently or separately from information on other commute options (such
as carpooling)?

❑ Yes. Explain:  
❑ No

Do you use the term “Commuter Choice” in your promotional activities? 

❑ Yes. Please explain how the term is used: 
❑ No. Why not? What terminology is used? If another terminology is used, how was this selected?

If yes, do your marketing materials carry the Commuter Choice logo? 

❑ Yes 
❑ No

Could you describe your marketing messages and efforts for pre-tax/tax-free transportation benefits programs?
How do you convince employers to participate in your pre-tax/tax-free transportation benefits programs? What
messages do you try to convey to them through your outreach efforts or when you are talking to them? 
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Section 4: Participation

How many or what percentage of employers in your area offer pre-tax/tax-free transportation benefits?  (Ask to
follow up at another time if the respondent does not know but may have access to some information).

(If needed) Do all area employers offer pre-tax/tax-free transportation benefits through your agency, or are there
other providers?

How many or what percentage of employees in your area take advantage of pre-tax/tax-free transportation
benefits? 

(If needed) Do all area employees offer pre-tax/tax-free transportation benefits through your agency, or are there
other providers?

Are these answers based on previously performed surveys and research or is it anecdotal and based your own
general estimate? If this is an estimate, how certain are you of its accuracy?

Do you track employer or employee participation in the pre-tax/tax-free transportation benefits services your
agency provides? 

❑ Yes 
❑ No (skip to next section)

How do you track participation in your services or the effectiveness of your outreach activities? For example, do
you track the number of brochures that have been distributed and to whom, the number of inquiries on specific
topics, etc.?

Part 2: Lessons Learned

Based on your experience, what do you think convinces employers to implement pre-tax/tax-free transportation
benefits programs? 

What specific messages work best (e.g., business cost savings, good for employees, environmental benefits)?

Of the different marketing strategies you have used, what do you think has worked the best and been the most
effective? 

What has been the least effective? 

What do you think is the major barrier or reason that companies do not offer pre-tax/tax-free transportation
benefits?

Following is a list of potential challenges faced by employers in implementing pre-tax/tax-free transportation ben-
efits programs. Please indicate whether you think each is a major barrier, a moderate barrier, a minor barrier, or
not really a problem. (Check those that apply.)
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Do employers seem to understand the terminology that you use to promote pre-tax/tax-free transportation bene-
fits? Do they know what “Commuter Choice” means?

What characteristics of an employer do you feel contribute to the success of pre-tax/tax-free transportation bene-
fits programs? (Check all that apply. If no response, prompt respondent with choices.)

❑ Size
❑ Location
❑ Type and amount of public transit
❑ Corporate culture
❑ Environmental consciousness
❑ Type of work environment (i.e., office vs. non-office)
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Potential Barrier

Finding information about pre-tax/tax-free transportation benefits
programs

Understanding how the benefits work

Understanding how the pre-tax/tax-free transportation vouchers
work

The cost of the pre-tax/tax-free transportation voucher

Administrative time and expense to manage benefit

Determining how the program applies to different office sites

Managing benefit distribution among multiple sites

Obtaining vouchers from the voucher provider

Distributing vouchers to employees 

Integrating pre-tax/tax-free transportation benefits into the
employee benefits structure

Integrating pre-tax/tax-free transportation benefits into the
employee payroll system

Safe-keeping of vouchers prior to distribution

Cash-flow needed to buy large quantities of vouchers

Developing policies on how the benefits program would work at
the company

Developing eligibility requirements

Developing enrollment or marketing materials

Convincing upper management to implement it

Convincing other departments to implement it

Determining how to implement the program

Lack of interest by employees

Equity concerns 

Concerns about cheating, such as having employees pass
vouchers along to their family members or friends

Other (please specify)
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❑ Existence of other employer-provided, commuter support programs (i.e., telecommute options, flexible sched-
uling, etc.)

❑ Multi-site locations
❑ On-site transportation coordinator
❑ Other (please specify.)

Are there any pre-tax/tax-free transportation benefits services or other transportation services that employers or
commuters frequently inquire about that you wish you provided but do not? If so, please explain.

What marketing tools or training products would make promoting pre-tax/tax-free transportation benefits easier?
CD-ROMs? Calculator tools? Greater Internet presence and abilities? Children’s games? Outdoor billboards?

Has your agency conducted any focus groups or other market research to try to determine the best way to reach
employers and promote pre-tax/tax-free transportation benefits? 

❑ Yes
❑ No 

If yes, would you be willing to send us copies of those reports/data or is there a way for me to find out more
about them? (If an outside firm or agency conducted the study, ask for the name of that firm.)

Part 3: Employer Contacts

Read the following paragraph:

As part of our study, we are planning to undertake interviews with employers to learn about the issues they have
faced in either implementing pre-tax/tax-free transportation benefits or considering them. We need assistance in
identifying employers in your region that would be willing to participate in this study.

Could you provide us with a list of employers that have implemented pre-tax/tax-free transportation benefits pro-
grams, with contact information for the employers? 

❑ Yes (Inquire about when they could provide list. Preferably get by e-mail).
❑ No (If they do not have a list, ask if it would be possible for the agency to compile a list of employers they

have worked with.)

Do you have a list of employers that your agency has tried to work with to help implement pre-tax/tax-free trans-
portation benefits programs but have ultimately chosen not to implement them? Or other employers that you are
aware of that currently do not offer pre-tax/tax-free transportation benefits?

❑ Yes
❑ No 

Could I receive a copy of that list as well?

❑ Yes
❑ No 

This is the end of the survey. Thank you for participating.
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APPENDIX F

SURVEY FOR EMPLOYERS WITH COMMUTER BENEFITS PROGRAMS

Employer Interview Guide
Phase 1—Initial Phone Call

Date

Company Name

Contact Name

Title

Address:

# Street

City State Zip code

Telephone (        ) Fax (        )

Part 1: Introduction, Study Explanation, and Informed Consent

Use conversational tone to explain the following:

Hello, this is                                                                                with                                                                      .
We are conducting a study on employer Commuter Choice programs for the Transit Cooperative Research Pro-
gram, which is part of the National Academy of Sciences. The goal of the study is to develop a guidance docu-
ment to help companies like yours to improve the effectiveness of your commuter benefits programs. It will also
provide recommendations to transit agencies and transportation officials for what they should be doing to help
companies in implementing employee commuter benefits programs. 

We were referred to you by                                                              of
as a good company to speak to about your experience with Commuter Choice programs. I would like to speak to
the person at your company who is the most familiar with your company’s commuter benefits programs. We
were referred to you.

First of all, let me ask: Are you the most appropriate person to speak with about your company’s commuter
benefits program? 

❑ Yes
❑ No 

If no, please identify whom I should speak to:

Name of Person 

Job Title 

Phone Number 



If this is the person the surveyor is already talking to, continue.

If this is not the person the surveyor is talking to, ask to be transferred to that person. Begin script from begin-
ning when reaching that person.

As an introduction, I want to explain a little bit about this research project and ask you a few questions about
your company.

Can I have a few minutes of your time to do this?

❑ Yes—Continue
❑ Not at this time

When to call back 
❑ No—Terminate

Our project is focused on what we call “Commuter Choice” benefits. These benefits include employer-provided
transit and vanpool benefits, pre-tax deduction programs for parking, transit, or vanpooling; and parking cash out
programs (programs in which employers provide employees with the choice between free parking at work or
extra cash income, like a commute allowance). Together these new commuter benefits, defined in federal tax
law as qualified transportation fringe benefits, are called “Commuter Choice” benefits.

The purpose of our study is to understand the issues faced by employers in implementing Commuter Choice ben-
efit programs—the obstacles and barriers, as well as what works well. The end goal is to develop a better under-
standing of how companies like yours can implement effective commuter benefits programs, and what transit and
other transportation agencies should be doing to assist you in setting up these employee benefits programs. 

For this national study, we are interviewing a small sample of employers in four major metro areas in the U.S.—
Boston, Miami, Minneapolis, and San Francisco. You have been selected as one of the employers to participate
in this national study.

To improve the experience of firms with Commuter Choice programs, we’d like to learn about your organization’s
experience with it. If you agree to participate, our research will occur in two phases: first we’ll ask some prelimi-
nary questions to better understand your company and the commuter benefits you offer. Second, we will ask you
a more in-depth set of questions about the issues, problems, and solutions you encountered in implementing your
Commuter Choice program, or in deciding not to implement a Commuter Choice program. We want to make this
step as simple as possible, but we expect that answering these written questions should take about 1 to 2 hours
of your time. It may require that you consult with others in your company to gather some of the information.

This study is funded by the federal government through the National Academy of Sciences, and your participa-
tion is completely voluntary. If you agree to participate, the information you provide will be used to develop a
report for the Transit Cooperative Research Program, on “Strategies for Increasing the Effectiveness of Com-
muter Choice.” The report will be a public document. Your employment title, department name and company
name may be used in the report, but your individual name will not be used. 

Given what I’ve explained about how the information you provide will be used, would you be willing to participate
in this research process? 

❑ Yes—Thank you
❑ No—Terminate
❑ Need time to think about it or confirm with a supervisor

Would you like us to fax or e-mail a written request outlining what I’ve just explained?

❑ Yes—get address or e-mail
❑ No

When to call back 
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If willing to participate, but unwilling to have company name used in the report, please note this. Mention that we
may get back to the respondent about participating at a later date.

Part 2: Commuter Benefits Screen

Does your company provide free or subsidized parking for employees?

❑ Yes
❑ No 

Ask to explain, if necessary (for example, some employees get free parking, others do not):

Has your organization implemented any of the following Commuter Choice programs?

❑ Allow employees to set aside income on a pre-tax basis for parking costs
❑ Transit or vanpool benefit 
❑ If so, how does the program work:
❑ Employer pays for transit/vanpool benefit
❑ Allow employees to set aside income on a pre-tax basis
❑ Both 
❑ Parking cash-out program
❑ None of the above

If none, did your organization consider implementing a Commuter Choice benefits program, such as a pre-tax
parking, transit, or vanpool benefit, or parking cash out? 

Yes—Continue to Part 2 (After gathering basic employer information, send them non-implementer version of
the survey) 

No—Terminate

Part 3: Next Steps

Next, we would like to gather some additional information on some of the issues that have been important to
your company in selecting what commuter benefits to offer, and on the travel patterns of your employees. This
information will require some additional thought and may require you to check with someone else within your
company. As a result, we would like to provide you with questions so that you can look through them first before
going through them with me on the phone.

Also, we’d like to make this process as easy as possible for you, and take up the least amount of time. We can
do the next phase of our interview in two different ways: 

I could send you the questionnaire to look over, and we can arrange to have a call again in about a week to go
through the questions together on the phone. 

OR

Upon receiving the questionnaire, you can simply fill it out and send it back to us. We should still arrange for a
call in about a week, so that we can clarify any answers and ask any follow up questions that might arise as a
result of your responses. 

Which do you prefer? Check appropriate box above.
How would it be most convenient for us to send you the questions? 

❑ By e-mail
❑ By regular mail 

Thank you for agreeing to participate in this research project.
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What is your work address? (i.e., the work address of the person surveyor is speaking to)

Address 1

Address 2

City

State                                          Zip Code

What is your e-mail address?
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Date

Name

Address

Dear Name, 

Thank you for participating in this research project. The purpose of this study is to identify strategies for
increasing the effectiveness of Commuter Choice Programs, in part by surveying and interviewing employees
of companies that have implemented such a program. This study is funded by the Federal Government. The
information you provide will be used by the consultant team to develop a report for the Transit Cooperative
Research Program. The final report, “Strategies for Increasing the Effectiveness of Commuter Choice”, will be a
public document.

To improve the Commuter Choice program for all employers, we have designed the following questionnaire to
learn about your organization’s experience with the program. While the length of the questionnaire may appear
imposing, many of the questions are multiple-choice which will simplify completion. We anticipate that complet-
ing this questionnaire will take one to two hours of your time. You may need to consult with other people within
your company to be able to answer all the questions. 

For each question, circle the letter(s) of your response(s). Select one letter choice for each question, unless
otherwise indicated. Please return your completed survey form via e-mail to                                                        or
in the attached postage-paid envelope by                                                                 .

You have indicated that you are responding to this survey for name of company located at location of site. If you
are a multi-site employer please answer all questions at they pertain to this location only. 

If you have questions about completing this survey, please call                                                                           at
or send an e-mail to                                                                     . 

Sincerely,

TCRP Representative
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Employer Interview Guide

Phase 2 Questionnaire, Commuter Choice Implementer

Please answer all questions as they pertain to (insert address of company site).

Company and Site Description

1) What is the nature of your company’s business? (For example, banking, insurance, groceries).

2) How many people does your company employ? 

3) Does your company have more than one employment site? For the purposes of this survey, the definition of
a multi-site employer is one that has different employment sites located more than five miles apart OR has
different locations that act as independent entities. For example, the locations have different administrative
structures or different decision-making authorities. 

❑ Yes
❑ No (Skip to question 9)

4) How many sites does your company have? 

5) If your company has multiple sites, at how many sites does your company offer a Commuter Choice benefit?

❑ All sites
❑ Some of the sites

6) Why do you offer the program at these sites and not at others? 

7) Was the decision to implement or not implement Commuter Choice done at the site level? In other words,
was it a site-by-site decision-making process? Or, did the company make a central decision about imple-
menting Commuter Choice at the different sites?
a) Central decision
b) Site level decision
c) Don’t know
d) Other 

8) Is the Commuter Choice program centrally managed or does each site manage the program itself?
a) Centrally managed
b) Managed on a site-by-site basis

9) Where are your company’s sites located?

For the purposes of this research study, we want you to focus the answers to your questions on one particu-
lar work site where the Commuter Choice program is offered. Thus, if your company offers the Commuter
Choice program at more than one location, please select one location to talk about when answering all
future questions in this study. What is the address of this site?

Address 1 

Address 2 

City 

State 

Zip 
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10) How many employees work at this site? 

11) What best characterizes the location of this company site? 
a) Downtown central business district
b) Shopping center or mixed-use retail/office park
c) Office park
d) Other 

12) Please describe the company’s workforce in terms of the type of job classifications employed. For example,
it is a highly unionized workforce? Is it a highly paid workforce? Is it a highly skilled workforce? Do you have
a large population of part-time employees? Do you have a wide range of job classifications?

Nature of Commuter Choice and Other Benefits Programs 

13) Do you provide free or subsidized parking for your employees?
a) Yes, free parking
b) What percentage of your workforce receives free parking?                        %
c) Yes, subsidized parking
d) How much do you charge for parking? $
e) What is the level of the subsidy? $
f) No. Employees pay for parking at market rates.

14) Which of the following benefits does your company’s Commuter Choice program offer? (Please circle all
that apply.)
a) Allows employees to set aside pre-tax salary to pay for vanpool or transit costs 
b) Allows employees to set aside pre-tax salary to pay parking costs
c) Provides a transit or vanpool subsidy to employees
d) What is the monthly subsidy amount: $
e) Offers parking cash-out for employees
What is the monthly cash-out value: $

15) How does your company provide the transit/vanpool benefit?
a) By providing vouchers that are good on multiple transit services, (e.g., TransitChecks or Commuter

Checks, etc.). Please name: 
b) By providing transit passes. Please name the types of passes that are provided: 

c) Through bona-fide cash reimbursement SKIP TO QUESTION 18
d) N/A: Our Commuter Choice program does not provide a transit/vanpool subsidy or allow pre-tax 

set-aside for transit or vanpool costs. SKIP TO QUESTION 19
e) Other SKIP TO QUESTION 19

16) How does your company distribute vouchers or transit passes?

❑ Employees pick up from a centralized location at the work site
❑ An employee distributes the vouchers/passes to employees
❑ Distributed with paychecks
❑ Vouchers/passes are mailed to a person’s home
❑ Vouchers/passes are sent through inter-office mail
❑ Other 

17) How does your company provide Commuter Choice benefits related to parking? (Please circle all that
apply.)
a) Employees pay for their parking through payroll deduction using pre-tax salary.
b) Employees submit documentation of parking expenses to receive pre-tax salary that can be used for

parking expenses (bona-fide cash reimbursement)
c) Employees can receive taxable cash, or a transit/vanpool subsidy in-lieu of a parking space (i.e., parking

cash-out)
d) Not applicable. Our company does not offer Commuter Choice parking benefits.
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Please answer this question if your company provides any Commuter Choice through bona-fide cash reimburse-
ment (i.e., If you answered c in question 15 and/or b in question 17.)

18) What documentation are employees required to submit? 

❑ How often are employees required to submit documentation? 
❑ Please describe the process by which employees submit documentation. 
❑ Has your company’s documentation method been approved by anyone? For example, the IRS or your

company’s Internal Audit department. 

19) What other commuter-related benefits does your company offer? Please circle all that apply. 
a) Financial incentives for bicycling or walking
b) Financial incentives for carpooling 
c) Financial incentives for telecommuting 
d) Other incentives to encourage people not to drive alone (e.g., prize drawings)
e) Guaranteed ride home program
f) Preferential parking for carpoolers or vanpoolers 

g) Ridematching to facilitate carpools and vanpools
h) Information about commuter options (e.g., provision of bus schedules, etc.)
i) Events to promote use of alternatives to driving alone (e.g., transportation fairs, bike to work day, con-

tests, etc.)
j) A commuter information office or staff 

k) Newsletter (or newsletter articles in company newsletter) about commute alternatives, web site, or fea-
tures on internal company media outlets, etc.

l) Other: 
m) None

20) Which of the following other benefits programs does your company offer to its employees? Please circle all
that apply. 
a) 401 K
b) Medical Savings Accounts
c) Pre-tax set-aside to pay for child care
d) Tuition reimbursement
e) None of the above

Developing the Commuter Choice Program

21) When did your company begin offering Commuter Choice benefits to your employees? 
Date: 

22) Before the implementation of your Commuter Choice benefits program, which of the following commuter
benefits did your company offer? Please circle all that apply. 
a) Financial incentives for bicycling or walking
b) Financial incentives for carpooling 
c) Financial incentives for telecommuting 
d) Other incentives to encourage people not to drive alone (e.g., prize drawings)
e) Guaranteed ride home program
f) Preferential parking for carpoolers or vanpoolers 

g) Ridematching to facilitate carpools and vanpools
h) Information about commuter options (e.g., provision of bus schedules, etc.)
i) Events to promote use of alternatives to driving alone (e.g., transportation fairs, bike to work day, con-

tests, etc.)
j) A commuter information office or staff 

k) Newsletter (or newsletter articles in company newsletter) about commute alternatives, web site, or fea-
tures on internal company media outlets, etc.

l) Other: 
m) None
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23) Before the implementation of the Commuter Choice program, did your company have a Transportation
Demand Management Coordinator or Manager? This position is sometimes called an Employee Transporta-
tion Coordinator/Manager or a Transportation Programs Coordinator.

❑ Yes
❑ No SKIP TO QUESTION 25

24) Was this position staffed by 
a) More than one full-time employee 
b) One full-time employee
c) One half-time employee
d) Less than one half-time employee

25) How did you or your company learn about Commuter Choice benefits? (Circle all that apply.)
a) Through a Human Resources or Payroll/Benefits professional association
b) Through a Transportation professional association (e.g., Association for Commuter Transportation)
c) From the Regional Council of Governments 
d) From the local or regional ridesharing agency
e) From the local transit agency
f) From the local city

g) From other employers
h) Other 
i) Don’t know

26) Did you or someone from your company attend any workshops or consult with any external sources to gain
additional information about the Commuter Choice program?

❑ Yes
❑ No

27) From which of the following external sources did you obtain information? (Circle all that apply.)
a) Federal or state government organization (e.g., FTA, DOT)
b) Local or regional government
c) Local or regional ridesharing agency 
d) Transportation professional organization (e.g., ACT)
e) HR, Payroll, Benefits professional organization
f) Employer Business Group (e.g., Chamber)

g) Other employers
h) Legal Counsel
i) Consultants
j) Other 

28) Within your company, where did the idea to implement the Commuter Choice program originate? (Circle all
that apply.)
a) Upper management
b) Employees
c) Human Resources or Benefits
d) Payroll
e) Transportation or Environmental department
f) Other 

g) Don’t know

29) Which departments/persons within your company were involved with the implementation of Commuter
Choice? (Circle all that apply.)
a) Upper management
b) Employee interest committee
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c) Human Resources or Benefits
d) Payroll
e) Transportation or Environmental department
f) Legal

g) Other 

Reasons for Implementation

30) Why did your company decide to implement the Commuter Choice program? (Please circle all that apply.)
a) Employees requested it
b) To improve employee morale
c) To enhance recruitment and retention
d) It’s a good benefit that involves minimal employer expense
e) To reduce the company’s payroll taxes
f) To reduce the demand for parking

g) To reduce employees’ parking costs
h) To reduce employees’ transit and/or vanpooling costs
i) Because we have many employees riding public transit or vanpooling who could use the benefit
j) To encourage people to use transit or vanpool

k) Other 

31) Of the reasons you listed in question 30, what was the most important reason why your company imple-
mented Commuter Choice? 

Difficulties and Barriers Associated with Commuter Choice Program

32) Please rank how difficult it was for your company to overcome each of following potential barriers/issues to
implementing the Commuter Choice benefit. Rank on a scale from very difficult to not difficult by placing a
“check mark” or an “X” in the appropriate box for each line item.
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Very Slightly Not
Issue Difficult Difficult Difficult Neutral Difficult N/A

Getting information about the Commuter 
Choice program

Understanding how the benefit works

Convincing upper management that our 
company should implement the program

Convincing other departments that our 
company should implement the program

Equity (since not offered to carpoolers, 
bicyclists, etc.)

Administrative Expense

Payroll Systems

Developing the policies and procedures 
to offer the program to transit riders and/or 
vanpoolers

Developing the policies and procedures to 
offer the program to parkers

Concerns of “cheating” (e.g., that employees 
would pass the benefit along to their family 
members or friends)



33) How difficult was it to get each of the following departments (groups) within your company on board in the
development of this program? Please indicate by placing a “check mark” or an “X” in the appropriate column.
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Very Slightly Not
Issue Difficult Difficult Difficult Neutral Difficult N/A

Developing the transit/vanpool voucher 
and/or transit pass distribution system 
(e.g., how to get them in the hands of 
employees)

Determining how the benefits program applied 
to different sites (e.g., which voucher company 
to use, which transit passes to buy, which sites 
have employee-paid parking, which sites had 
existing transportation benefits programs.)

Merging the pre-tax set-aside option with any 
existing transit or vanpool subsidies

Merging the pre-tax set-aside option with any 
existing parking subsidies

Developing enrollment or marketing materials

Other, please specify: 

Very Slightly Not
Issue Difficult Difficult Difficult Neutral Difficult N/A

a) Human Resources

b) Payroll

c) Benefits

d) Transportation 

e) Parking

f) Unions 

g) Upper Management

h) Other (please specify)

Briefly describe any other aspects of the Commuter Choice program that posed barriers or difficulties to program
implementation at your company.

Program Results 

34) Before the implementation of the Commuter Choice program, what was the estimated % of site employees
who . . .

❑ Drove alone to work ? %
❑ Carpooled to work? %
❑ Took transit to work? %
❑ Used a vanpool (7 or more employees sharing a ride in one vehicle) to get to work? %
❑ Were dropped off at work? %
❑ Bicycled or walked to work? %



35) How many employees have enrolled in: (Please provide a # for each applicable aspect of your Commuter
Choice program. Please write N/A if not applicable. Please write “unknown” if the program is applicable, but
you don’t know the number. It is okay to provide estimates if the exact # is not available.)
a) the pre-tax set-aside for parking (if applicable): 
b) the pre-tax set-aside for transit (if applicable): 
c) the pre-tax set-aside for vanpooling (if applicable): 
d) the transit subsidy program (if applicable):
e) the vanpool subsidy program (if applicable): 
f) the parking cash-out program (if applicable): 

36) Since implementation of the program, please circle which, if any, of the following have occurred . . .
The percent of employees who ride transit to work has:
a) Increased
b) Decreased
c) Stayed about the same
d) Don’t know

The percent of employees who use vanpools to get to work has:
a) Increased
b) Decreased
c) Stayed about the same
d) Don’t know

The percent of employees who drive alone to work has:
a) Increased
b) Decreased
c) Stayed about the same
d) Don’t know

37) How would you describe the success of the program? 
a) Very successful
b) Successful 
c) Neither a success nor a failure
d) Unsuccessful
e) Very unsuccessful 

Please explain the reason for your response in question 37 (i.e., why do you describe it as successful or
unsuccessful?)

Nuts and Bolts of your Company’s Program

38) How much internal staff time (Full-Time Equivalent) is needed to run the program? 

39) Does your company use a Third Party Benefits administrator for any of the following aspects of your pro-
gram? (Please circle all that apply.)
a) Development of enrollment and other program forms
b) Printing and providing enrollment and other program forms/information
c) Data entry of employee enrollment and other information
d) Maintaining employee enrollment database
e) Changing employee deductions or other employee information
f) Program Marketing
g) Collection of receipts for bona-fide cash reimbursement of parking or transit/vanpool 
h) Distribution of bona-fide cash reimbursement
i) Purchase of vouchers
j) Bundling of vouchers for distribution
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k) Distribution of transit/vanpool vouchers
l) Other 
m) None of the above

40) What are your company’s annual administrative costs of offering this program? 
a) Do not know
b) Amount: $                              (can be estimate)

41) What specific costs are included in this estimate? (Please circle all that are included.)
Internal staff time to administer the program (i.e., payroll costs)
a) Third party benefits administration fee
b) Program marketing costs and enrollment forms
c) Postage, if applicable
d) Voucher mark-up fee, if applicable
e) Other 

42) What is the total annual cost to your company to provide transit and/or vanpool subsidies?
a) Transit $ 
b) Vanpool $ 
c) Total $ 
d) N/A, We don’t provide a transit or vanpool subsidy to employees.

43) How do you market the program internally? (Please circle all that apply.)
a) Flyers, posters
b) Word-of-mouth
c) Annual benefits enrollment process
d) Employee presentations
e) Newsletters
f) Web site
g) Other 

Thank you for completing this survey. Please return it to                                                            in the postage-paid
envelope by                                                                    .
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APPENDIX G

SURVEY FOR EMPLOYERS WHO HAVE CONSIDERED BUT NOT IMPLEMENTED
COMMUTER BENEFITS PROGRAMS

Date

Name

Address

Dear Name, 

Thank you for participating in this research project. The purpose of this study is to identify strategies for increas-
ing the effectiveness of Commuter Choice Programs, in part by surveying and interviewing employees of compa-
nies that have know about Commuter Choice, but have not implemented such a program. This study is funded
by the Federal Government. The information you provide will be used by the consultant team to develop a report
for the Transit Cooperative Research Program. The final report, “Strategies for Increasing the Effectiveness of
Commuter Choice”, will be a public document.

To improve the Commuter Choice program for all employers, we have designed the following questionnaire to
learn about your organization’s experience with the program. While the length of the questionnaire may appear
imposing, many of the questions are multiple-choice which will simplify completion. We anticipate that complet-
ing this questionnaire will take one hour of your time. You may need to consult with other people within your
company to be able to answer all the questions. 

For each question, circle the letter(s) of your response(s). Select one letter choice for each question, unless 
otherwise indicated. Please return your completed survey form in the attached postage-paid envelope by 

.

Please respond to this survey for name of company located at location of site. If you are a multi-site employer
please answer all questions at they pertain to this location only. 

If you have questions about completing this survey, please call                                                                     at 
or send an e-mail to                                                                   . 

Sincerely,

TCRP Representative
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Employer Interview Guide

Phase 2 Questionnaire, Considered Commuter Choice

Please answer all questions as they pertain to (insert address of company site).

Site Description

1) What is the nature of your company’s business? (For example, banking, insurance, groceries).

2) How many people does your company employ? 

Does your company have more than one employment site? For the purposes of this survey, the definition of
a multi-site employer is one that has different employment sites located more than five miles apart or has
different locations that act as independent entities. For example, the locations have different administrative
structures or different decision-making authorities. 

❑ Yes
❑ No (Skip to question 8)

3) How many sites does your company have? 

4) Where are your company’s sites located?

5) If your company has multiple sites, at how many sites does your company offer a commuter choice benefit?

❑ All sites
❑ Some of the sites
❑ None of the sites

6) If offered at some sites, why do you offer the program at these sites and not at others? 

7) Was the decision to implement or not implement Commuter Choice done at the site level? In other words,
was it a site-by-site decision-making process? Or, did the company make a central decision about imple-
menting Commuter Choice at the different sites?

❑ Central decision
❑ Site level decision
❑ Don’t know
❑ Other

8) What best characterizes the location of your company site? 

❑ Downtown central business district
❑ Shopping center or mixed-use retail/office park
❑ Office park
❑ Other 

9) Please describe the company’s workforce in terms of the type of job classifications employed. For example,
is it a highly unionized workforce? Is it a highly paid workforce? Is it a highly skilled workforce? Do you have
a large population of part-time employees? Do you have a wide range of job classifications?

Nature of Benefit Programs 

10) Do you provide free or subsidized parking for your employees?
a) Yes, free parking
b) What percentage of your workforce receives free parking?                 %
c) Yes, subsidized parking
d) How much do you charge for parking? $
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e) What is the level of the subsidy? $
f) No. Employees pay for parking at market rates.

11) Which of the following commuter-related benefits does your company offer? Please circle all that apply. 
a) Financial incentives for bicycling or walking
b) Financial incentives for carpooling 
c) Financial incentives for telecommuting 
d) Other incentives to encourage people not to drive alone (e.g., prize drawings)
e) Guaranteed ride home program
f) Preferential parking for carpoolers or vanpoolers 

g) Ridematching to facilitate carpools and vanpools
h) Information about commuter options (e.g., provision of bus schedules, etc.)
i) Events to promote use of alternatives to driving alone (e.g., transportation fairs, bike to work day, con-

tests, etc.)
j) A commuter information office or staff 

k) Newsletter (or newsletter articles in company newsletter) about commute alternatives, web site, or fea-
tures on internal company media outlets, etc.

l) Other: 
m) None

12) Which of the following other benefits programs does your company offer to its employees? Please circle all
that apply. 
a) 401 K
b) Medical Savings Accounts
c) Pre-tax set-aside to pay for child care
d) Tuition reimbursement
e) None of the above

13) What is the estimated percent of site employees that . . .
a) Drive alone to work ? %
b) Carpool to work? %
c) Take transit to work? %
d) Use a vanpool (7 or more employees sharing a ride in one vehicle) to get to work? %
e) Are dropped off at work? %
f) Bicycle or walk to work? %

14) Does your company have a transportation demand management coordinator or manager? This position is
sometimes called an employee transportation coordinator/manager or a transportation programs
coordinator.

❑ Yes
❑ No SKIP TO QUESTION 16

15) Is this position staffed by 
a) More than one full-time employee 
b) One full-time employee
c) One half-time employee
d) Less than one half-time employee

Reasons for Considering Commuter Choice Benefits

16) In an earlier telephone phase of this study, you (or a member of your company) indicated that your company
had considered, or knew about, Commuter Choice benefits but had not implemented one of these benefits
programs. Please circle the one response that best describes your company’s experience with Commuter
Choice programs. Note that choices d and e pertain to multi-site companies only.
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a) Our company knows about the Commuter Choice program, but we haven’t yet fully considered imple-
menting it. 

b) Our company considered implementing the Commuter Choice program, but decided not to implement
the program at this time. 

c) Our company considered implementing the Commuter Choice program and has decided not to offer the
program. 

d) Our company considered implementing the Commuter Choice program, but chose not to implement it at
any of our sites. 

e) Our company considered implementing the Commuter Choice program, but chose not to implement it at
this site.

17) How did you or your company learn about Commuter Choice Benefits programs? (Please circle all that apply.)
a) Through a Human Resources or Payroll/Benefits professional association
b) Through a Transportation professional association (e.g., Association for Commuter Transportation)
c) From the Regional Council of Governments 
d) From the local or regional ridesharing agency
e) From the local transit agency
f) From your local city

g) Other 
h) Don’t know

18) Within your company, who (or which departments) considered whether or not to implement the Commuter
Choice program? (Please circle all that apply.)
a) Upper management
b) Employees
c) Human Resources or Benefits
d) Payroll
e) Transportation or Environmental department
f) Other 

g) Don’t know

19) Did you or someone from your company attend any workshops or consult with any external sources to gain
additional information about the Commuter Choice program?

❑ Yes
❑ No

20) From which of the following external sources did you obtain information? (Select all that apply.)
a) Federal or state government organization (e.g., FTA, DOT)
b) Local or regional government
c) Local or regional ridesharing agency 
d) Transportation professional organization (e.g., ACT)
e) HR, Payroll, Benefits professional organization
f) Employer Business Group (e.g., Chamber of Commerce)

g) Other employers
h) Legal Counsel
i) Consultants
j) Other 

21) Why did your company consider implementing the Commuter Choice program? (Please circle all that apply.)
a) Employees requested it
b) To improve employee morale
c) To enhance recruitment and retention
d) It’s a good benefit that involves minimal employer expense
e) To reduce the company’s payroll taxes
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f) To reduce the demand for parking
g) To reduce employees’ parking costs
h) To reduce employees’ transit and/or vanpooling costs
i) Because we have many employees riding public transit or vanpooling who could use the benefit
j) To encourage people to use transit or vanpool

k) Other 

22) Of the reasons you listed in question 21, what was the most important reason why your company consid-
ered implementing Commuter Choice?

Difficulties and Barriers to Implementing Commuter Choice Program

23) Why did your company decide not to implement the Commuter Choice program? (Circle all that apply.)
a) It was too difficult to get information about the Commuter Choice program
b) It was too difficult to understand how the benefit works
c) We could not convince upper management to implement the program
d) We could not convince other departments that our company should implement the program
e) Equity issues (since not offered to carpoolers, bicyclists, etc.)
f) Administrative expense

g) Payroll Systems
h) It was too difficult to develop the policies and procedures to implement the program
i) Concerns of “cheating” (e.g., that employees would pass the benefit along to their family members or

friends)
j) It would have too difficult or costly to distribute transit/vanpool vouchers and/or transit passes (e.g., get-

ting them in the hands of employees)
k) It was too difficult to determine or manage how the benefits program applied to different sites (e.g., which

voucher company to use, which transit passes to buy, which sites have employee-paid parking, which
sites had existing transportation benefits programs.)

l) We already had an existing transit or vanpool subsidy program
m) Not enough people ride transit or vanpool
n) It would have been too difficult or costly to develop enrollment or marketing materials
o) Other, please specify: 

Thank you for completing this survey. Please return it to                                                              in the
postage-paid envelope by                                                                 .

Phone Follow Up

Thank you for participating in this research project. We’ve received your answers to the written survey. Now
we’d like to ask you some questions to gather more information about any difficulties you may have had with the
program and potential program barriers. This is the third and final phase of your participation in this study. This
phone call will take up to one hour.

For the purposes of answering the questions I will ask, please talk about the Commuter Choice program as it
applies to your company at the following location (insert name of location). 

Difficulties and Barriers of Commuter Choice

The research team will customize the phone surveys based on responses to the written survey. The surveyor
will have a customized script so he/she knows which difficulties to ask about. 

I’d like to start by asking you some additional questions about the aspects of Commuter Choice that you said
were difficult or presented barriers to your company. 
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On your written survey, you said (customize)                 prevented your company from implementing
the Commuter Choice program. 

1) How did (#1 customize) prevent your company from implementing Commuter Choice? 

2) How did (#2 customize) prevent your company from implementing Commuter Choice?
Etc. (up to 5 reasons)

3) Of these barriers which is (are) the main reason(s) why your company chose not to implement Commuter
Choice? 

4) What, if anything, would make it easier or more economical for your company to provide Commuter Choice
benefits? 

(Customize based on responses to written questions in Phase 2) 

You indicated that your company learned about the Commuter Choice program through                                       .
How knowledgeable did you feel this group was about Commuter Choice?

a) Very knowledgeable
b) Somewhat knowledgeable
c) Not knowledgeable

Ask them to elaborate on the reason for their response.

What was the most difficult aspect of the program to understand and why?
Did employees ask your company to implement the program?

❑ Yes
❑ No

Additional questions needed to clarify any information on the written survey will be added.
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APPENDIX H

CONTACT INFORMATION FOR HUMAN RESOURCES ORGANIZATIONS

American Payroll Association
660 North Main Avenue
Suite 100
San Antonio, TX 78205-1217
Tel: 210-226-4600
Fax: 210-226-4027
www.americanpayroll.org

Employee Benefits Research Institute 
2121 K Street, NW 
Suite 600
Washington, DC 20037-1896
Tel: 202-659-0670
Fax: 202-775-6312 
www.ebri.org

International Foundation of Employee Benefits Plans
18700 W. Bluemound Road
P.O. Box 69
Brookfield, WI 53008
Tel: 262-786-6700
Fax: 262-786-8670
www.ifebp.org/default.asp

Society for Human Resource Management
1800 Duke Street
Alexandria, VA 22314
Tel: 703-548-3440
Fax: 703-535-6490
www.shrm.org

World at Work
14040 N. Northsight Blvd.
Scottsdale, AZ 85260
Tel: 877-951-9191
Fax: 480-483-8352
www.worldatwork.org

Worldwide Employee Benefits Network (WEB)
P.O. Box 128
Brookfield, WI 53008-0128
Tel: 262-821-9080
Fax: 262-821-1275
www.webnetwork.org
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APPENDIX I

REGIONAL PASS AND VOUCHER PROGRAMS

Table I-1 lists regional transit benefits programs (either pass or voucher programs). Employers located in areas not listed
below should contact the metropolitan planning organization for their region to determine if others exist.
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TABLE I-1 Regional pass and voucher programs

Location Program Name Type of Program Telephone Web Site 

     
Albuquerque, NM Sun Tran Reduction 

Incentive Program 
Discount pass 505-764-6100 www.cabq.gov/transit 

Atlanta, GA TransCard Discount pass 404-848-5057 www.itsmarta.com 

Austin, TX                                             Discount pass 512-389-7572 www.capmetro.austin.tx.us 
Baltimore, MD Transit Plus 2000 Voucher Pass 410-767-8750 www.mtamaryland.com 
Boston, MA Commuter Check Voucher 617-973-7189 www.commutercheck.com 

 MBTA Corporate Pass 
Program 

Pass  617-222-5218 www.mbta.com 

Boulder, CO ECO Pass Discount Pass 303-413-7300 www.rtd-denver.com 

   

Buffalo, NY Commuter Check Voucher 716-855-7218 www.commutercheck.com 
Chicago, IL RTA Transit Check Voucher 312-917-0798 www.rta.chicago.com/tranchk 
Cleveland, OH Employer Pass Subsidy 

Program 
Discount pass 216-566-5147 www.gcrta.org 

Columbus, OH Commuter Check Voucher 614-275-5823 www.cota.com/work/work.htm 
Connecticut (statewide) CTTRANSIT Passes Pass 860-522-8181 x260 www.state.ct.us/dot 
Dallas, TX E-Pass Programs Pass 214-747-RIDE www.dart.org/home.htm 
Denver, CO Commuter Check Voucher 201-822-9700 www.commutercheck.com 

 ECO Pass Pass 303-299-2122 www.rtd-denver.com 
Des Moines, IA Employer Support 

Program 
Discount pass 515-283-8113 www.ctre.iastate.edu 

Detroit, MI TransitCheck Voucher 313-223-2192 www.transitcenter.com 
Fort Worth, TX TransitCheck Voucher 817-215-8660 www.the-t.com/ 

Subpages/check.html 
Harrisburg, PA Commuter Benefit 

Program 
Voucher  215-592-1800  

Honolulu, HI Employee Subsidized 
Monthly Bus Pass 

Discount pass 808-848-4444 www.thebus.org 

Houston, TX Corporate Ride Sponsor 
Plan 

Discount pass 713-739-4965 www.hou-metro.harris.tx.us 

Kansas City, MO Transit Riders Incentive 
Plan 

Discount pass 816-346-0274 www.kcata.org 

Los Angeles/Southern CA TransitChek® Voucher 800-531-2828 www.accorcs-us.net/ 
transitchek/index.html 

Louisville, KY Commuter Check Voucher 502-561-5118 www.commutercheck.com 
Madison, WI Commuter Benefit 

Program 
Pass  608-266-5921 www.ci.madison.wi.us/metro 

Miami, FL MDTA Metro Passes Discount pass 305-375-3249 www.metro-dade.com/mdta 
Milwaukee, WI Commuter Value Plan Pass 414-343-1777 www.ridemcts.org 
Minneapolis/St. Paul, MN Commuter Check Voucher 651-602-1614 www.commutercheck.com 

 Metropass Pass 651-602-1545 www.metrocouncil.org 
 TransitWorks Pass 612-349-7509 www.metrocouncil.org 

New Jersey (statewide) Business Pass Pass 973-491-7600 www.njtransit.state.nj.us/btapro
g.htm 

New Orleans, LA Employer Subsidized Pass 
Program 

Pass  504-248-3682 www.regionaltransit.org/mainpa
ge.html 

New York, NY TransitChek® Voucher 800-329-2000 www.transitcenter.com 
 In Long Island  516-766-1254  
 In northern NJ  201-216-6245  

 In Connecticut  203-406-0835  
Norfolk, VA Commuter Check Voucher 757-640-6216 www.commutercheck.com 
Oakland, CA Commuter Check Voucher 510-893-7665 www.commutercheck.com 
Omaha, NE Bus Plus Pass 402-341-7560 x2340  
Philadelphia, PA TransitChek® Voucher 215-592-1800 or 800-

355-5000 
www.dvrpc.org 

Phoenix, AZ Bus Card Plus Pass 602-261-8505 www.ci.phoenix.az.us 
Pittsburgh, PA EZ Gold Pass 412-237-7309 trfn.clpgh.org 
Portland, OR e-Pass Program Pass 503-962-7670 www.tri-met.org 

Rhode Island   Commuter Check Voucher 888-88-RIPTA www.commutercheck.com 
Sacramento, CA TransitChek® Voucher 800-531-2828 www.sacrt.com 

Cap Metro Discount Pass
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TABLE I-1 (Continued)

Location Program Name Type of Program Telephone Web Site 

     
St. Louis, MO Employer Pass Subsidy 

Program 
Pass  314-982-1499 www.bi-state.org 

Salt Lake City, UT ECO Pass Pass 801-262-5626 x2146 www.utabus.com 
San Antonio, TX Employer Big Pass 

Program 
Pass  210-362-2377 www.vtainfo.net 

San Diego, CA RideLink Subsidy Program  800-COMMUTE www.ridelink.org/employer_ser
vices.html 

San Francisco Bay Area, 
CA  

Commuter Check Voucher 510-893-7665 www.commutercheck.com 

San Jose/Santa Clara, CA ECO Pass Pass 408-321-7544 www.vta.org 
Seattle, WA Commuter Bonus Program Voucher 206-263-4551 transit.metrokc.gov 
 Flex Pass Program Discount pass 206-263-3452  
 Employer Pass Subsidy 

Program 
Discount pass 206-263-3443  

Trenton, NJ TransitChek 215-592-1800 www.dvrpc.org 

Tulsa, OK Bonus Bucks 918-699-0223 www.tulsatransit.org 
Washington, DC  Metrochek Voucher 202-962-1326 www.wmata.com 
Wilmington, DE TransitChek Voucher 800-355-5000 www.dvrpc.org 

__________________________________________________________________

Voucher 

Voucher 
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APPENDIX J

NATIONAL THIRD-PARTY ADMINISTRATORS

Table J-1 shows some third-party benefits administrators who deal with commuter benefits programs. This list includes only
third-party administrators that operate nationwide; regional or local firms are not listed. Inclusion on this list does not consti-
tute a recommendation; the list is provided for information only. 

TABLE J-1 National third-party administrators

Company Phone Number Web Site 
Employee Benefit Specialists (EBS) 925-460-3910 www.ebsbenefits.com/mtransit.htm 
Flexible Benefit Service Corporation 800-577-3322   www.flexben.com/html/company.htm 
Sodexho Pass 866-SDH-PASS www.sodexhopassusa.com/transportation

_benefits.htm 
Tailored Benefits 408-918-0890 www.cacreativebenefits.com/partners/tail

ored.html 
Wage Works 877-924-3967 www.wageworks.com 
Work Life Benefits 800-446-1054     www.wlb.com 
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APPENDIX K

USEFUL WEB SITES

The following web sites contain more information on
commuter benefits, broadly defined to include more aspects
of transportation demand management such as telecommut-
ing, bicycling and walking, and other employer-provided
incentives such as shuttles. 

COMMUTER BENEFITS PROGRAMS

www.fta.dot.gov/library/policy/cc/cctoc1.htm The Fed-
eral Transit Administration has a Commuter Choice toolkit
with information for employers, employees, and agencies.
The toolkit contains a national directory of pass and voucher
programs. 

www.commuterchoice.com The Association for Com-
muter Transportation, a membership organization for people
working in employee transportation, has a useful web site
with information on various types of transportation demand
management measures, including a commuter choice toolkit.

www.commuterchoice.gov The Environmental Protec-
tion Agency launched in 2000 their Commuter Choice Lead-
ership Initiative, which encourages employers to meet a
national standard of excellence in commuter benefits pro-
grams. This site includes an online calculator for employers
to estimate their potential costs and savings in implementing
a commuter benefits program. 

www.nctr.usf.edu/clearinghouse The Center for Urban
Transportation Research at the University of South Florida
hosts a clearinghouse for information on transportation
demand management, including commuter benefits.

www.publictransportation.org The American Public
Transportation Association (APTA), an association of tran-
sit providers, has launched a public education campaign
through a program called Public Transportation Partnership
for Tomorrow (PT)2. APTA’s regular web page is available
at www.apta.com. 

TAX LAW ONLINE

Section 132 (f). The law authorizing employer-provided
Qualified Transportation Fringe Benefits is found at Title 26
of the United States Code (USC) Section 132(f). The statu-
tory language can be accessed online at: http://uscode.house.
gov/usc.htm (search Title 26 for “qualified transportation
fringe”).

Implementing regulations. The final regulation on qualified
transportation fringe benefits was published in the Federal
Register on January 11, 2001 (Federal Register / Volume 66,
No. 8). The federal register publication can be accessed online
at www.access.gpo.gov. Under Access to Government Infor-
mation Products, select Federal Register, then Volume 66, on
January 11, 2001, and search term “qualified transportation
fringe.” 



Abbreviations used without definitions in TRB publications:

AASHO American Association of State Highway Officials
AASHTO American Association of State Highway and Transportation Officials
ASCE American Society of Civil Engineers
ASME American Society of Mechanical Engineers
ASTM American Society for Testing and Materials
FAA Federal Aviation Administration
FHWA Federal Highway Administration
FRA Federal Railroad Administration
FTA Federal Transit Administration
IEEE Institute of Electrical and Electronics Engineers
ITE Institute of Transportation Engineers
NCHRP National Cooperative Highway Research Program
NCTRP National Cooperative Transit Research and Development Program
NHTSA National Highway Traffic Safety Administration
SAE Society of Automotive Engineers
TCRP Transit Cooperative Research Program
TRB Transportation Research Board
U.S.DOT United States Department of Transportation
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