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INT. NO. 429:
Council Members Liu, Dickens, Gerson, James, Mealy, Mendez, Nelson, Palma, Recchia Jr., Sears, Weprin, Mark-Viverito, Foster, Gentile and Clarke

TITLE:
A local law to amend the administrative code of the city of New York, in relation to requiring certain employers to provide employees the opportunity to use pre-tax earnings to purchase qualified transportation benefits in accordance with federal law.

ADMINISTRATIVE CODE:
Amends section 12-139 of title 12 by lettering the current provisions of section 12-139 as subdivision a and adding a new subdivision b.
INTRODUCTION

On November 9, 2006, the Committee on Transportation, chaired by Council Member John Liu, will hold a hearing on Int. No. 429.  Int. No. 429 would amend the Administrative Code of the City of New York by lettering the current provisions of section 12-139 as subdivision a and adding a new subdivision b, that would require employers with fifty or more employees to offer such employees certain qualified transportation benefits, as allowed under federal law. 


The Committee has invited the following people to testify at the hearing:  Joel Bondy, Executive Director of the New York City Office of Payroll Administration; Peter Kalikow, Chair of the Metropolitan Transportation Authority (“MTA”); Roger Toussaint, President of Transport Workers Union - Local 100; Gene Russianoff of the Straphangers Campaign; Beverly Dolinsky, Executive Director of the Permanent Citizens Advisory Council to the MTA; Kathryn S. Wylde President & CEO of the Partnership for New York; Larry Filler, President of Transit Center, Inc.; United States Senator Charles Schumer; qualified transportation benefits companies; and transportation advocates.

BACKGROUND


In 2000, the City Council enacted Local Law 18 to encourage more people to ride mass transportation by lowering the cost of such transportation.  Local Law 18 of 2000 allowed employees of the City of New York to elect to use pre-tax earnings to purchase qualified transportation benefits, other than qualified parking, as allowed under federal law.
  New York City employees realized personal income tax benefits by being able to use pre-tax earnings to purchase qualifying mass transit passes, such as the unlimited monthly Metrocards.


Local Law 18 of 2000 created three layers of benefits.  First, eligible employees receive a cost savings by using pre-tax earnings to purchase mass transit passes.
  Second, the City of New York, as the employer, saves on payroll taxes.
  Third, the legislation helps to reduce pollution and congestion by making mass transportation a more attractive option to private cars.


Int. No. 429 would expand on the success of Local Law 18 of 2000 by requiring all employers with fifty or more employees in New York City to offer such employees the opportunity to use pre-tax earnings to purchase qualified transportation benefits in accordance with section 132(f) of the Internal Revenue Code.  In addition to the environmental benefits of encouraging more people to use mass transit, this bill, if enacted, would help to offset the financial impact of future fare hikes. 

ANALYSIS

Int. No. 429 would amend section 12-139 of the administrative code by lettering the existing text, which only applies to New York City employees, as subdivision (a) and adding subdivision (b).  Subdivision (b) would require every individual, corporation or other entity with fifty or more employees in New York City to offer such employees the opportunity to use pre-tax earnings to purchase qualified transportation benefits, other than qualified parking, in accordance with federal law.

Section 132(f) of the Internal Revenue Code allows employers to offer their employees up to $100 per month in aggregate qualified transportation fringe benefits,
 excluding qualified parking.
  New subdivision (b) would mandate that employers covered by the bill offer their employees qualified transportation benefits in an amount which would be the lesser of the cost of a monthly thirty day unlimited ride Metrocard or the employee’s actual monthly qualifying transportation expenses.

The bill’s enactment clause states that the local law would become effective one hundred twenty days after it is enacted into law.  This time period would allow covered employers the time to set up a system for administering their transportation benefit programs.







�  Internal Revenue Code (26 USCA §132).


�  The amount set aside by an employee is excluded from that employee’s gross income for income tax purposes, resulting in a net tax savings to the employee.


�  Because the amount set aside by an employee for qualified transportation benefits is excluded from the employee’s gross income, the amount is also exempt from payroll taxes payable by the employer and is deductible for the employer.


�  This means that an employer may allow each of its employees to set aside up to $100 per month in pre-tax earnings to be used for qualified transportation benefits, such as transit passes.


�  Although not applicable to Int. No. 429, the Internal Revenue Code allows employees to set aside up to $175 for qualified parking. 
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