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          1  COMMITTEE ON TRANSPORTATION

          2                 CHAIRPERSON LIU: Good morning.

          3  Welcome to this morning's hearing on the City

          4  Council's Committee on Transportation.

          5                 My name is John Liu, I have the

          6  privilege of chairing this Committee.

          7                 The Committee has been convened this

          8  morning for the purpose of considering a very

          9  important piece of legislation. Intro. No. 481.

         10  Intro. 481 would require any individual or business

         11  with 50 or more employees in the City of New York to

         12  offer such employees the opportunity to use pre-tax

         13  earnings to purchase qualified transportation

         14  benefits in accordance with federal law.

         15                 While many manifestations of

         16  qualified transportation benefit programs exist, the

         17  most recognizable form of such a benefit program in

         18  our City is probably the Transit Chek Program.

         19                 Employees enrolled in a program such

         20  as Transit Chek have a specified amount of their

         21  wages deducted from their paychecks before taxes are

         22  taken out to be used to purchase specified types of

         23  qualified transportation benefits, such as

         24  MetroCard.

         25                 By doing so, an employee's gross
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          2  wages are lower, thereby saving the employee money

          3  in terms of tax.

          4                 Additionally, because each employee's

          5  gross wages are lowered when participating in such a

          6  program, an employer has the opportunity to save

          7  money on payroll taxes. The Council therefore

          8  believes that Intro. No. 481 is a beneficial bill to

          9  both employees, as well as employers, in that it

         10  will save both parties money.

         11                 Moreover, the Council believes that

         12  this bill is a timely bill in light of the difficult

         13  economy faced by New Yorkers every day.

         14                 In the recent mass transit fare

         15  increase imposed by the MTA, the bill would help

         16  many New Yorkers offset some of the cost of the

         17  recent fare increase, and would encourage the use of

         18  mass transit by making it a more affordable

         19  transportation option.

         20                 By making mass transit a more

         21  attractive option, the bill would effectively

         22  discourage the use of private motor vehicle travel,

         23  allowing the City of New York to realize important

         24  environmental benefits, as well.

         25                 Fewer cars on the road translates
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          2  into less harmful pollutants in the air.

          3                 I'm aware that a perception exists

          4  among businesses that government already requires

          5  too much of them. I'm extremely sensitive to the

          6  concerns of business, particularly small businesses,

          7  as I represent a district that was built by small

          8  businesses and continues to thrive on their

          9  shoulders.

         10                 I want to make clear that the Council

         11  recognizes that New York City businesses are

         12  extremely hesitant to support any measure that would

         13  impose an obligatory duty on them; however, it's

         14  important that despite the fact that Intro. No. 481

         15  imposes a requirement on many businesses in New York

         16  City. This requirement would only result in putting

         17  money into the proprietor's pockets, and the pockets

         18  of their employees. The Council is fully aware that

         19  many business owners have not opted to offer their

         20  employees these qualified transportation benefits as

         21  authorized by the federal tax law several years ago.

         22                 There appear to be several possible

         23  reasons for this.

         24                 Many owners may simply not be aware

         25  that such a benefit exists. Others many only
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          2  marginally be aware that it exists, but do not

          3  understand how it works and how it can benefit them

          4  and their employees.

          5                 Still others may be aware of its

          6  existence, understand that it can save them money

          7  and their employees money, but are simply scared off

          8  by the proposition of setting up the administration

          9  of such a benefit program.

         10                 At today's hearing this Committee

         11  will hear from a host of witnesses that will shed

         12  some light on why the election of qualified

         13  transportation benefits is beneficial to both

         14  employers and their employees.

         15                 Witnesses will include

         16  representatives from the City's Office of Payroll

         17  Administration, the Metropolitan Transportation

         18  Authority. Vendors who administer such benefit

         19  programs on behalf of businesses, accountants, and

         20  hopefully representatives of New York City's

         21  business community.

         22                 I would also like to recognize that

         23  several witnesses have been kind enough to travel

         24  significant distances to share with us their

         25  experiences and expertise.

                                                            7

          1  COMMITTEE ON TRANSPORTATION

          2                 I thank them and everyone for

          3  attending this morning's hearing, and would like to

          4  turn to our first witness, and before I do so, let

          5  me introduce my colleagues in this Committee who

          6  have joined us this morning.

          7                 Council Member Eva Moskowitz from

          8  Manhattan, Council Member Diana Reyna from Brooklyn,

          9  and Council Member Helen Sears from Queens.

         10                 I will now turn to Chris Boylan from

         11  the Metropolitan Transportation Authority. Thank you

         12  very much for joining us this morning.

         13                 MR. BOYLAN: Thank you, Mr. Chairman,

         14  members of the Committee.

         15                 As the Councilman said, my name is

         16  Chris Boylan, I'm Deputy Executive Director for

         17  Corporate Affairs and Corporate Community Affairs at

         18  the MTA.

         19                 I'd like to thank you all for calling

         20  attention to this very important program. It is one

         21  that is of clearly critical interest to the MTA and

         22  to the region.

         23                 I hope you don't mind if I recover

         24  some of the ground that the Councilman spoke about

         25  in my remarks, because I think it will help put some
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          2  of the issues in context.

          3                 First off, New Yorkers are good at

          4  not paying retail for anything, and I think we at

          5  the MTA have tried to help them in the last few

          6  years. MetroCard, the MetroCard automated fare

          7  collection system, for the first time in our

          8  system's history, actually allowed us to offer some

          9  products that our customers had wanted for many

         10  decades, weekly, monthly and daily passes,

         11  multi-ride discounts, free bus and subway transfers,

         12  and that effort over the years has actually helped

         13  take the edge off the base fare and in fact our

         14  average fare in the last three to six months is

         15  about $1.28 for customers, when you roll in all

         16  those fare discounts.

         17                 But the pre-tax benefit program

         18  offers significant additional benefit in addition to

         19  the MTA's own discount programs.

         20                 As you know, both employees and

         21  employers can save money when their companies enroll

         22  in a pre-tax transit benefit program. And to the

         23  Councilman's point, I think this is an issue that

         24  many employees and employers don't fully grasp, and

         25  I think you'll get a good perspective on how the
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          2  program operates today. Not so much from me but from

          3  some of the benefit providers that will be

          4  testifying today.

          5                 When they enroll in a program,

          6  there's immediate savings from the tax-free benefit

          7  portion for the employee and employer. That's

          8  certainly a win/win for them. Clearly, it encourages

          9  the use of transit, which means cleaner air and

         10  fewer cars on the road, and that's a critical issue

         11  for New York, and that's the third win for the

         12  equation.

         13                 For a typical subway rider in the 15

         14  percent tax bracket, the cost of a subway or bus

         15  ride drops from the already discounted average of

         16  $1.28 to $.86. And if you look at the chart on my

         17  right, your left, MetroCard savings for the regular

         18  base fare of $2 dropped to $1.28 with the average

         19  discount, when you roll in all the fare discounts

         20  that we offer, but if you use the transit benefit,

         21  it reduces that average ride to about $.86, which is

         22  a significant savings.

         23                 When you look at a 30-day MetroCard,

         24  obviously the savings are pretty dramatic also, the

         25  $70 cost and the monthly pass drops to about $46.88,
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          2  so that's pretty significant.

          3                 And if you total those savings on the

          4  30-day MetroCard, your average customer would save

          5  about $277 a year, which is not insignificant.

          6                 So, in addition to employees,

          7  employers save significantly in this tax benefit

          8  program. There is a chart that's over your

          9  right-hand shoulder in the corner of the room that

         10  talks about how much the average employer can save

         11  in employee taxes. It's about $91.80 per customer,

         12  per employee, our customers but they're employees

         13  per year, and when you look at a small, medium and

         14  maybe larger employer you can see how much those tax

         15  benefits add up to. For an employer with 200

         16  employees, it's over $18,000 a year.

         17                 So, the question is, if this is such

         18  a good deal, why hasn't anyone signed up for it? And

         19  I think that's where you were driving with this

         20  piece of legislation.

         21                 Well, there's several reasons. First,

         22  the original program, which existed for many years,

         23  in the late eighties, early nineties, only allowed

         24  for a $15 tax benefit, and that was not a

         25  significant amount for many employers to engage in.
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          2                 Secondly, the benefit was difficult

          3  to set up and administer, as some of the benefit

          4  providers who are in front of you today will verify.

          5  And in fact, going back ten years ago there were

          6  very few benefits to providers. You mentioned one in

          7  your opening remarks, Mr. Chairman, but there

          8  weren't many back then. There are many more today,

          9  and therefore many more options for employers in the

         10  region.

         11                 I'm happy to say that through the

         12  hard work at those provider companies, some of us at

         13  the MTA and a number of the colleagues here in the

         14  Council and the Congress, the benefits over the

         15  years has been increased to $100 a day, which

         16  obviously covers, it's $100 a month, which obviously

         17  covers the average commuter in New York City, who

         18  with a monthly MetroCard spends about $70 a month.

         19                 But there are other factors. It has

         20  become easier to administer, and I think the benefit

         21  providers will talk to you about that. And I won't

         22  go into it, but they will tell you.

         23                 And then thirdly is the efforts to

         24  publicize it. Still not enough people know about the

         25  program. To help deal with that last factor, the MTA
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          2  earlier this month initiated a comprehensive

          3  educational campaign aimed at giving people the

          4  information they need to get on board.

          5                 Key to this effort was our

          6  coordinated effort with a number of regional

          7  business leaders and associations who will work

          8  directly with the business community and their

          9  members to tell them about the benefits of the

         10  program.

         11                 The Association for a Better New

         12  York, the Partnership for New York, the Downtown

         13  Alliance and other regional business associations

         14  joined us to kick off the effort in Grand Central

         15  earlier this month.

         16                 Now, what we shared with the public

         17  at that time were the charts that you see here

         18  today, as well as a number of other elements, and I

         19  think you have some of them before you today.

         20                 This is the first time we issued a

         21  brochure that as easy understandable format as

         22  possible explains how you not only apply for the

         23  benefit, but also how you benefit from it.

         24                 We provide a website address on the

         25  back that links you directly to a range of providers
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          2  that can provide employers with the benefit.

          3                 In addition to that, we have come up

          4  with in-system advertising, and I apologize, one of

          5  our charts did not make it here today but I do have

          6  a sample of what we call our car cards, they're up

          7  in the subways and buses, that talks about the

          8  program.

          9                 We have a page in front of you that

         10  shows the website page on the MTA home page,

         11  www.mta.info. And then we like to tease our

         12  customers with what we call our Z card map, which is

         13  the little MetroCard-looking map that's in front of

         14  you. It does open up. It opens up pretty easily when

         15  you get the knack of it here, but also inside the

         16  pocket where you can store your MetroCard is a

         17  little information piece that tells our customers

         18  about the payroll savings.

         19                 And we hope that our customers will

         20  go to the website, contact the benefit providers,

         21  and talk with their employer about signing up for

         22  the program.

         23                 In addition, we will be shortly

         24  sending out a letter from our Chairman and business

         25  association partners, to their membership in order
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          2  to get directly to our target audience.

          3                 Our goal is to sign up as many

          4  companies and employees as possible by the end of

          5  the year, so that they can take full benefit of the

          6  2004 tax year.

          7                 An employer just needs to contact one

          8  of the many benefit providers. They and many others

          9  listed on this federally-funded website will be able

         10  to tell you more today.

         11                 Once again, I think that's really the

         12  overview from the MTA, and on behalf of the MTA and

         13  our 8 million daily customers, I want to thank you

         14  for focusing attention on this critical issue, and

         15  will be happy to answer any questions.

         16                 CHAIRPERSON LIU: Thank you, Mr.

         17  Boyland.

         18                 We've been joined by Council Member

         19  Oliver Koppell from the Bronx, as well.

         20                 So, the maximum that a computer could

         21  purchase that would be eligible for these benefits

         22  is $100 per month under federal law.

         23                 MR. BOYLAN: That's correct. And

         24  that's kind of ramped up over the last few years. It

         25  was $15, it then went up to I think $60 for a number
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          2  years, and now it's at $100.

          3                 There's current efforts in Congress,

          4  I mentioned in my remarks, the commuter benefit fact

          5  of 2003 that would raise that amount to $190. And

          6  the important part of that is it will put the

          7  Transit benefit on closer to equal footing with what

          8  is provided actually right now for employers who

          9  provide parking for their employees. And we think

         10  that that's a critical element, particularly for an

         11  area like New York, that has heavy mass transit

         12  options.

         13                 CHAIRPERSON LIU: Is this kind of

         14  benefit available for people who pay bridge or

         15  tunnel tolls?

         16                 MR. BOYLAN: It's not for the tolls.

         17  Some of them may get a tax benefit from their

         18  employer for parking their car, but not for the

         19  bridge and tunnel tolls.

         20                 CHAIRPERSON LIU: If our legislation

         21  passes, is there any kind of feeling as to how much

         22  ridership would increase on our buses and subways?

         23                 MR. BOYLAN: I can't give you an

         24  estimate. Clearly our efforts thus far have been to

         25  try to encourage gently and we've made great
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          2  strides. I think the number of employer in the

          3  region have dramatically increased over the last

          4  couple of years.

          5                 Part of that is due to our efforts,

          6  but part of it is due to the fact that the program

          7  itself has become more beneficial to the employees

          8  and employers, and also easier to administer, and

          9  there is a new range of providers that can provide

         10  various services to make it easier for companies to

         11  administer.

         12                 CHAIRPERSON LIU: Has the MTA received

         13  any kind of feedback from some of the businesses who

         14  are reluctant to participate in this kind of

         15  program?

         16                 MR. BOYLAN: Over the years we have,

         17  and I think some of them were concerned for the same

         18  regions that I mentioned earlier, the benefit wasn't

         19  enough compared to the parking benefit. There were

         20  employees that were scattered that were across the

         21  country and how would that sit with the rest of

         22  those programs.

         23                 Some of those answers have been

         24  forthcoming as more benefit providers offer options

         25  across the nation. It makes it easier for perhaps a
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          2  large multinational company, or a national company

          3  to provide that benefit as part of an existing

          4  package from New York to San Francisco if they

          5  needed to.

          6                 So, some of those things that

          7  inhibited them from joining I think have diminished

          8  over the years.

          9                 CHAIRPERSON LIU: Thank you.

         10                 MR. BOYLAN: Yes.

         11                 CHAIRPERSON LIU: Are there any

         12  questions from Council members?

         13                 Council Member Sears.

         14                 COUNCIL MEMBER SEARS: Thank you, Mr.

         15  Chair.

         16                 Good morning. It's good to see you

         17  again.

         18                 MR. BOYLAN: Good morning. It's good

         19  to see you.

         20                 COUNCIL MEMBER SEARS: I am a big

         21  supporter of transit, of TransitChek, but I have one

         22  concern, and I did -- I worked in transportation, I

         23  also worked for a small firm, and they were over 25

         24  and they were under 50, and almost everyone in that

         25  firm would have availed themselves of TransitChek,
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          2  they were all living within the City. And it seems a

          3  population that could still benefit from TransitChek

          4  is really not really making it possible for them to

          5  do so.

          6                 Is there any incentive that you could

          7  provide, and I don't mean it has to be answered now,

          8  that could lure those smaller companies into

          9  providing that benefit for those employees, because

         10  they are within a salary range that you're speaking

         11  about, 25,000. And they could certainly benefit

         12  enormously from TransitChek.

         13                 I understand, however, the

         14  administrative responsibility for doing that,

         15  because I worked to see that the firm would really

         16  do it, and then I left so it wasn't followed

         17  through, but the fact is that there are employees

         18  there who are not a number 50 that could really

         19  benefit from that.

         20                 MR. BOYLAN: I wholeheartedly agree

         21  with you. And from the MTA's perspective, we would

         22  like every employer from the very smallest to the

         23  very largest to be in the program.

         24                 I think probably you'll get a better

         25  answer to the difficulty or actually the ease of
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          2  which a small company can now take part in the

          3  program, compared to what it was like maybe five or

          4  ten years ago.

          5                 It has gotten significantly easier,

          6  and that's due to the creativity to some of the

          7  folks who are in the benefit-providing companies,

          8  and as I said, there were at least two on your

          9  scheduled list of witnesses today that can give you

         10  a better answer than I could. Certainly we want any

         11  number of riders that take our systems to benefit

         12  from the tax benefit, but in terms of the

         13  administration of the program, we don't administer

         14  it directly --

         15                 COUNCIL MEMBER SEARS: No, that I

         16  know.

         17                 MR. BOYLAN: -- But they could

         18  probably answer that question.

         19                 And I would gander that if you had a

         20  specific company in mind, any of the providers that

         21  are here today would want to go out and sign them up

         22  personally. So, half of your answer may be fulfilled

         23  after the hearing.

         24                 COUNCIL MEMBER SEARS: Okay.

         25                 MR. BOYLAN: I'm very optimistic in
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          2  other words.

          3                 COUNCIL MEMBER SEARS: Okay.

          4                 CHAIRPERSON LIU: Thank you, Council

          5  Member Sears.

          6                 There being no further questions, I

          7  just wanted to thank you and the Metropolitan

          8  Transportation Authority for publicizing this among

          9  their riding public and consumers and hopefully they

         10  can take back that message to the employers as well.

         11                 Thank you. It's a very worthy

         12  program, and we want to increase the use of it.

         13                 MR. BOYLAN: Thank you. Thank you, Mr.

         14  Chairman.

         15                 And by the way, we will be leaving

         16  behind a number of those brochures. We will leave

         17  behind these little Z card maps. And, in fact, if

         18  you or your colleagues would like moderate numbers

         19  of those items, we'll be happy to provide them to

         20  you so you can share them with your constituents,

         21  okay?

         22                 Thank you.

         23                 CHAIRPERSON LIU: Thank you.

         24                 I'd like to invite our next panel to

         25  speak. A panel from the Office of Payroll
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          2  Administration. Please join us.

          3                 And while they're joining us, I want

          4  to announce that the American Council of Young

          5  Political Leaders is an organization founded in 1966

          6  that conducts bipartisan international exchanges,

          7  enabling emerging leaders ages 25 to 40 to

          8  experience firsthand the political and cultural

          9  dynamics of other countries, and we're very

         10  fortunate to have a delegation from the Republic of

         11  Turkey today with us.

         12                 Thank you for joining us, gentlemen.

         13                 Sir, please introduce yourself and

         14  proceed.

         15                 MR. YOWELL: I'm losing my voice.

         16  Sorry.

         17                 My name is Ed Yowell. I'm the Deputy

         18  Executive Director of the City of New York Office of

         19  Payroll Administration.

         20                 I have basically only one comment on

         21  the review of the amendment. It seems to me that a

         22  $70 minimum pre-tax deduction would be required

         23  under the amendment. My understanding of the

         24  Internal Revenue Code, Code 132, under that code

         25  this might be problematic.
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          2                 As the code contemplates a

          3  relationship between actual costs of transportation

          4  and the deduction. A $70 deduction in the case of

          5  say a part-time employee would probably be in excess

          6  of the amount of money that the employee would spend

          7  on public transportation through the pre-tax

          8  deductions.

          9                 That's really my only comment.

         10                 CHAIRPERSON LIU: Are you in favor or

         11  against this legislation?

         12                 MR. YOWELL: I think that pre-tax, the

         13  ability of employees to use pre-tax deductions for

         14  transportation is a fine thing. I only cite this as

         15  a possible problem in the way the present amendment

         16  is drafted.

         17                 CHAIRPERSON LIU: Well, I think the

         18  Internal Revenue Code probably provides for a

         19  deduction of the actual expenses up to this $100

         20  maximum per month. If an employee, whether they be

         21  part-time or full-time incurred that expense and

         22  decides to make that deduction, that's up to that

         23  individual taxpayer, is it not?

         24                 MR. YOWELL: Well, it may be I'm

         25  incorrectly reading the draft. It seems that it says
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          2  it shall offer the employee the opportunity to have

          3  a $70 deduction. $20 deductions or $30 deductions in

          4  a month may suit employees. It says the minimum

          5  amount a pre-tax earnings shall be made available by

          6  each such individual for qualified transportation

          7  benefits, shall be $70 per month.

          8                 CHAIRPERSON LIU: I think you have a

          9  valid point there. That's something that we can

         10  fine-tune in the legislation before it gets passed.

         11                 Would something like changing it so

         12  that it reads, minimum amount shall be... $70 or the

         13  actual cost?

         14                 MR. YOWELL: I'm not the attorney, but

         15  I think that the deduction plans need to reflect

         16  what the actual transportation needs of the employee

         17  would be. So anything that accomplishes that I think

         18  would be fine.

         19                 CHAIRPERSON LIU: Okay.

         20                 Thank you very much. We've also been

         21  joined by Council Member Joseph Addabbo from Queens.

         22                 Are there any questions from Council

         23  members?

         24                 Thank you for joining us this

         25  morning.
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          2                 The next panel is a group from Wage

          3  Works, Inc. We have Gordon Linton, Daniel Corbett.

          4                 And after these two gentlemen

          5  testify, I'd like to ask Mary Kate Brangaccio from

          6  Transit Center to testify.

          7                 Good morning, gentlemen. Please

          8  proceed.

          9                 MR. LINTON: My name is Gordon Linton.

         10  I am the Senior Advisor and Vice President for

         11  Business Development at Wage Works, a private firm

         12  that provides commuter benefit that provides

         13  commuter benefit administration services to

         14  companies in New York and across the country.

         15                 Prior to joining Wage Works, I served

         16  nearly seven years as the administrator of the

         17  Federal Transit Administration at the United States

         18  Department of Transportation, under the leadership

         19  of President Clinton.

         20                 Prior to my presidential appointment

         21  as FDA Administrator, I served six terms in the

         22  Pennsylvania House of Representatives and doing my

         23  tenure in the Pennsylvania Legislature I served as

         24  Vice Chair of the Appropriations Committee and Chair

         25  of the Subcommittee on Public Transportation, and I
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          2  sponsored and successfully engineered into law the

          3  state's first dedicated funding source for public

          4  transportation.

          5                 In addition, I served on the Board of

          6  Directors of the Southeastern Pennsylvania

          7  Transportation Authority, SEPTA, the Philadelphia

          8  area transit system.

          9                 Mr. Chairman and members of the

         10  Committee, having served in the public sector as

         11  both an elected and appointed official, and now

         12  engaged in the private sector, I recognize the

         13  balancing act and journey that the Council is now

         14  traveling. For you are attempting to balance the

         15  needs of New Yorkers and help them mitigate the cost

         16  of a fare increase by taking advantage of additional

         17  federal assistance in the form of an available tax

         18  benefit, but also recognize the real challenges of

         19  business in administering such a benefit and being

         20  receptive to it.

         21                 I would like to start my testimony,

         22  Mr. Chairman, by strongly applauding Speaker Miller,

         23  Mr. Chariman, and the other bill sponsors and the

         24  Committee's efforts to increase the adoption of tax

         25  transit benefits and making it universally available
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          2  to employees in New York.

          3                 I would like to bring to the

          4  Committee's attention that Wage Works, understanding

          5  the real potential benefit of the commuter pre-tax

          6  benefit provision for Transit systems and its

          7  customers, has long advocated that Transit agencies

          8  should be more responsive, or should we say, lead

          9  the way to what we see as a paradigm shift in the

         10  way that transit fares will be purchased in the

         11  future.

         12                 In fact, Wage Works has joined with

         13  the American Public Transportation Association after

         14  an effort to make pre-tax commuter benefits a common

         15  workplace benefit available to all employees

         16  nationally.

         17                 As part of this effort, Wage Works

         18  has committed ten cents from its fees for every pass

         19  purchased by its Fortune 500 clients to support

         20  APTA's national public education campaign.

         21                 Tax-free benefits are a valuable

         22  employee benefit providing valuable tax savings for

         23  employees and reducing the cost of commuting to

         24  work.

         25                 Transit passes and vouchers provided
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          2  by an employee -- by an employer, excuse me -- to

          3  the employee are exempt from federal income tax,

          4  Social Security payroll tax, payroll -- Medicare

          5  payroll tax, and most state and local income taxes.

          6                 I will mention to the Committee that

          7  there are a few states where in fact they still tax

          8  this benefit. New York, fortunately, is not one of

          9  those.

         10                 For employees who take advantage of

         11  this benefit, the ability to get Transit passes from

         12  their employers tax-free, means that employees are

         13  going to save 30 to 40 percent on their transit

         14  costs, even more if the employee contributes or

         15  subsidizes this benefit. Some of our clients

         16  actually subsidize in addition to the tax benefit,

         17  this benefit for their employees.

         18                 For example, a $70 unlimited ride

         19  MetroCard can cost only $40 to $50 when purchased

         20  with pre-tax income. Depending on the past purchase

         21  and the employee's marginal tax rate, this can

         22  result in hundreds of dollars of annual savings to

         23  the employee.

         24                 As was noted in Speaker Miller's

         25  press release regarding introduction number 41,
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          2  these savings for an individual employee can more

          3  than offset the recent fare increase in the MTA

          4  system.

          5                 In addition to the clear benefit of

          6  reducing commuter cost, tax-free benefits also have

          7  a clear public benefit, because the reduced cost for

          8  Transit resulting from these benefits encourages

          9  Transit ridership, thereby reducing traffic

         10  congestion and protecting the environment.

         11                 In my testimony this morning, I would

         12  like to offer the Committee comments on the bill

         13  that is the topic of today's hearing, and offer some

         14  additional items for the Committee to consider

         15  related to employee adoption of transit benefits.

         16                 After my statement, my colleague and

         17  I would be happy to answer any questions, Mr.

         18  Chairman, that the Committee members may have.

         19                 Joining me at the table today is my

         20  colleague Dan Corbett. Dan is Vice President for

         21  Partner Relations and Wage Works. Before joining

         22  Wage Works, Dan worked for the United States Senate

         23  Environment and Public Works Committee, working on a

         24  variety of transportation issues, including the tax

         25  benefit that we are discussing here today.
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          2                 The Chairman of the Environmental

          3  Works Committee, Senator Chafee, worked with Senator

          4  Moynihan and others in the Senate to expand the

          5  transportation benefits during the last major

          6  Federal Surface Transportation reauthorization,

          7  referred to as TEA 21.

          8                 In addition, Dan has testified before

          9  the United States Department of Treasury when the

         10  Treasury Department put together the regulations for

         11  administering a transit benefit program.

         12                 In addition to his Senate experience,

         13  Dan brings over ten years of experience regarding

         14  this issue, including several years at the White

         15  House Budget Office, where he also worked on these

         16  transportation benefit issues.

         17                 While Dan was in the Senate, I worked

         18  in President Clinton's Administration in my role as

         19  Administrator of the Federal Transit Administration

         20  to have these important tax provisions become part

         21  of the TEA 21, the law I mentioned earlier.

         22                 The Clinton Administration's proposal

         23  included an expansion of this benefit, and I was

         24  pleased to work with Senator Chafee, Moynihan,

         25  Sarbanes, and Congressman Rangel and other members
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          2  of Congress to see that this became part of the

          3  final federal transportation law.

          4                 In addition to my experience with

          5  these legislative changes, and in my role as

          6  Administrator of the Federal Transit Administration,

          7  I promoted the effort that led to the Executive

          8  Order issued by President Clinton that requires all

          9  federal agencies to offer their employees tax-free

         10  transit benefits in locations throughout the

         11  country.

         12                 Moreover, in the National Capital

         13  region, the immediate Washington, D.C. area, federal

         14  agencies are required to fully subsidize the benefit

         15  up until the $100 pre-tax limit.

         16                 I'm pleased to report that over

         17  200,000 federal employees today receive these

         18  benefits as a result of this Executive Order.

         19                 In addition, Mr. Chairman, and

         20  members of the Committee, I worked with my own staff

         21  to create the commuter choice toolbox as a how to

         22  educational tool to educate the private sector about

         23  the benefit. I now, however, publicly acknowledge

         24  that my staff and I had some misunderstandings of

         25  some of the challenges that the private sector faces
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          2  in administering this benefit.

          3                 Those challenges are now better

          4  understood as I work with our company to administer

          5  the benefit nationally. But they are also now well

          6  documented in research literature, and we'll talk a

          7  little bit later about actual research that has been

          8  done on expanding the Transit benefit, and that

          9  research has revealed some very insightful

         10  information.

         11                 Mr. Corbett and I have both left

         12  government service and have joined Wage Works, a

         13  private company that was established to help

         14  employers administer these benefits. Wage Works is

         15  the leading provider of Transit Benefit

         16  Administration Services nationwide, with employer

         17  clients in over 100 urban areas across the United

         18  States.

         19                 In the United States Metropolitan

         20  area, Wage Works is now the largest direct purchaser

         21  of passes for MetroNorth, Long Island Railroad, the

         22  New York Transit and New York Waterway.

         23                 We are in the top one percent of

         24  direct purchases of New York City Transit passes.

         25                 Wage Works offers its clients a
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          2  comprehensive benefit administration services

          3  covering the transit, van pool, parking, health care

          4  and also dependent care through our FSA account.

          5                 Wage Works provides our employer

          6  clients -- employee clients access to Transit

          7  passes, vouchers, Transit agency smart cards where

          8  available and debit cards, and electronic voucher of

          9  sorts, that the employee can use to purchase their

         10  Transit pass or ticket.

         11                 Rather than use in-house corporate

         12  personnel, employers hire Wage Works to hire the

         13  administrative issues related to Transit benefits.

         14                 This is very similar to situations

         15  where employers will hire similar firms to handle

         16  payroll, health benefit administration, or 401

         17  benefit administration accounts.

         18                 Wage Works integrates with an

         19  employer's human resource information system. We

         20  enroll employees in the Transit Benefit Program, we

         21  distribute the passes of vouchers to individual

         22  employees, and we provide the appropriate payroll

         23  data so the appropriate payroll deductions can be

         24  made by the employer.

         25                 Our clients include some of the
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          2  largest employers in the country and in New York

          3  area, including many members of the Partnership for

          4  New York City, who we understand may be testifying

          5  later this morning.

          6                 Our private sector clients are from

          7  all sectors of the economy, including financial

          8  services, retail, telecommunications, higher

          9  education, the medical insurance industry, as well

         10  as many leading law firms.

         11                 We also handle benefit administration

         12  from employees in the private sector, providing

         13  benefit administration to employees in the State of

         14  Ohio, State of Illinois, State of Wisconsin, City

         15  and County of San Francisco, Cook County, and we

         16  will soon begin a program for the employees in the

         17  City of Philadelphia.

         18                 Although we are extremely proud of

         19  our substantial client list, with a large list of

         20  companies who are household names, and who are

         21  acknowledged by both working mother and Fortune 500

         22  magazines as best places to work, I am not including

         23  such a list in my testimony this morning or

         24  referencing specific employers in today's testimony

         25  because we do not want to imply by their inclusion
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          2  that Wage Works is in any way representing their

          3  views on this legislation.

          4                 The legislation being discussed today

          5  would require the employers who have 50 or more

          6  employees to offer their employees tax-free transit

          7  benefits.

          8                 As we all recognize, this bill would

          9  not be necessary if employers were already adopting

         10  these benefits in large numbers.

         11                 The good news is that more employers

         12  are offering such benefits every day. The bad news

         13  is only ten, an estimate of ten percent of Transit

         14  riders in New York area to date receive this

         15  benefit.

         16                 This is disappointing to those of us

         17  who are strong advocates of widespread adoption of

         18  this benefit.

         19                 I would like to offer today some

         20  comments on why I believe this is to be the case.

         21                 I hope the Committee will find these

         22  comments useful as it considers this bill, and

         23  generally investigates the Transit benefit issue.

         24                 Since tax-free benefits increase

         25  ridership and therefore are good transportation
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          2  policy, good environmental policy and save both

          3  employees and employers money, it can be somewhat

          4  puzzling why these benefits have not been more

          5  widely adopted.

          6                 This is particularly disappointing in

          7  the New York market with this widespread usage of

          8  transit.

          9                 Also, this adoption rate is also

         10  disappointing when compared with the adoption rate

         11  of other pre-tax benefit. Pre-tax health care

         12  programs are believed to have the adoption rate by

         13  their employers in the 70 to 80 percent range.

         14                 I believe, Mr. Chairman, and members

         15  of the Committee, that there are a variety of

         16  factors that have led to this level of adoption of

         17  the benefits.

         18                 First, I would note that it's often

         19  the case that new employer benefits usually take

         20  some time to be widely adopted by the employer

         21  community. The chart below, which is on page eight

         22  of the document, attempts to illustrate this point

         23  by drawing a comparison to 401k savings mechanisms.

         24                 As the chart shows, federal law

         25  authorized the establishment of 401k retirement
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          2  account in the late 1970s. Over the next 20 years,

          3  the number of accounts has grown steadily until

          4  today where 401k benefit accounts have become a

          5  widespread or standard retirement benefit offered by

          6  employers to their employees.

          7                 I expect that Transit benefits will

          8  follow a simpler pattern, but I also understand the

          9  patience, that transit benefits not take quite so

         10  long, and I expect the sponsors of the legislation

         11  we're discussing this morning are not interested in

         12  a 20-year implementation period.

         13                 Secondly, we believe employers have

         14  been reluctant to offer this benefit because of both

         15  perceived, as well as real administrative issues and

         16  costs associated with such a benefit offering.

         17                 We find that employers are very

         18  receptive to the idea of the Transit benefit, or are

         19  skeptical when they can implement the benefit

         20  without a significant administrative effort and

         21  without incurring significant cost.

         22                 If these benefits could be integrated

         23  into an employers' benefit program and payroll

         24  system at no cost and at the snap of a finger,

         25  adoption of this benefit would be widespread.
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          2                 Unfortunately, Mr. Chairman, and

          3  members of the Committee, that is not the case.

          4                 Although many of us today would put

          5  transit benefit as a priority issue, employers do

          6  not always view this issue the same way and

          7  particularly human resource groups at a company that

          8  used to have responsibilities with such programs,

          9  face major challenges with a laundry list of

         10  responsibilities that they currently own.

         11                 Wage Works' corporate philosophy is

         12  that we need to offer employees a program that is

         13  easy and cost effective to be implemented. If we

         14  fail to do so, employers are reluctant or will not

         15  offer this benefit program.

         16                 Thirdly, we do believe that there are

         17  several issues that are unique to the New York

         18  market, that are also reducing the adoption rate of

         19  this important benefit in the New York area that the

         20  Committee may want to investigate further.

         21                 Under federal tax law, employers are

         22  required to distribute vouchers or passes to their

         23  employees to be eligible for tax-free treatment.

         24                 As I had discussed, cost of this

         25  program is one of the factors influencing adoption
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          2  rate of this program.

          3                 Unfortunately, New York has the most

          4  expensive transit voucher program in the country,

          5  imposing a four percent surcharge on vouchers and

          6  passes purchased for their employees.

          7                 It is important to understand that

          8  from an employer's perspective, this four percent

          9  surcharge is just a portion of the total cost

         10  associated with running a program.

         11                 In other words, before the employer

         12  has incurred costs associated with distributing

         13  passes of vouchers, integrating with payroll,

         14  communicating the benefit to employees or answering

         15  employees' questions, the employee may have already

         16  spent $4 each month employee choosing the maximum

         17  100 percent pre-tax benefit.

         18                 We believe that this substantial

         19  up-front cost is causing many employers to hold back

         20  on offering this benefit.

         21                 As a point of reference for the

         22  committee, as a surcharge in Philadelphia is half

         23  the New York rate at two percent. In Washington,

         24  D.C., Baltimore and Seattle, the transit agencies

         25  provide vouchers and passes to interested employers
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          2  without any surcharge at all. In fact, several areas

          3  provide special discounts to employers purchasing

          4  passes for their employees, including Atlanta and

          5  Minneapolis. In Minneapolis, employers get passes

          6  and vouchers at a five to ten percent discount. In

          7  Atlanta, the special employer discount can be as

          8  high as eight percent. These special discounts are

          9  provided as an incentive to encourage employers to

         10  offer these benefits.

         11                 Secondly, the New York area is unique

         12  in that it does not provide a well-advertised

         13  employer program that allows employers to purchase

         14  Transit passes for their employees, without any

         15  surcharge at all.

         16                 In every other major metropolitan

         17  area of the country, except New York, that Transit

         18  agencies offer a well-advertised and free pass

         19  program that does not have any surcharge at all.

         20                 For example, employers in Chicago can

         21  purchase Chicago Transit passes without any

         22  surcharge. Employers in San Francisco can purchase

         23  BART passes without a surcharge, and employers in

         24  Boston can buy MBTA passes without a surcharge.

         25                 These cities also offer a voucher
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          2  program that does not have a surcharge, but these

          3  cities are supporting greater employer

          4  administrative options than are available in the New

          5  York area.

          6                 Thirdly, Mr. Chairman, we believe

          7  that the lack of options in the New York are, and a

          8  reliance and promotion of a single provider in the

          9  New York area has also hampered adoption of this

         10  benefit.

         11                 Again, unlike any other market in the

         12  country, the local transit agencies have granted

         13  TransitCenter the New York area's voucher provider,

         14  exclusive or monopoly control over several aspects

         15  of transit benefits.

         16                 Such reliance on only one

         17  administrative option inevitably reduces adoption

         18  rates because it reduces competition and options for

         19  employers in the New York area.

         20                 We have noted with our national, as

         21  well as New York focused experience, that each

         22  client has different challenges administering this

         23  benefit, and one size does not fit all. In fact, a

         24  recent study by the National Academy of Sciences,

         25  Transit Cooperative Research Program, made this same
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          2  point, noting as one of its key findings:

          3                 "Recognize that one size does not fit

          4  all. Employers face widely varying situations and

          5  agencies must therefore approach employers with a

          6  variety of ideas and tools to assist them in

          7  developing programs..."

          8                 To illustrate the effect of this

          9  problem, let us look at an employer in the New York

         10  area that has a benefits administrator, sometimes

         11  referred to as a "third-party administrator," or

         12  "TPA" who assists them now with their pre-tax

         13  health benefits program or employee payroll

         14  administration or 401k. That employer contacts their

         15  TPA and tells them that they are now interested in

         16  offering this transit benefit and could their TPA

         17  help them administer this benefit similar to the

         18  other services provided by the TPA. Unfortunately,

         19  the employer will get a disappointing answer,

         20  because the TPA is for all intensive purposes

         21  prohibited from doing so.

         22                 The local New York transit agencies,

         23  who are all board members of the TransitCenter,

         24  allows TransitCenter exclusive rights regarding

         25  vouchers in the New York metropolitan area. So that
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          2  TPA in essence does not have access to that fare.

          3                 The Federal Transit Administrator,

          4  which I led for seven years, shortly before my

          5  arrival provided -- I'm sorry. My apologies, Mr.

          6  Chairman, members of the Committee. I've gone

          7  forward in my testimony before the pages would allow

          8  me to do so.

          9                 Moreover, this monopoly control is so

         10  comprehensive that not only does TransitCenter have

         11  exclusive rights to provide this voucher, but they

         12  also have been granted the right to prohibit the

         13  resale of their vouchers by other entities or

         14  benefit providers.

         15                 This means that not only can another

         16  company not produce a voucher that will be accepted

         17  by the transit agencies, but also that a TPA wishing

         18  to help their employer clients, cannot even purchase

         19  vouchers from TransitCenter at full cost, so as to

         20  provide this service to their employee clients.

         21                 Undoubtedly, this voucher monopoly

         22  and resale restriction forces many employers to

         23  simply forego this benefit, because their preferred,

         24  or possibly only administrative tool, their TPA, has

         25  been foreclosed by this policy.
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          2                 I would inform the Chairman and

          3  members of the Committee that we have voiced a

          4  concern about the anti-competitive nature of this

          5  policy to the MTA for more than ten years without

          6  any effect -- two years without any effect. It feels

          7  like ten years.

          8                 I would also note that the New York

          9  MTA has also granted TransitCenter exclusive rights

         10  to a Premium MetroCard product, an annual version of

         11  the monthly MetroCard program. No other benefit

         12  provider, or TPA, in the New York area has access to

         13  this product for their employer clients.

         14                 In addition to pursuing the

         15  legislation being considered today, I would strongly

         16  encourage the members of the Committee to encourage

         17  the local transit agencies to revisit these

         18  policies.

         19                 We believe that such restrictive

         20  policies and the monopoly approach pursued to date

         21  should be eliminated before a broader mandate is

         22  imposed upon employers in the New York area.

         23                 Employers should have as many options

         24  as possible to implement this benefit and these

         25  options should be encouraged.
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          2                 It is very perplexing to me that this

          3  restrictive environment exist in New York when the

          4  Federal Transit Administration shortly before my

          5  arrival, as the Transit Administrator, provided the

          6  MTA with a grant to promote the benefit among

          7  employers and that grant has now in effect been used

          8  to reduce and minimize the offerings of the benefit

          9  to employers in one of the most transit supported

         10  and available cities in the world.

         11                 I would to conclude my testimony with

         12  a few comments on the specific text of the

         13  legislation being considered today.

         14                 Issue number one: The bill includes a

         15  requirement that employers offer employees access to

         16  at least $70 of their pre-tax earnings for transit

         17  benefits. We do not think this particular

         18  requirement is necessary and that some employers and

         19  benefit administrators will be confused when

         20  comparing this limit to the $100 pre-tax limit

         21  that's in the federal regulations.

         22                 Employees should be able to elect up

         23  to the maximum allowable limit. If a specific limit

         24  is included in the bill, it should be tied to the

         25  IRA limit.
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          2                 In fact, Mr. Chairman, and members of

          3  the Committee, I would suggest that the actual

          4  legislation, the actual notation in the legislation

          5  be tied to the IRS limits because we are, as was

          6  indicated earlier, Senator Schumer and others are

          7  making efforts to increase the federal tax limits,

          8  and if you just tied your bill to the federal tax

          9  limits itself, you would not have to amend your bill

         10  in subsequent years, if those federal tax limits

         11  were raised.

         12                 So, I would suggest, being a former

         13  legislator, that one of the recommendations I would

         14  make would be to tie that language specifically to

         15  the federal tax limit so you don't have to do

         16  subsequent amendments to your bill to allow the full

         17  magnitude of the law to be made available to the

         18  employees and employers in New York.

         19                 Number two, the bill currently

         20  requires employers to start offering the benefit 120

         21  days after enactment. Having been, and still am, a

         22  transit advocate and supporting this benefit for so

         23  long, and being cognizant of the sometimes

         24  detrimental impact of fare increases on transit

         25  ridership, I, like you, would be interested in
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          2  having this measure adopted as soon as possible.

          3                 However, I know factually for many

          4  employers this time frame will be viewed as

          5  exceptionally aggressive.

          6                 We believe many employers would want

          7  more time, possibly six months, to plan for how to

          8  integrate this program into the benefit package,

          9  payroll system and payroll processes.

         10                 And, finally, to have time to

         11  communicate the offerings to their employees and to

         12  allow for employees to allow to make their benefit

         13  election.

         14                 I would also point out that many

         15  employers prefer to communicate their benefit

         16  package to their employees as part of an annual

         17  benefits communication package that occurs in the

         18  fall of each year, or as to be in place on January 1

         19  of the upcoming calendar year. This is because many

         20  benefit programs are required to have an annual plan

         21  year, and most employers choose to have the plan

         22  correspond to that calendar year. And although

         23  transit benefits are a monthly program and do not

         24  require to be integrated into such an annual

         25  communication process, many employers choose to
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          2  integrate this offering into the annual

          3  communication so as to reduce the costs of

          4  administering this program and simplify the

          5  communication to their employees.

          6                 Although it could delay the benefits

          7  for some employees, many employers would greatly

          8  appreciate the flexibility to incorporate the

          9  transit benefit into their annual enrollment cycle,

         10  which are often targeted either July 1 or January 1,

         11  depending on the company.

         12                 In addition, recognizing that

         13  although this will be a local provision, many

         14  employers, although housed or headquartered in New

         15  York, are part of a national benefit program

         16  offering for their company and will need to

         17  incorporate for this provision into that offering.

         18                 I will note that we have experience

         19  helping our clients incorporate local provisions in

         20  national benefit programs, so it often can be done,

         21  but if often requires special programming and

         22  sometimes work around and this should also be

         23  considered when determining an effective date for

         24  the legislation.

         25                 We'd like to thank you, Mr. Chairman,
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          2  and members of the Committee, for this opportunity

          3  to testify this morning. We are aware right now that

          4  there are several cities that are watching your

          5  progress as America's transit capital, and you are

          6  laying down new rail. And others are watching what

          7  you do with a great deal of interest.

          8                 My colleague Dan Corbett and I would

          9  be glad to answer any questions that you may have,

         10  and we will also be more than happy to provide

         11  additional information later for you, members of

         12  your Committee staff, in writing as well.

         13                 CHAIRPERSON LIU: Thank you, Mr.

         14  Linton. It's indeed an honor for us to have you join

         15  us in the Chambers. You have a very distinguished

         16  career in the public sector and now continuing in

         17  the private sector, but continuing to effect people

         18  in a very public way.

         19                 Thank you for your very comprehensive

         20  testimony.

         21                 MR. LINTON: Thank you, Mr. Chairman.

         22                 CHAIRPERSON LIU: Are there any

         23  questions from the Council Members?

         24                 Terrific. Well, this will go a long

         25  way towards giving us the ammunition that we need to
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          2  pass this legislation. Thank you.

          3                 MR. LINTON: Thank you, Mr. Chairman.

          4  And thank you, members of the Committee. Thank you.

          5                 CHAIRPERSON LIU: The next person to

          6  testify is Mary Kate Brangaccio, from Transit

          7  Center, Inc.

          8                 And following Ms. Brangaccio will be

          9  David Hrkach and Dr. Anthony Basile.

         10                 MS. BRANGACCIO: Good morning,

         11  Chairman Liu, and members of the Committee.

         12                 My name is Mary Kate Brangaccio, and

         13  I'm Director of Intergovernmental and Business

         14  Affairs at Transit Center.

         15                 On behalf of Larry Filler, who I know

         16  has testified before the Committee before, I just

         17  want to say he's sorry he couldn't be here today,

         18  but we thank you for giving us the opportunity to

         19  testify about this important piece of legislation.

         20                 We just want to say up front that we

         21  at Transit Center applaud the Council's effort to

         22  build on the overwhelming success of what the City

         23  has already done with their own transportation

         24  benefits program, which close to 40,000 City

         25  employees are currently participating.
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          2                 Transit Center administers that

          3  program and we are very proud to have been part of

          4  the City's efforts, and it seems to be going very

          5  well.

          6                 For those of you who may not be

          7  familiar with Transit Center, I'd like to take a

          8  moment to tell you about our company.

          9                 TransitCenter is a New York State

         10  non-for-profit corporation, created on behalf of the

         11  region's major transit operators.

         12                 Our mission is to encourage the use

         13  of mass transit as a way to reduce traffic

         14  congestion, increase mobility and improve air

         15  quality in the tristate region.

         16                 We created and continue to operate

         17  the region's TransitChek program which provides tax

         18  benefit savings to over 10,000 public and private

         19  employers and approximately 500,000 employees in the

         20  region.

         21                 And as I mentioned before, we're also

         22  the provider of the unique Annual Premium

         23  TransitChek card -- MetroCard to employees of the

         24  City of New York.

         25                 TransitChek provides an easy and
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          2  convenient way for companies to provide their

          3  employees with federal tax benefits for commuting by

          4  public transit. Federal law, as we've heard in prior

          5  testimony, allows employees to use up to $100 a

          6  month of their salary before taxes to pay for their

          7  commute through TransitChek or any other pre-tax

          8  benefits program.

          9                 Employers are exempt from taxes on

         10  the amounts that employees set aside, and employees

         11  can save up to $400 or more a year, and while

         12  employers can save 91 or more a year for each

         13  employee that uses TransitChek. So, it really is a

         14  win/win situation for everyone, including the City

         15  which benefits, the more people participate in these

         16  programs, the more people get out of their cars and

         17  onto mass transit and help to fulfill both

         18  TransitCenter's mission and obviously a goal of the

         19  City's to retain businesses by reducing the cost of

         20  doing business in this City.

         21                 TransitChek allows employees to

         22  reduce the impact of the recent fare increase, as

         23  well, as you've also heard discussed before.

         24  Employees who ride the City's subway and buses and

         25  use TransitChek can reduce the cost of their commute

                                                            52

          1  COMMITTEE ON TRANSPORTATION

          2  below what they were paying before the fare

          3  increase.

          4                 For example, an employee can save in

          5  taxes over $21 from purchasing a $70 30-day

          6  unlimited ride MetroCard.

          7                 This would make the effective cost of

          8  the MetroCard about $49, substantially less than

          9  even a pre-fare increase cost to 63.

         10                 Commuter rail riders could save even

         11  more, $30 or more each month, when they pay for

         12  their commute with TransitChek.

         13                 So, these cost savings which are

         14  realized through Transit tax benefit programs like

         15  TransitChek are significant.

         16                 We estimated at Transit Center that

         17  last year alone employees cumulatively saved over 65

         18  million, and employers cumulatively saved over 17

         19  million, and because the City is served by a world

         20  class transit network, virtually any employee in the

         21  City can take advantage of these tax savings if

         22  their employer offers them.

         23                 So, we really want to commend the

         24  City Council and the sponsors of the legislation,

         25  Speaker Miller, Chairman Liu, other members of the
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          2  Committee, for encouraging the use of the transit

          3  tax benefit, and we fully support the intent of the

          4  legislation to make employers more aware of this

          5  program.

          6                 Now I just want to talk a little bit

          7  more specifically about the bill. Again, Transit

          8  Center fully supports the legislation, but we have

          9  some questions about the appropriateness of a

         10  mandate versus trying to look at some other ways to

         11  encourage the benefits rather than mandate it onto

         12  employees. So, we would be interested in hearing

         13  from the business community, which I think we will

         14  later in the hearing, about sort of what the impact

         15  would be of this bill on them.

         16                 Because we have found in our over 15

         17  years of experience in the business, that each

         18  company's situation is unique, and many companies,

         19  particularly small and medium-sized companies, which

         20  Transit Center serves very well, may not be equipped

         21  with the administrative or operating capacity to

         22  implement new programs and systems quickly or within

         23  the time frame allotted in the bill.

         24                 So, you know, it would be unfortunate

         25  if a law that were intended to help the City to help
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          2  employers would cause any undue burden on a small

          3  business, so we would really want to hear more from

          4  Chambers of Commerce and Partnership, et cetera, to

          5  hear what those businesses feel about the bill. And

          6  any assistance that we could provide in giving

          7  information, we'd be happy to do.

          8                 So, Transit Center urges the Council

          9  to study the potential impact of the legislation

         10  thoroughly and continue to solicit input from the

         11  business community, and while Transit Center fully

         12  supports the concept and intent of the legislation,

         13  we would just urge the Council to further consider

         14  ways to encourage the adoption of the tax benefit

         15  voluntarily from companies, and to just proceed with

         16  caution on a legislative mandate and make sure that

         17  businesses have been heard from.

         18                 On behalf of Transit Center, thank

         19  you for the opportunity to testify before the

         20  Committee, and we can take questions if there are

         21  any.

         22                 This is Tom Collins, by the way. He's

         23  our Vice President of Marketing at Transit Center.

         24                 CHAIRPERSON LIU: Could you please

         25  press the button.
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          2                 MR. COLLINS: I just wanted to --

          3                 CHAIRPERSON LIU: And speak into the

          4  mic.

          5                 MR. COLLINS: I just wanted to address

          6  certain concerns of where Transit Center is going in

          7  the future.

          8                 Currently right now, let's put

          9  numbers into context. If you look at the key

         10  business districts in the New York City area that

         11  are served by Transit. There are approximately

         12  35,000 corporations with more than ten or so

         13  employees. We currently have a third of that market.

         14                 We're the only company in the

         15  Metropolitan area that actively spends an enormous

         16  amount of money promoting the Transit. I can tell

         17  you we spend four to five million dollars going

         18  directly to commuters and to employees to get them

         19  to sign up for the program.

         20                 This year we will sign up 2,000 more

         21  companies to this program.

         22                 In the sense of what the company

         23  reaps in terms of benefits from the taxes, let me

         24  give you the mathematics. If you have 100 employees

         25  who have taken the full deduction of $100 per month,
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          2  the cost we charge, a four percent fee to manage the

          3  program. And as you could imagine, a substantial

          4  portion of that four percent goes to promoting

          5  transit. We're the only ones that do that.

          6                 The company, based on that scenario,

          7  say if he has 100 employees, taking the full tax

          8  deduction of $100, he's got to pay Transit Center

          9  $4,500. The taxes coming back to the company covers

         10  the 4,500 plus gets a windfall of 5,300. So, it's a

         11  very much a win situation.

         12                 When we do talk to companies, what is

         13  interesting is they say, yes, this is a great

         14  program we have to do it, but my suspicion is what

         15  happens is the companies are so absorbed in dealing

         16  with their health care, their employment, that it's

         17  called a soft benefit. When it came to the recent

         18  fare increase, I'll just give an example of what

         19  that would be. A person making $48,000, and was

         20  taking New York City subway only, the fare went from

         21  63 to 70 dollars. With TransitChek, what happened is

         22  that, if he was basing it on a $48,000 average

         23  income, which is average for the City of New York,

         24  he not only covered the $84 but he also took home an

         25  extra $190.
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          2                 The other issue is that what we're

          3  moving into, and I think this is very important for

          4  employees, for people who live in New York City, as

          5  the suburbs, we're opening up our product to include

          6  Park-n-Ride. There are many people in New York City

          7  who will drive from a location, park, pay for the

          8  parking and then hop on New York City Transit.

          9                 The parking benefit is $190 by

         10  federal law. The Transit is 100. We have actively

         11  worked with Senator Schumer, and it's supposed to be

         12  happening February, possibly March, that Congress

         13  will now equal, hopefully will equalize the benefit

         14  at 90 and 100. So that's a very important

         15  consideration.

         16                 If that should happen, the windfall

         17  tax benefit for the company is huge, but it also is

         18  for the employee.

         19                 The other issue where I think was

         20  very important that Mary Kate brought up, was the

         21  issue of companies. The average company in New York

         22  City has three or four locations outside the

         23  metropolitan area, and it is very difficult for a

         24  company to offer a benefit in New York City that

         25  does not apply to a benefit, for example, if they
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          2  had an office in New Haven. Human resources have had

          3  equal opportunity for all their employees.

          4                 Transit Center now is the approval of

          5  the Board, has let us, for New York City companies

          6  who have locations in other cities, to extend that

          7  benefit to employees for that corporation, whether

          8  they live in Chicago, LA or Dallas.

          9                 So, we're opening up to national

         10  coverage.

         11                 So I think what the issue that we

         12  have here, I would strongly urge you, would have

         13  tremendous impact for New York City residents, is to

         14  support Senator Schumer in what he's trying to do in

         15  trying to equalize that benefit.

         16                 Since so many commuters, whether

         17  you're suburban commuters or a New York City

         18  commuter, the Park-n-Ride population is quite

         19  substantial, and as a result would save employees --

         20  an employee could save, if that should happen,

         21  $1,200 a year as opposed to $400, and at that point

         22  the tax savings for the company can more than

         23  double, from 96 all the way up to like 180 per

         24  employee.

         25                 CHAIRPERSON LIU: Your point is well
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          2  taken.

          3                 You mention that you have a third of

          4  the 35,000 companies in this region that are

          5  participating?

          6                 MR. COLLINS: No. In the key business

          7  districts that are served by Transit, and I'll just

          8  name what they are, the key districts are Northern

          9  Queens, Downtown Brooklyn, parts of Westchester and

         10  Southern Connecticut, Manhattan from 130th Street

         11  down to Wall Street. And then when you cross the

         12  river, what I call the New Jersey, Hoboken, Newark

         13  area. Those markets, which is where all the

         14  businesses are, have companies, there are around

         15  35,000 companies with ten or more employees. We have

         16  a third of those companies and we're growing 2,000

         17  companies each year on top of that 10,000.

         18                 CHAIRPERSON LIU: So when you say you

         19  have a third of those companies, you have close to

         20  12,000 companies who are participating?

         21                 MR. COLLINS: By the end of next year,

         22  12,000.

         23                 CHAIRPERSON LIU: Twelve thousand

         24  companies will be participating in the TransitChek

         25  program.
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          2                 MR. COLLINS: From companies that deal

          3  that are small law firms with four or five people,

          4  to companies that have over 1,000 employees.

          5                 CHAIRPERSON LIU: Were you here

          6  earlier when Chris Boylan from the MTA testified, I

          7  believe to the effect that roughly ten percent of

          8  the companies eligible for this program are

          9  participating?

         10                 MR. COLLINS: Well, if you want to

         11  look at all companies that are in the New York City

         12  area, I think there's close to 75,000. But that is

         13  employees, companies with less than five employees.

         14  There's around 50,000 of those. What I'm quoting to

         15  you, the numbers are companies with employees ten

         16  and above.

         17                 CHAIRPERSON LIU: Do you have any

         18  sense on the companies with 50 or more employees

         19  which would be affected by our bill here? How deep

         20  is the coverage among those companies?

         21                 MR. COLLINS: I would have to get back

         22  to you on that to compute that.

         23                 CHAIRPERSON LIU: Well, it doesn't

         24  have to be exactly.

         25                 MS. BRANGACCIO: It's difficult to
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          2  know.

          3                 MR. COLLINS: It would be a

          4  significant chunk.

          5                 CHAIRPERSON LIU: Are we talking about

          6  more than half of those companies already

          7  participating in TransitChek? Are we talking about

          8  less than half?

          9                 MR. COLLINS: I really couldn't. I

         10  would have to go back in the office and compute the

         11  number.

         12                 CHAIRPERSON LIU: As Council members

         13  we often get constituents in our offices who wonder

         14  why their friends companies' offer this TransitChek

         15  benefit and that their own company does not. And

         16  that is a great deal of the impetus behind the

         17  legislation that we're putting forth today.

         18                 It's been around for a long time, and

         19  yet there are still a large number of companies who

         20  do not provide the benefit, which is why we think at

         21  this point it makes sense to mandate that the

         22  companies provide this benefit.

         23                 MS. BRANGACCIO: If I could just say

         24  also that, you know, I was happy to hear about the

         25  MTA's efforts and the fact that their website, which
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          2  is widely used by people who use transit, is now

          3  talking about the benefit and can potentially steer

          4  people towards talking to their HR departments to

          5  try to get, you know, get them to incorporate a

          6  benefit into their package.

          7                 We at Transit Center, we market the

          8  small, medium-sized companies. We do direct mail.

          9  That's part of our public mission, as a

         10  non-for-profit company we have to deal with all

         11  companies, we can't just go for the major

         12  corporations. We have to and we do, and it's

         13  difficult. There's a lot of factors that go into

         14  whether a company is going to decide to use the

         15  benefit or not. But we certainly do our best to make

         16  them aware that it's out there through our direct

         17  mail, and, again, it sounds like through the MTA

         18  there's going to be other means of raising awareness

         19  about the issue and hopefully we'll see a trend,

         20  more companies participating.

         21                 MR. COLLINS: And you have to realize

         22  also, some of the major corporations, what they use

         23  is cash reimbursement. I could just tell you there's

         24  a major bank in the City, one of the largest, and

         25  they decided to manage the whole process through an
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          2  internal expense report through a cash

          3  reimbursement. What Mary Kate was talking about. We

          4  do over ten correct mail programs, two corporations

          5  with employees ten and above, including all the

          6  advertising that we do. And currently we have over

          7  80 operators, transit operators, accepting the

          8  TransitChek product.

          9                 CHAIRPERSON LIU: It just seems that,

         10  I think 2,000 per year is a great number, but it

         11  doesn't seem to us that it's so onerous to

         12  businesses and they are getting the savings on the

         13  payroll tax, and that's an economic inducement right

         14  there.

         15                 It's not, it may not be as heavy in

         16  the benefits as with the same kind of program for

         17  something like health care benefits or dependent

         18  care, but certainly there is an economic benefit to

         19  the companies, as well as the employees. And one of

         20  the major reasons why we think companies are still

         21  not signed up for it is because they're still not

         22  fully aware, or they still fear the heavy

         23  administrative costs associated with it, but the

         24  fact of the matter is that was testified to before,

         25  the companies that provide these kinds of
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          2  administration are getting better in what they do

          3  and streamlining the operations.

          4                 MS. BRANGACCIO: Well, if there was a

          5  way to attach some kind of a public awareness

          6  campaign with the bill or just to do something so

          7  that it's not seen by a company as, okay, here we

          8  go, another mandate that someone is slapping on me.

          9  It would be more a proactive thing, and maybe to

         10  soften the time lines a little bit or to sort of do

         11  it in combination with some kind of our educational

         12  campaign done by the City or through a coalition of

         13  people and companies, just so you know, you don't

         14  get, like I said, bad out of what you're intending

         15  to be good.

         16                 CHAIRPERSON LIU: Well, what we

         17  clearly state is that there's a very real economic

         18  benefit to companies in the savings of the payroll

         19  tax. To the extent that we can couple this with the

         20  MTA efforts and your efforts, in terms of

         21  publicizing this to the general public, I don't

         22  think we'd have a problem with doing that.

         23                 Raising public awareness is always a

         24  part of what we do. Even if it means -- even if

         25  through legislation that would create some kind of
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          2  mandate on companies.

          3                 MR. COLLINS: Well, the other issue

          4  here, just in terms of response, what you're talking

          5  about, major corporations who have over 70,000

          6  employees in the City of New York, to administer

          7  this type of program, it is a burden, there's no

          8  question about it. We have come out with a product

          9  that allows for the company to send over their

         10  payroll reductions, we verify and then we just mail

         11  out the benefits directly to the employee. It's a

         12  streamlined version, and we have many major

         13  corporations now lining up because this, because we

         14  have an exchange of payroll systems, it makes them

         15  very easy for them to now offer the program.

         16                 CHAIRPERSON LIU: That four percent

         17  that you spoke about, is that up front, or is that

         18  on a recurring basis? The four percent

         19  administrative fee that you charge, that Transit

         20  Center charges companies, is that recurring or is

         21  that a one-time up front?

         22                 MR. COLLINS: It's four percent on the

         23  value of what is ordered.

         24                 For example, if somebody orders the

         25  $100 voucher, it's a $100.04.
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          2                 CHAIRPERSON LIU: So it's recurring.

          3                 MR. COLLINS: Right. But let me just

          4  say, we have never run into a business who ever

          5  objected to the four percent. They thought it was

          6  quite reasonable because we're a non-profit company,

          7  and that is not the issue.

          8                 The issue always comes back to, the

          9  company's ability to administer, and usually the

         10  issue is not coming from the small company, it comes

         11  from your mega companies who have multiple sites,

         12  and huge employee populations.

         13                 And that's why we created this new

         14  program that just by exchanging payrolls, it

         15  simplifies it, and what happens is the benefit does

         16  not go to the company, the benefit goes directly to

         17  the employee through the mail, which eliminates that

         18  huge distribution problem, if you have a corporation

         19  or 50,000 employees, you can imagine.

         20                 CHAIRPERSON LIU: Isn't it those very

         21  large companies that would be more inclined to

         22  object to a percentage fee, such as four percent and

         23  then smaller companies?

         24                 MS. BRANGACCIO: I wouldn't know. But

         25  the sales staff might know better.
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          2                 CHAIRPERSON LIU: I think the larger

          3  the company, the more inclined they would be to

          4  object to a percentage, a percentage rather than a

          5  fixed amount.

          6                 Is Ray Schwartz one of your

          7  competitors?

          8                 MS. BRANGACCIO: Yes.

          9                 CHAIRPERSON LIU: Yes. Okay, so we'll

         10  disregard their comments about the four percent.

         11                 You mentioned that the four percent,

         12  a lot of that is used to increase awareness. If we

         13  mandated this for all companies, would you then be

         14  able to lower your four percent to something closer

         15  to two percent?

         16                 MS. BRANGACCIO: Well, we'd have to

         17  take it back and look.

         18                 MR. COLLINS: We'd have to take it

         19  back, because there's the whole issue that when an

         20  employee, through the new system the employee has to

         21  sign up, it's through a website, he has to make

         22  deductions, so there are system interfaces so that

         23  the person who is signing up for the program, and

         24  everybody commutes in different patterns, what we do

         25  is based upon their patterns and how they answer the
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          2  questions, we then deliver the benefit that is right

          3  for them, and the system is extremely tight in the

          4  sense that it is 100 percent compliant with IRS

          5  regulations.

          6                 We believe that there are certain

          7  companies that they are offering the benefit that

          8  are not 100 percent compliant, and that's why we

          9  have many corporations who come to us because of our

         10  strictness in the compliance field.

         11                 CHAIRPERSON LIU: Okay.

         12                 Council Member Reyna.

         13                 COUNCIL MEMBER REYNA: I just wanted

         14  to ask a couple of questions. Can you please define

         15  what number of -- define for me what small, medium

         16  and large companies are, as far as your marketing

         17  department is concerned.

         18                 MR. COLLINS: We consider small

         19  companies in the range of 25 to -- well, roughly 25

         20  to 100.

         21                 When you move to the medium range,

         22  which is 100 to 250, it's a very different dynamic

         23  that goes on. Most of those companies are, many of

         24  those companies are very advanced in their

         25  technologies and their payrolls, some of them are
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          2  not. At that point, with those companies, we give

          3  them two options: You can have TransitChek or you

          4  can have, what I call the "payroll switch" premium

          5  product.

          6                 For companies who are over 250, who

          7  have very sophisticated computer systems and salary

          8  administration systems, we offer the premium

          9  program, which allows an employee to enroll. You

         10  tell us how he commutes, he makes the pre-tax -- we

         11  do pre-tax and post-tax deductions --

         12                 COUNCIL MEMBER REYNA: Is that double

         13  the benefit or?

         14                 MR. COLLINS: What?

         15                 COUNCIL MEMBER REYNA: Is that double

         16  benefit or?

         17                 MR. COLLINS: No, no, no, no. We do

         18  this, we look at the consumer from two ways: One is

         19  that he gets the -- for example, I commute from

         20  Hawthorne and Westchester, my monthly commutation is

         21  $163.

         22                 COUNCIL MEMBER REYNA: Yes.

         23                 MR. COLLINS: So what I would get is a

         24  debit card. It is funded. I take the hundred

         25  maximum, $100 per month for the pre-tax, and then I
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          2  deduct post-tax, $63. That $163 is then tied to my

          3  debit card account. So, when I interact with

          4  MetroNorth, I just swipe the card, the $100 pre-tax

          5  is done, $63 post-tax is done. I do one transaction

          6  and the tax savings comes from the 100, not the 63.

          7                 So, one is to make it easy and

          8  quickly and as fast as a person to be able to

          9  purchase fare media as quickly as possible. Because

         10  you know you're a commuter, you don't want to take

         11  time out. And the second part of it is to maximize

         12  the employee deduction.

         13                 That is why, as a matter of fact, we

         14  were out in Long Island when Senator Schumer

         15  announced to the press his push, and apparently he's

         16  not receiving any opposition to increase the pre-tax

         17  on transit to 190 to equal with parking.

         18                 Because for an example, like an

         19  individual like me, I pay for parking to get to the

         20  train and then I take the train.

         21                 COUNCIL MEMBER REYNA: Are you unique

         22  in offering this type of pre-tax post-tax package?

         23                 MR. COLLINS: I'm sorry?

         24                 COUNCIL MEMBER REYNA: Is your company

         25  unique in offering the pre-tax, post-tax
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          2  registration?

          3                 MS. BRANGACCIO: Well, I think any

          4  company can offer it, should they want. I mean, we

          5  don't know specifically who does and who doesn't.

          6                 COUNCIL MEMBER REYNA: No, I thought

          7  you were highlighting it because you were unique in

          8  doing so.

          9                 MR. COLLINS: No. We developed this

         10  because it was two issues. The issue had to do with

         11  you were looking at the commuter marketplace, many

         12  people Park-n-Ride to get to transit. Many people

         13  take various forms of transit to get from one place

         14  to the other.

         15                 The issue for us is that, if you run,

         16  and we have the complete support of all the major

         17  transit operators, if it was critical for them to

         18  extend the pre-tax benefit to include parks or

         19  Park-n-Ride, because that's how they solidify their

         20  commuter base, up in the outlying areas, the other

         21  reason why we did that -- two other reasons; one is

         22  to make it easier for the commuter to do this single

         23  transaction to buy this commutation; and the third

         24  reason has to do with, you have major international

         25  companies and national companies in New York who
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          2  said this works for New York, but I have employees

          3  in Albuquerque and Seattle and they take other forms

          4  of transportation. I cannot offer this program in

          5  New York without offering it to my employees in

          6  other cities. The issue of discrimination of

          7  employees.

          8                 COUNCIL MEMBER REYNA: Of course.

          9                 Just getting back to the definition

         10  of small, medium and large companies; you had

         11  referred to a company of ten employees prior to or

         12  during your testimony, was I correct in hearing that

         13  you do service a company with ten employees?

         14                 MR. COLLINS: No, let me just, I'll

         15  split it out.

         16                 In our direct marketing efforts,

         17  which is through the mail, we target 25 and above.

         18  Our advertising is targeted to the mass market. So,

         19  if I have a company who is a law firm and it's two

         20  lawyers and two secretaries and he calls up and he

         21  wants to do TransitChek, he goes right to the

         22  website, he puts in his order, it's transmitted to

         23  us and he's a client.

         24                 COUNCIL MEMBER REYNA: Okay. So you do

         25  service companies that are less than 25.
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          2                 MR. COLLINS: Oh, sure. If it's one

          3  individual we'll take him.

          4                 MS. BRANGACCIO: We also have a

          5  department at Transit Center that's specifically

          6  geared toward serving small- and medium-type

          7  companies.

          8                 MR. COLLINS: Right.

          9                 MS. BRANGACCIO: They are there. They

         10  are there, they're on the phone all day, answering

         11  the phone.

         12                 MR. COLLINS: Right.

         13                 MS. BRANGACCIO: Dealing with those

         14  very specific needs of small companies.

         15                 Our account execs are out there in

         16  the field dealing with the larger companies that may

         17  require more on-site type of thing, but because of

         18  the volume of small companies out there, we have a

         19  department dedicated to deal with that in house.

         20                 MR. COLLINS: And in terms of just

         21  recently, there is a new project, I'm sorry, I

         22  forgot the name of it, but a new project, has to do

         23  with cardiovascular testing. It's a group of doctors

         24  and nurses who are offering their free time to help

         25  the poor get proper medical care when it comes to
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          2  cardiovascular issues. And many of the problems that

          3  they had was that the poor could not even afford to

          4  get to the locations, because if you go into that

          5  kind of care you might have to visit the doctor

          6  several times, and we have given them free

          7  TransitChek vouchers, so they could make, so that

          8  the company could properly service the working poor

          9  in New York City.

         10                 COUNCIL MEMBER REYNA: As far as your

         11  regions are concerned, you had mentioned Northern

         12  Queens, Manhattan, from certain sections below,

         13  Downtown Brooklyn and other parts in other states.

         14                 I just wanted to find out, you did

         15  not mention a certain part, let's say in Brooklyn

         16  South, Northern Brooklyn, what happens to that area?

         17  Who targets that area? Or is it left untouched?

         18                 MR. COLLINS: The rest of Brooklyn?

         19                 COUNCIL MEMBER REYNA: Yes.

         20                 MR. COLLINS: Oh, we spend millions of

         21  dollars in advertising and in radio, printing

         22  advertising, and we get, in terms of our phone

         23  calls, we get for every 100 phone calls, we get 60

         24  to 70 phone calls from employers from all over the

         25  Metropolitan area asking for -- we give them an
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          2  information package that has our product and they

          3  decide what product is good for them. They then call

          4  back our account people --

          5                 MS. BRANGACCIO: No, no. We have a

          6  very healthy mix of direct mail, radio advertising,

          7  subway advertising. I think most people, Transit

          8  Center and what we do is kind of like a household

          9  name, I mean people really know it in the City and I

         10  think there's a big awareness of it. So, if you're

         11  company wasn't one of the ones that got the direct

         12  mail, I can't say that we've hit every single

         13  company, but we're certainly not targeting or

         14  excluding any area, but it --

         15                 COUNCIL MEMBER REYNA: I was just

         16  referring to the regions you have mentioned.

         17                 MS. BRANGACCIO: Right.

         18                 COUNCIL MEMBER REYNA: I was not clear

         19  as to why you mentioned regions, as you were

         20  discussing with us, where you market, because it

         21  almost seemed like you were not marketing anywhere

         22  else other than that area, because that was your

         23  targeted area.

         24                 MS. BRANGACCIO: No, I don't think

         25  that was what Tom was trying to indicate.
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          2                 I think he was saying like at any

          3  kind of targeted marketing, you know, you look at

          4  the areas, there's lots of factors, if it's a pub

          5  where there are a lot of businesses that are

          6  accessible by Transit, so you try and make the best

          7  use of your dollars, but we certainly, we feel that

          8  we cover the entire City and region very well --

          9                 COUNCIL MEMBER REYNA: I need to ask,

         10  do you guys work with the Department of Small

         11  Business Services with Commissioner Walsh's agency?

         12                 MS. BRANGACCIO: I don't know that we

         13  ever have, but we would certainly be willing to.

         14                 I don't know whether we've ever

         15  reached out to them, but we're always looking to

         16  widen our array of companies that we target for the

         17  benefit.

         18                 MR. COLLINS: Just to give an example,

         19  we got the HeadStart program in Bedford Stuyvesant

         20  two weeks ago.

         21                 Let me just backtrack or explain.

         22  When we do our advertising we reached 80 percent of

         23  the market. And then when you're looking to find

         24  businesses you buy lists, and the names of

         25  individuals who are -- and the chief individual,
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          2  believe it or not, is the CEO and the CFO, it's not

          3  the HR person. The HR person is at the bottom of the

          4  totem pole.

          5                 When you're trying to find names,

          6  most list brokerage companies can give you names 25

          7  and above, but in terms of the advertising, which we

          8  go into, you know, the Wall Street Journal, the New

          9  York Times, Crain's and also the mass market both in

         10  radio and print, we are covering 80 percent of the

         11  market there. And what I mean by the market, it's

         12  everything from the Pennsylvania New Jersey border,

         13  all the way out to Rhode Island as far north as

         14  Poughkeepsie and Bridgeport.

         15                 COUNCIL MEMBER REYNA: And I just have

         16  my last question, I just wanted to find out do you

         17  have a market with the non-profit sector where you

         18  have community-based organizations that participate?

         19                 MR. COLLINS: We have hospitals, we

         20  have day care areas, we have a very large percentage

         21  of our customer base. The bottom line is, you know

         22  what we look for? We look for companies who have

         23  employees, who are interested in the service, and

         24  once they call, that's what they want. We sign them

         25  up right on the spot.
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          2                 COUNCIL MEMBER REYNA: I'd like to

          3  just indulge upon you to come up with an industrial

          4  park in my neck of the woods, North Brooklyn, who

          5  would benefit from I believe your business in

          6  marketing this type of benefit for their employees.

          7                 MR. COLLINS: Sure.

          8                 COUNCIL MEMBER REYNA: It's a

          9  not-for-profit that manages all the small businesses

         10  in the area in an industrial park.

         11                 MR. COLLINS: Right.

         12                 COUNCIL MEMBER REYNA: And it's fastly

         13  growing. But I don't know if they've ever heard of

         14  you. So, awareness at the local area I can be of

         15  help to my neighborhood as well as yourselves.

         16                 MR. COLLINS: Sure. We would love it.

         17  Yes.

         18                 COUNCIL MEMBER REYNA: Thank you.

         19                 MR. COLLINS: Yes.

         20                 CHAIRPERSON LIU: Thank you.

         21                 Transit Center now is one of several

         22  vendors of these kinds of pre-tax benefits; is that

         23  correct?

         24                 MS. BRANGACCIO: Yes, there's several

         25  other companies in the marketplace offering similar
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          2  services.

          3                 CHAIRPERSON LIU: Thank you.

          4                 We have one question from Council

          5  Member Addabbo.

          6                 COUNCIL MEMBER ADDABBO: Thank you,

          7  Mr. Chair. And thank you very much for your time and

          8  your testimony today.

          9                 Just a question on the marketing. Any

         10  good product, obviously the success of a product is

         11  relied upon its marketing, and you said you had

         12  spent millions on the marketing of the product; do

         13  you know how much?

         14                 Do you have a dollar amount of how

         15  much annually you spend on marketing your product,

         16  getting it out, advertising, mail, so forth? Do you

         17  have the dollar amount you spend?

         18                 MR. COLLINS: Yes, $4 million.

         19                 COUNCIL MEMBER ADDABBO: Four million?

         20  Four million, correct?

         21                 Is that more or less than last year?

         22                 MR. COLLINS: Double.

         23                 COUNCIL MEMBER ADDABBO: Two million

         24  prior.

         25                 Did I hear you correctly, you're a
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          2  non-profit organization? Is that correct?

          3                 MR. COLLINS: I'm sorry?

          4                 COUNCIL MEMBER ADDABBO: You mentioned

          5  you're a non-profit?

          6                 MR. COLLINS: We're a non-profit

          7  organization. We're a private company.

          8                 COUNCIL MEMBER ADDABBO: And your

          9  annual budget? Do you know what your annual budget

         10  is, annual operating budget?

         11                 MR. BRANGACCIO: We would have to get

         12  -- we don't have our Chief Financial Officer with

         13  us. Off the top of my head I don't know.

         14                 COUNCIL MEMBER ADDABBO: But you

         15  doubled your marketing on your product?

         16                 MR. BRANGACCIO: Well, like we said,

         17  don't forget, we have a public mission. In order to

         18  be a non-pro-profit you have to have a public

         19  mission and you have to fulfill that public mission.

         20                 So, aside from providing this benefit

         21  to companies, we're required to make the message

         22  clear, to publicize the message and to try to

         23  encourage people to take advantage of the benefit.

         24  So that the region would benefit from reduced

         25  traffic congestion, reduced air pollution, et
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          2  cetera. So, we are obligated to be out there and to

          3  be pushing the benefit, which we do.

          4                 MR. COLLINS: The Council should be

          5  aware, and I'll probably get my hand slapped, maybe

          6  I won't, but when the recent fare increase was at

          7  the last minute, there was no provision for

          8  Access-A-Ride, and we brought it to the MTA's

          9  attention. We created a product to be able to

         10  continue to offer Access-A-Ride, and continue

         11  Access-A-Ride customers to have access to

         12  TransitChek.

         13                 If that had not happened, they would

         14  have been left out of the benefit.

         15                 MS. BRANGACCIO: I think it's just

         16  worth noting, because it's one thing that we haven't

         17  said during our testimony, I know you want to get on

         18  to the next panel, but, you know, Transit Center is

         19  very unique. We were created, we were one of the

         20  first companies to get into this business in the

         21  mid-eighties when the benefit first came into

         22  existence. We were first created as sort of a

         23  strategic alliance, almost a quasi-governmental

         24  agency, and as we grew through the years and then

         25  right I think prior to 9/11 we spun off into a
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          2  private company. So, that is where you'll see the

          3  relationships and why people know who we are,

          4  because we were one of the first people out there in

          5  the market.

          6                 So, TransitChek is a trademark name

          7  that's ours, we created it, we invented it. So,

          8  that's really why there is that understanding of who

          9  we are.

         10                 MR. COLLINS: And we're very proud of

         11  that. We were in Tower 2, we lost everything, and we

         12  were down for two weeks, we lost all our systems,

         13  and we were able to bring the product back up within

         14  two weeks for all the commuters in New York City.

         15                 CHAIRPERSON LIU: One last question

         16  and that's it.

         17                 I'm just trying to rationalize why

         18  your position is what it is. You're a non-profit

         19  corporation, your mission is to encourage the use of

         20  mass transit as a way to reduce traffic congestion,

         21  increase mobility and improve air quality in the

         22  tristate region. So, I'm not sure why you're

         23  concerned about any potential hardships on

         24  businesses.

         25                 I'm not saying that that's not a
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          2  valid concern, I'm just not sure where that fits

          3  into your mission.

          4                 MS. BRANGACCIO: Well, it was funny,

          5  when I was filling out the card and I had to pick a

          6  position, I said, oh, you know, it's not really a

          7  strong position against the legislation at all, and

          8  I hope that it didn't come across that way. We fully

          9  support the concept. I guess I'm not that clear on

         10  how the Council works, as far as the regulatory

         11  process or something like that, but we would

         12  certainly, you know, we fully support the concept of

         13  what you're trying to do.

         14                 We would just, you know, want to make

         15  sure there was due diligence on the part of

         16  whomever. I think a couple people have mentioned a

         17  few things that could be altered, we would certainly

         18  just like to see that if there were regulations

         19  promulgated or some kind of guidelines that went

         20  along with the legislation, that it would just be as

         21  liberal as possible, as far as enforcement, and

         22  giving the companies time to ramp up with the

         23  product. That's all. I mean, we really don't have

         24  any other --

         25                 CHAIRPERSON LIU: Well, the bill as
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          2  drafted is actually a very short bill, and your

          3  testimony clearly states for the record that you'd

          4  like to see this done on a voluntary basis rather

          5  than through legislative requirement. So, that

          6  sounds like a firm opposition to our bill.

          7                 MS. BRANGACCIO: Well, I think that we

          8  said if there was a way to achieve this, if through

          9  hearing testimony, hearing from the business

         10  community that it was concluded, that there was a

         11  way to get an equal benefit through a voluntary

         12  basis, that that would be our, you know, preferred

         13  way to go, but you know, we're certainly not going

         14  to be out there opposing this bill. We think it's a

         15  good thing. We know, we have confidence in the

         16  Council and in you, Chairman Liu, in conducting

         17  hearings like this that you're getting all the right

         18  information, and we trust the direction that the

         19  Council is going to go in.

         20                 So, I didn't mean to come off that

         21  way, Councilman. I didn't.

         22                 CHAIRPERSON LIU: That's fine.

         23                 Well, thank you very much for your

         24  time this morning.

         25                 MS. BRANGACCIO: Thank you for having
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          2  us.

          3                 CHAIRPERSON LIU: I would like to ask

          4  our final panel to join us at the witness table.

          5                 We have David Krkach and Dr. Anthony

          6  Basile.

          7                 Good morning, gentlemen. Please

          8  proceed.

          9                 DR. BASILE: Thank you, Mr. Chairman,

         10  members of the Council. My name is Dr. Anthony

         11  Basile. I am a Professor and Former Assistant Chair

         12  of the Accounting, Taxation and Legal Studies and

         13  Business Department at Hofstra University.

         14                 In addition, I have a private

         15  practice specializing in small business accounting,

         16  consulting and taxation.

         17                 I lecture extensively to aspiring

         18  CPAs and small businesses alike and have a

         19  significant research record in professional and

         20  trade journals in areas of small business taxation,

         21  fraud, and auditing. My articles have won national

         22  research awards and have been cited by the 9th

         23  Circuit Court of Appeals.

         24                 My appearance today, however, is that

         25  of a CPA practitioner and the owner of a small
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          2  accounting firm with a staff of five with clients

          3  that range in employee numbers from one to 250.

          4                 I am in favor of this legislation,

          5  and I might also advocate a requirement for a lesser

          6  amount, say 20 or more employees for the following

          7  reasons:

          8                 I have a written piece of testimony

          9  that I had, because I wasn't sure if I was actually

         10  going to be here today, but I have it and I'd like

         11  to go through it, if you don't mind.

         12                 Most of my clients ask my opinion

         13  about administering flexible spending accounts. What

         14  I suggest to them is no different than what I am

         15  suggesting for this bill.

         16                 FSA's are probably one of the few

         17  benefits that both the employer and employee

         18  benefits from. The employer is allowed to add a

         19  valued benefit for their employees at a relatively

         20  low cost or no cost to the company. In most cases

         21  the owner of the company can actually add to the

         22  profit and loss because of the savings, the payroll

         23  tax savings.

         24                 In my opinion, this is the only

         25  benefit available that has this particular feature.
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          2  All other employee-sponsored benefit plans have

          3  significant costs.

          4                 Most of my clients with ten or more

          5  employees have third-party payroll services.

          6  Practically, if not every single one of my employees

          7  -- my clients with employees of 20 or more utilize

          8  payroll services and have other employee benefit

          9  plans.

         10                 My opinion is that adding this

         11  requirement would just be a matter of adding an

         12  extra slot for the payroll companies to take out the

         13  FSA deduction. I have found the Administration of

         14  this benefit has always been very minimal.

         15                 There's also a secondary benefit to

         16  the bill. It's just as simple for a company to set

         17  up a dependent day care expense and possibly

         18  unreimbursed medical expense savings account at the

         19  same time. This would create an even greater tax

         20  saving than originally anticipated.

         21                 I'm not one to jump at a new law that

         22  mandates the operation of small companies, but this

         23  is one of the rare exceptions that would actually be

         24  beneficial to the employees and the business owner.

         25                 And I just wanted to reiterate that
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          2  my experience is in small businesses I have clients

          3  that range from one to 250 but most of my clients

          4  fall in the ten employee or less category. And just

          5  from the few clients that I've mentioned this to,

          6  they all seem in favor, because my clients in the

          7  ten or fewer employees don't necessarily have a

          8  Comptroller, don't necessarily even have a

          9  bookkeeper. They operate their businesses very

         10  minimally and they require professionals like myself

         11  and other accountants to make sure that they're in

         12  compliance with the law. And I have clients with as

         13  few as two or three employees utilizing payroll

         14  services and we give them the information that the

         15  payroll companies need to administer it properly,

         16  but I would certainly be in favor of something like

         17  this, and even if the compliance were tied to

         18  quarterly payroll tax returns, it would be a

         19  minimal, in my opinion, inconvenience to them, if

         20  any at all. It's one of those things that puts the

         21  money back into their pockets and the employees and

         22  I don't see it detrimental in any way at all.

         23                 CHAIRPERSON LIU: Thank you.

         24                 Mr. Hrkach, are you accompanying Dr.

         25  Basile or?
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          2                 MR. HRKACH: Actually, it was a panel

          3  of three and I'll be speaking when he is done, more

          4  about administration. I'm a benefits consultant, so

          5  I can probably shed a little light on the actual

          6  administration and how the effect is on a small

          7  businessman, because I think that's probably one of

          8  the concerns we had today.

          9                 CHAIRPERSON LIU: Okay, well, why

         10  don't you proceed then?

         11                 MR. HRKACH: Okay. My name is David

         12  Hrkach. I'm with Intelliflex Benefit Resources. I,

         13  again, am a small businessman who normally is

         14  against mandates by legislation, but in this

         15  occurrence I really do believe this is a good bill.

         16                 I usually go in and evaluate new

         17  companies, new clients. My position is to find out

         18  where they could save money, where they can add more

         19  benefits without increasing costs.

         20                 FSA's Flexibile Spending Account, is

         21  one of those areas, is what the transit bill is

         22  going to fall under. It allows them to actually

         23  increase the benefits to the employees, but at the

         24  same time saves them money.

         25                 Now, I use a host of different
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          2  vendors.

          3                 I have used transit check when it

          4  calls for it. I haven't used the other, Wage Works,

          5  yet. But there's all sorts of companies out there

          6  that offer these benefits with what they call a "no

          7  net guarantee." Now, unfortunately, I was going to

          8  bring another third-party vendor along with us,

          9  unfortunately he had a car accident on the New

         10  Jersey Turnpike coming here. He's okay, but it was

         11  unfortunate he didn't make it. I was hoping to

         12  possibly get something e-mailed from him later today

         13  to be entered in for the hearing.

         14                 Basically what happens is with a

         15  small company, let's say 20 employees, is that there

         16  may be an administration issue with TransitChek, but

         17  what normally happens is what Mr. Basile talked

         18  about, is that they have payroll deductions, which

         19  is normally taking care, especially with ten or more

         20  employees. Those payroll deductions usually are

         21  automatically withdrawn right into a bank account

         22  where they're set up by a third-party administrator

         23  or the individual company. There the money can be

         24  automatically put into accounts through debit cards,

         25  which is pretty much the way the plans are going.
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          2                 This would be something that is very

          3  easy to administer. It's almost administrative-free,

          4  and if anyone would have any questions on it, I can

          5  go into more detail about that.

          6                 Also, it involves debit cards, most

          7  of the companies out there now have a debit card,

          8  which makes it also easy for the employee to

          9  purchase them when they want to. So there's a lot of

         10  freedoms involved with that.

         11                 An important thing I also wanted to

         12  talk about, which is the handouts that I brought

         13  out, is I heard that there was some type of I guess

         14  resistance for some of this small business, Chamber

         15  of Commerce's Partnership, land I wanted to actually

         16  show a couple of things. One is the neutralizing the

         17  fare. I thought this was really important. This was

         18  one of the original reasons why this was brought to

         19  the Council, is that you can see what the increases

         20  were.

         21                 Below that I actually broke down what

         22  the cost savings is from an employee from 10,500,

         23  all the way up to 70,000. It gives a good range for

         24  the City workers, and all employees of the five

         25  boroughs.
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          2                 So, that gives you an idea of what

          3  the tax savings is going to be for each individual

          4  person at that salary, as compared to what the fare

          5  increases are. So, I just wanted to show that. I'm

          6  sure you had seen it, but I just want to actually

          7  put that on paper for you.

          8                 Another one, as the bill is written

          9  right now, it's written for 50 or more employees. I

         10  spoke before with the Department of -- the

         11  Transportation Committee, and I voiced my opinion

         12  that I think this is something that really is kind

         13  of missing the boat, because if you take a look at

         14  the next one, it's called "excluding the average

         15  employee," I got these demographics from the New

         16  York State Department of Labor. Now, I know they are

         17  a little behind somewhat, but it's relative to what

         18  I wanted to show here.

         19                 Right now if you set it up to where

         20  the pass is 50 or more, you're going to exclude, if

         21  you lost the employees of 11 to 50, you're going to

         22  lose 18 percent of the employees that are out there,

         23  they're not going to be beneficial for this.

         24                 I was quite surprised in the

         25  statistics to find out that the average employee
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          2  size in the five boroughs is 15 employees. So, it's

          3  really -- here is a great law that is going to

          4  really help out the employers and the employees, but

          5  at setting it at the 50 employee level, it's really

          6  going to knock out your average company in New York

          7  City.

          8                 So, I just wanted to bring that up to

          9  show that.

         10                 MR. HRKACH: I also used the same

         11  statistics, as far as I heard, that there is some

         12  concern of making it employees of 100 or more. So I

         13  showed the same statistics, only adding the 27

         14  percent. Below that you will actually see what the

         15  employer saves, and this is per year, if you add 100

         16  percent participation, 60 and 30 percent

         17  participation across the five boroughs.

         18                 This gives you an idea of what the

         19  employer and employee savings would be.

         20                 Another important issue is, I heard

         21  before with the testimony with TransitCenter, that

         22  they said it was highly administrative, I really

         23  wanted to clear the air on that one, and let's see

         24  if you have any questions about this, and this is

         25  something that Mr. Sping from EZ-Flex was going to
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          2  talk about, is when I bring this in, I actually sit

          3  down with the clients, watch the enrollment go

          4  through of the vendor who comes and does this. It's

          5  very simply. There's really not a lot of

          6  administration. Most of it is taking care of a

          7  third-party administrator.

          8                 There's even companies out there that

          9  offer what they call a no-net guarantee.

         10                 What that is, is let's say a small

         11  business man had $100 in administrative cost each

         12  month, what they do is that if they see that the

         13  FICA savings are, let's say that the FICA savings

         14  are only $90, so it's going to show a loss of $10,

         15  there are companies out there that will only charge

         16  you what your FICA savings are, okay? And let me be

         17  specific.

         18                 If the FICA savings are $2,000, and

         19  your administrative cost is $100 a month, they're

         20  still going to just charge you the $100 a month. But

         21  if you go below that window where you're actually

         22  going to lose money, there are companies out there

         23  that will not charge for that. So there are very,

         24  very business friendly companies out there that are

         25  third-party administrators, and unfortunately Mr.
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          2  Sping was one of them that I wanted to talk about

          3  but he couldn't make it.

          4                 A couple issues as far as compliance

          5  is, there may be, if you set it up for the 120 days,

          6  actually it's the larger companies that -- again,

          7  I'm going to disagree with a previous speaker, but

          8  larger companies have the assets with Human

          9  Resources Department, with Payroll Department, to be

         10  able to easily administer this. It actually get's

         11  slightly harder as the companies get smaller and

         12  smaller, but I'm not saying it's hard, it's just

         13  harder than a large company. But at the same time,

         14  one of the suggestions I had for the compliance

         15  issue, was to actually have a graduated system,

         16  which I've submitted to the -- I have one copy and I

         17  can submit that, and it just shows a way that you

         18  can possibly slowly implement it in over the next

         19  year, making it 120 days available immediately for

         20  companies of like 1,000 or more, and as the

         21  companies are smaller, implement a longer period of

         22  time, which might help them out.

         23                 Also, as far as companies with

         24  multiple locations, I had a suggestion that you may

         25  want to define what that is, because if you have a
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          2  company, let's say the law goes at 50 employees, you

          3  have a business in the boroughs that's with 40

          4  employees in the City, but 100 employees in Long

          5  Island, what is going to be the case for that.

          6                 So, I don't know the answer, I just

          7  wanted you guys to be aware of that, as far as that

          8  might be an option that might cause less confusion

          9  if it's described in the bill.

         10                 Again, and you're heard this a couple

         11  of times, is the restriction of the monthly maximum

         12  benefit amount. That's something that I would highly

         13  suggest just leave that up to whatever the federal

         14  amounts are and just always be the same, therefore,

         15  you don't have to do the amendments. Again, that was

         16  spoken about before.

         17                 And there was a restriction on

         18  parking. Probably my suggestion would be, that's

         19  going to be a big benefit, especially if Senator

         20  Schumer's bill, if from what I hear is going to be

         21  passing in the springtime, would bring both the

         22  parking up to 190 as well as far as the transit, so

         23  that's going to be a huge savings.

         24                 The last thing I wanted to talk

         25  about, and Dr. Basile touched on this, is when I
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          2  come in and I bring, if someone calls me up and

          3  says, Mr. Hrkach, I'd like to do a transit bill, or

          4  I would like to do just an unreimbursed medical, I

          5  come into the company, I sit there and say, well, do

          6  you know you also have dependent day care? There are

          7  actually three types of flexible savings accounts,

          8  the mass transit, dependent day care and

          9  unreimbursed medical. Usually when I come into the

         10  company and they want one, they'll end up taking two

         11  or three, not costing them any more money than if

         12  they were to select just the one because the

         13  administration is the same, whether you do one or

         14  three.

         15                 What this does is not only by this

         16  bill getting passed on just the mandatory of the

         17  transit bill, it's going to open up the door to more

         18  companies offering dependent day care, which is a

         19  maximum of a $5,000 pre-tax deduction for employees.

         20  They can do it now, but what's going to happen down

         21  the road is they're going to be able to save on

         22  FICA, a lot of them don't deduct the state and

         23  obviously City. So, that's a big savings of about 15

         24  percent that they can increase by switching over

         25  from going from deducting it at the end of the year
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          2  with a $5,000 deduction off your taxes as compared

          3  to deducting it through a payroll. Also it opens up

          4  the door to unreimbursed medical. Now that one has

          5  unlimited savings. So, by passing this bill, with

          6  the transit in mind, it's going to open the door to

          7  a lot of other tax savings, which is going to bring

          8  a lot of money back into the economy of New York.

          9                 CHAIRPERSON LIU: Thank you. We have a

         10  question from Council Member Addabbo.

         11                 COUNCIL MEMBER ADDABBO: Thank you,

         12  Mr. Chair.

         13                 Dr. Basile, just a quick question.

         14  Your office in Garden City, what percentage of your

         15  clientele is doing business in Manhattan?

         16                 DR. BASILE: I would say about 30 to

         17  35 percent.

         18                 COUNCIL MEMBER ADDABBO: Thank you.

         19                 CHAIRPERSON LIU: Thank you.

         20                 There are no further questions, so I

         21  want to thank you for joining us this morning and

         22  for your thoughtful testimony.

         23                 DR. BASILE: Thank you.

         24                 MR. HRKACH: Thank you.

         25                 CHAIRPERSON LIU: There being no other
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          2  witnesses, this hearing of the Transportation

          3  Committee is adjourned.

          4                 (Hearing concluded at 12:15 p.m.)
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