
 

 

Where things stand  

Tax reform legislation pending in both the U.S. House and Senate would repeal a deduction for businesses that 
provide transit passes as a fringe benefit for their employees. Combined with a reduction in the corporate tax rate, 
this repeal leaves little incentive for employers to provide transit benefits. The bills leave in place a provision that 
allows employees to use pretax dollars to pay for transit. The Senate bill would repeal the commuter bicycle benefit. 

What is the commuter tax benefit for transit?  

The Protecting Americans from Tax Hikes (PATH) Act of 2015 
provided permanence and parity (with parking benefits) for the pre-
tax transit benefit.  Considered a “Qualified Transportation Fringe” 
under Internal Revenue Code Section 132(f), the benefit allows 
commuters to spend up to $260 per month on a pretax basis. 
Employers save on payroll-related taxes and employees save on 
federal income taxes. Commuters may use pretax dollars to pay for 
transit passes and vanpool fares and parking. Bicyclists may receive 
reimbursement from employers, up to $20 per month, for 
reasonable expenses related to their commutes.  

What would happen if the commuter tax benefit for transit 
disappeared?  

In short, public transit ridership would decline and traffic congestion would worsen, having a deleterious effect on 
the local economy and quality of life. Greater congestion has myriad impacts, including a decline in employee 
productivity and job satisfaction, increase in workforce tardiness, and rise in costs to ship and receive products. 
Elimination of the transit benefit also would increase employees’ commuting costs and taxes. On an annual basis, 
this could translate to over $1,000 per employee, according to Benefit Resource, Inc. Such an impact on household 
budgets would reduce discretionary spending, which fuels economic growth. 

On a regional level, elimination of these benefits would lead to dramatic ridership and revenue loses for VRE, WMATA 
and transit throughout the Commonwealth. In addition, more Virginians would be sitting in gridlock on I-95, I-395,  
I-66, and other regional roadways. 

What is the solution?  

Because nearly 90 percent of Virginia Railway Express passengers and 65 
percent of Metro’s Virginia riders rely on the commuter transit benefit to pay 
all or part of their fares, Northern Virginia has a vested interest in ensuring 
the continued availability of the pretax program. Congress must recognize 
the economic value of the transit benefit and ensure that tax reform 
legislation does not eliminate or scale back this vital program. 
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