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          1  COMMITTEE ON TRANSPORTATION

          2                 CHAIRPERSON LIU: Good morning.

          3  Welcome to today's Hearing of the City Council

          4  Committee on Transportation.  My name is John Liu, I

          5  have the privilege of Chairing this Committee at

          6  today's Hearing.  This is a Hearing on Int. No. 429,

          7  a bill that would require employers with over 50

          8  employees to provide such employees with the

          9  opportunity to use pre- tax earnings to purchase

         10  qualified transportation benefits in accordance with

         11  federal law.

         12                 The City Council encourages people to

         13  use mass transit.  Mass transit helps us decrease

         14  congestion and pollution. In the year 2000, the

         15  Council enacted Local Law 18 that permitting New

         16  York City employees to choose to use pre- tax

         17  earnings to purchase such qualified transportation

         18  benefits such as MetroCards as allowed under as

         19  allowed under the Internal Revenue Service Code.

         20                 Local Law 18 was a winner for

         21  everyone involved. Eligible employees saved money by

         22  using pre- tax earnings to purchase transit passes,

         23  the employer of the City of New York saved the money

         24  on payroll taxes and all New Yorkers benefited from

         25  less congestion and pollution whenever someone
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          2  chooses to travel by mass transportation instead of

          3  a private vehicle.

          4                 Int. No. 429 seeks to expand on the

          5  success of Local Law 18 by requiring all employers

          6  with 50 or more employees to offer such employees

          7  the opportunity to use pre- tax money to purchase

          8  mass transit benefits. What we are doing is giving

          9  employees a chance to save money by reducing their

         10  tax bill and at the same time reducing the payroll

         11  tax bill for employers.  It's a win- win situation

         12  for all.  By allowing the use of pre- tax dollars to

         13  purchase transit benefits, it could also help to

         14  offset any future fare hikes planned by the

         15  Metropolitan Transportation Authority.

         16                 Let me introduce Members of this

         17  Committee, Council Member Jessica Lappin from

         18  Manhattan and Council Member Daniel Garodnick from

         19  Manhattan, as well.  And I want to thank the good

         20  work of the staff of this Committee, Phil Hom,

         21  Legislative Counsel. We have Ron Kim, the Policy

         22  Analyst and Chima Obichere, our Finance Analyst.

         23                 At this time I'd like to invite our

         24  first witness to testify, William Henderson of the

         25  Permanent Citizens Advisory Committee to the MTA.
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          2  Good morning Mr. Henderson and thank you for joining

          3  us.

          4                 MR. HENDERSON: Good morning.  Thanks

          5  to Chairman Liu and thanks to the Members of the

          6  Committee and staff for giving us the opportunity to

          7  testify this morning.

          8                 After your introductory remarks I

          9  feel like I have nothing to say because you covered

         10  the major points in favor of this Int.  But, since I

         11  wrote something I will give it to you.

         12                 Good morning.  I am William

         13  Henderson, the Associate Director of the Permanent

         14  Citizens Advisory Committee to the MTA. The PCAC is

         15  the umbrella organization for three commuter

         16  councils; the Long Island Rail Road Commuter's

         17  Council, the Metro- North Railroad Commuter Council

         18  and the New York City Transit Riders Council.  The

         19  Councils were legislatively mandated in 1981 to

         20  represent the interests of riders.

         21                 The PCAC represents not only City

         22  residents who use New York City Transit System to

         23  commute to work, but also many workers who commute

         24  to jobs in the City from their homes outside the

         25  five boroughs, as well as a rapidly expanding number
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          2  of City residents who use commuter rail to commute

          3  to jobs in the northern suburbs and on Long Island.

          4                 I am here today to speak in support

          5  of Int. No. 429, which would require major employers

          6  to provide their employees with an opportunity to

          7  use pre- tax earnings to purchase qualified

          8  transportation benefits.  It's important to note

          9  that this legislation does not require employers to

         10  provide these benefits; it merely requires them to

         11  permit their employees to take advantage of an

         12  existing federal tax provision that will save them a

         13  considerable sum off the payroll taxes.

         14                 Over the last ten years, annual

         15  subway ridership has exploded by almost 42 percent.

         16  While this has resulted in crowding on some lines,

         17  just imagine if all of this additional travel had

         18  occurred in private automobiles on surface streets.

         19  The vision of over 400 million additional trips

         20  annually on our overcrowded streets should convince

         21  any thoughtful person that measures such as this

         22  that seek to increase the use of transit are

         23  important and worthy of this Committee and Council's

         24  consideration.  While no one wants the City to

         25  micromanage employee benefit packages, employers
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          2  must be willing to meet the City halfway to mitigate

          3  their firms' impacts on our transportation system.

          4                 I'll note here that the PCAC operates

          5  one of the smaller transit benefit programs in the

          6  City.  As you may know, the PCAC maintains a small

          7  staff and has only two full time employees who have

          8  the need to purchase transit fare cards on an

          9  ongoing basis.  Both of these employees are enrolled

         10  in the TransitChek program.  Because we are strong

         11  advocates for the use of public transportation, we

         12  would probably offer the program if only one

         13  employee needed it.  The program is not a major

         14  administrative burden for the PCAC, and the modest

         15  fees charged by TransitCenter, our third- party

         16  program administrator, are more than offset by the

         17  PCAC's savings for the employer's share of FICA

         18  taxes on the transit benefit.

         19                 If the PCAC can successfully

         20  administer this program, then larger employers, who

         21  have considerably greater strengths in the areas of

         22  human resources and payroll, should have little

         23  trouble in this area.  Transit benefit program

         24  third- party administrators handle much of the

         25  paperwork for these programs, making enrolling
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          2  workers a simple matter of making an entry into a

          3  payroll system.  While there is some additional

          4  effort required, there are also substantial benefits

          5  in terms of employee morale. Workers who use public

          6  transportation like these benefit programs; they are

          7  more convenient than purchasing fare cards out- of-

          8  pocket and they save taxes as well.

          9                 I also want to ask for your help in

         10  one area.  Under Federal law, the maximum amount of

         11  monthly pre- tax earnings that can be used to

         12  purchase transit fares is $105, while up to $205 in

         13  pre- tax earnings can be set aside for monthly

         14  parking expenses.  We object to the inequity between

         15  these amounts, but secondly we note that for many

         16  workers, the $105 cap does not cover their monthly

         17  cost of commuting. It's fine if your expense is $76

         18  to purchase a 30- Day MetroCard every month, but for

         19  commuters who use MTA express buses, private buses,

         20  commuter railroads and ferries, as well as those who

         21  must transfer between two different transit systems,

         22  $105 is simply not enough pay for a month of

         23  commuting.

         24                 We believe that it is only fair for

         25  Congress to raise the limit on pre- tax earnings
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          2  that can be used to pay for transit to the same

          3  level of pre- tax earnings that can be used for

          4  parking.  There have been attempts by Senator

          5  Schumer and others to correct this inequity in the

          6  past, and we expect that corrective legislation will

          7  be introduced again to the new Congress.  When these

          8  new efforts are made, we ask that you join the PCAC

          9  and its Councils in vigorously supporting them.

         10                 I want to thank you and I would be

         11  happy to answer any questions you may have.

         12                 CHAIRPERSON LIU: Thank you very much

         13  Mr. Henderson.

         14                 Let me note that we have been joined

         15  by Council Member Michael McMahon from Staten

         16  Island.  Welcome.

         17                 MR. HENDERSON: Thank you.

         18                 CHAIRPERSON LIU: Mr. Henderson, I

         19  think your testimony is actually very valuable, far

         20  more valuable than if I had said it myself on two

         21  points.  Number one is that you obviously represent

         22  an entity that is fully advocating of mass transit

         23  and the positive effects of mass transit.  But, you

         24  also are here to testify as a small employer.  And I

         25  think that's a very important point.  Because this
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          2  is a bill that does not yet enjoy the, shall I say,

          3  the full support of the Administration.  And so, the

          4  main reason that we have been given in terms of why

          5  the Mayor does not yet support this bill is that he

          6  does not want to impose an Administrative burden on

          7  businesses.

          8                 What you're saying is that your group

          9  employees only two people.

         10                 MR. HENDERSON: We have two full- time

         11  employees who have the need for transit pass.  Other

         12  folks, we have a person who is lent to us by the

         13  MTA, who receives a pass through that, and

         14  rightfully has a lifetime pass as a former board

         15  member.

         16                 CHAIRPERSON LIU: Got it. So even with

         17  two employees who use MetroCards, it is still

         18  effective to have this kind of program within your

         19  organization.

         20                 MR. HENDERSON: There is very little

         21  administration involved.  The administration

         22  basically amounts to filling out a form every six

         23  months to reorder MetroCards.  You can also order a

         24  pre- paid debit card, which will allow you to use a

         25  debit card in the MetroCard vending machines as
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          2  well, so that really increases the flexibility of

          3  the system.  And there are some other

          4  administrators, other than TransitCenter, which is

          5  the one that we deal with.

          6                 CHAIRPERSON LIU: It just seems that

          7  any marginal or nominal cost associated with hiring

          8  a third- party provider to administer these kinds of

          9  benefits is far out shadowed by the benefits in

         10  terms of real dollars, to the employee, the benefit

         11  that in terms of real dollars to the employer, the

         12  payroll tax savings, and the benefits to all New

         13  Yorkers by decreasing congestion, traffic congestion

         14  and air pollution.

         15                 MR. HENDERSON:  I'd say that's 100

         16  percent accurate. I believe the TransitCenter

         17  currently charges 4.55 percent administrative fee,

         18  plus a small shipping fee on transit fares and then

         19  the employer saves the employer's side of FICA taxes

         20  on the transit benefit, which is in excess of seven

         21  percent.  So there is a monetary incentive to use

         22  the system as well as the incentive of increasing

         23  employee morale.

         24                 CHAIRPERSON LIU: Thank you.  Thank

         25  you very much Mr. Henderson and it's always
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          2  important for us to get your input and the input of

          3  the Permanent Citizens Advisory Committee to the MTA

          4  on record.

          5                 MR. HENDERSON: Well we appreciate the

          6  opportunity to testify.

          7                 CHAIRPERSON LIU: Thank you.

          8                 Now let's call up our next witness,

          9  Ms. Nathalie Vanheusden of TransitCenter, Inc.  Let

         10  me note that we have been joined by Council Member

         11  Diana Reyna from Brooklyn.  Ms. Vanheusden, thank

         12  you for joining us this morning.

         13                 MS. VANHEUSDEN:  Well, thank you

         14  Chairman Liu and Members of the Committee.  It's

         15  actually wonderful to be the next testifying person

         16  after Mr. Henderson because he provided wonderful

         17  testimony.  Since we wrote you something, I will

         18  take this opportunity to go through some of our

         19  arguments in favor of this Int. No. 429.

         20                 So my name is Nathalie Vanheusden and

         21  I am the Business Development Officer at

         22  TransitCenter, Inc.  We are a non profit corporation

         23  whose mission is to encourage the use of mass

         24  transit through providing tax- free commuter benefit

         25  programs to businesses in the region and nationwide.
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          2  TransitCenter supports the Council's efforts to

          3  increase the availability and use of commuter

          4  benefits to all New Yorkers.

          5                 So for those of you who may not be

          6  familiar with us, our company is the leading

          7  provider of commuter benefit programs in the

          8  tri-state area and nationwide. Our corporate mission

          9  is to encourage greater use of mass transit in order

         10  to decrease traffic congestion and improve mobility

         11  and the environment.

         12                 Created 20 years ago, TransitCenter

         13  pioneered the concept of the tax- free transit

         14  benefits with the creation of the TransitChek

         15  program, which continues to provide transit tax

         16  benefit savings to over ten thousand public and

         17  private employers and approximately 500,000

         18  commuters in the tri-state region, Mr. Henderson

         19  being one of our customers.

         20                 So as a result of our 20 year history

         21  in educating the business community and the public

         22  about commuter benefits, we have seen the number of

         23  companies offering TransitChek to their employees

         24  increase steadily.  In fact, the success of

         25  TransitCenter's effort to create and expand the
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          2  commuter tax benefit has spurred the growth of the

          3  commuter benefits industry as we know it today.

          4                 While awareness and use of tax- free

          5  commuter benefits has grown significantly through

          6  the past two decades, there is still much to do in

          7  the way of elevating their level of use to that of a

          8  standard benefit offering such as a 401Ks or health

          9  benefits. We applaud the council's efforts to expand

         10  the use of this valuable benefit City- wide.

         11                 So, commuting is a fact of life for

         12  most New Yorkers, and according to the U.S. Census

         13  Bureau's 2005 American Community Survey,

         14  approximately 55 percent of New York City workers

         15  take public transportation to work in 2005.  The

         16  cost of transportation to get to work, especially as

         17  fares and gas prices increase, can comprise a large

         18  portion of the average commuter's paycheck.  On the

         19  following page we have a chart that shows the

         20  increase in consumer spending on public

         21  transportation and while there are some peaks and

         22  valleys you see that the trend is basically upward.

         23                 In addition, a very recent study that

         24  was just released in October by the Center for

         25  Housing Policy indicates that at a national level,
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          2  transportation costs is the second largest portion

          3  of household expenses, right after housing costs.

          4  So very significant for most Americans.  Compounding

          5  the pressure on employees to manage increased living

          6  expenses, businesses are also struggling to balance

          7  employees desire for higher wages with rising

          8  healthcare, insurance and other employment costs.

          9                 Offering a commuter benefits program

         10  is an easy way for businesses to lessen the burden

         11  of rising costs to employees, and also provide

         12  valuable savings to their organizations in the form

         13  of reduced payroll costs.

         14                 Commuter benefits are a simple way

         15  for companies to put more money in their employees'

         16  pockets.  For example, an employee who earns $40,000

         17  per year and purchases a $76.00 monthly MetroCard

         18  can save over $25.00 per month in taxes by enrolling

         19  in the TransitChek program. This makes the effective

         20  cost of the 30 day MetroCard only $51.00, for an

         21  annual savings of $300.00, which can be quite

         22  significant.

         23                 Employers also save by offering

         24  commuter benefits to their workforce by reducing

         25  their payroll taxes.  For example, a company in new

                                                            16

          1  COMMITTEE ON TRANSPORTATION

          2  York City with 100 employees, with an average salary

          3  of $40,000 could save $3,500 in payroll taxes if

          4  half of its employees enrolled in commuter benefit

          5  program and utilized a $76.00 monthly MetroCard for

          6  their transit benefits. In addition to the financial

          7  windfall that commuter benefits offer to employers

          8  and commuters, they also help the environment and

          9  the community by creating an incentive to get more

         10  people to take mass transit, reduce traffic

         11  congestion and air pollution.

         12                 I would like to share with you also

         13  some of the highlights of a survey that we

         14  conducted, the TransitCenter, just recently in June

         15  with human resource professionals, the Society for

         16  Human Resource Management Annual Conference in

         17  Washington, D.C. The purpose of that survey was to

         18  gain a better understanding of the awareness of

         19  commuter benefits by HR professionals and to gauge

         20  the level of concern of employers with regard to

         21  rising gas prices. We interviewed 312 HR

         22  professionals and they represent employers from

         23  across the nation, but 31 percent of them were from

         24  New York City.

         25                 This survey indicated that the tax-
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          2  free commuter benefit programs are a solution that

          3  less than half of the nation's employers are aware

          4  of.  We are just talking awareness here, we are not

          5  even talking about providing the benefits.  In New

          6  York, the level of awareness is higher, around 63

          7  percent, which is not surprising given the fact that

          8  New York is the largest mass transit market in the

          9  nation and the TransitChek program has been offered

         10  here since 1987.

         11                 What I would like to add, that while

         12  people are aware of the benefits, they don't

         13  necessarily understand the benefits.  So they may be

         14  aware of the brand but they don't necessarily

         15  understand exactly what this does.  But still, only

         16  45 percent of those New York City employers surveyed

         17  actually offered a tax- free commuter benefit.  So

         18  this is again based on our survey, and when one

         19  considers that commuter benefits actually saves

         20  employers money on payroll taxes, in addition to

         21  saving employees roughly 30 percent on the cost of

         22  their commute it is in fact surprising that there

         23  isn't more employers offering it at this point, and

         24  it just emphasized to me to educate and promote a

         25  greater use of the commuter benefits.
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          2                 So this survey also indicates that

          3  employers are concerned with the rising cost of fuel

          4  and the impact on the cost of transportation, which

          5  could have a negative impact on recruitment,

          6  employee retention, morale and wage inflation.

          7  Seventy- two percent of these professionals express

          8  concern that rising costs will affect employees

          9  salaries, and 59 percent say they are worried that

         10  rising costs will spur employees to seek jobs closer

         11  to home.

         12                 The survey also indicated that the

         13  recent spike in gas prices raised the level of

         14  employer concern about commuter needs in general and

         15  rising commuter costs.

         16                 Despite these concerns, surprisingly,

         17  many employers have not taken steps to offer

         18  commuter benefits at their worksites. In fact, when

         19  employers were asked if they are planning to

         20  implement new initiatives to help employees cope

         21  with rising gas prices, only 20 percent of them

         22  responded positively.

         23                 With a variety of options for

         24  providing commuter benefits easily through

         25  TransitCenter or other third- party benefits
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          2  providers, business that offer commuter benefits can

          3  have a significant impact on improving the quality-

          4  of- life of their employees, while at the same time

          5  improving their own bottom lines. Unlike many other

          6  employer benefits such as health insurance, commuter

          7  benefits can be enjoyed on a daily basis by

          8  employees, so there is a significant amount of good

          9  will and positive morale generated by offering them

         10  at the workplace.  This by the way, has been

         11  consistently told by our customers to us, that is

         12  very well received by its employees, once it is

         13  implemented.

         14                 TransitCenter's market research also

         15  indicates that there is a healthy demand for

         16  commuter benefits by employees.  In 2004 we

         17  conducted a study with about 3,000 employees across

         18  the tri-state area, questioning them about their

         19  commuting habits and their understanding and use of

         20  tax- free commuting benefits.  What the study showed

         21  us was that 28 percent of employees surveyed said

         22  their employer offered a commuter tax benefit

         23  program.  Remember this was two years ago and 19

         24  percent of commuters surveyed said they participate

         25  in a commuter tax benefit program and over 80
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          2  percent of commuters surveyed would be interested in

          3  participating in a commuter tax benefit program if

          4  it existed in their company.

          5                 And of employees that participate in

          6  the TransitChek program 14 percent said they did not

          7  use transit before they joined the program.

          8  Finally, TransitChek tax benefits resulted in

          9  employees taking more transit trips, particularly

         10  during weekends and evenings.

         11                 So the '04 study also indicated that

         12  the availability of transit benefit programs

         13  encourages employees to use mass transit, which

         14  contributes to less auto traffic and reduced air

         15  pollution.  Another national study, conducted by the

         16  Transit Cooperative Research Project last year,

         17  found that the transit benefit programs typically

         18  increase transit ridership by ten percent or more at

         19  participating worksites.  So that is consistent with

         20  what we had found two years ago.

         21                 So when you factor in the financial

         22  benefit to the employees, to the companies in their

         23  reduced payroll taxes, and the benefit to the

         24  environment, tax- free commuter benefits provide a

         25  win- win situation for the business community, the
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          2  City and the workforce.

          3                 During these times of fluctuating gas

          4  prices, escalating healthcare and housing costs, and

          5  the overall cost of living and doing business in the

          6  tri-state area, tax-free commuter benefits provide

          7  an affordable and easy way for both companies and

          8  commuters to help their bottom lines.  In light of

          9  what we have learned through our research about the

         10  demand for these benefits and their potential to get

         11  more people on mass transit, which is at the heart

         12  of what TransitCenter's corporate mission is, we

         13  support the Council's efforts to further the use of

         14  commuter benefits.

         15                 I would be happy to answer any other

         16  questions that you may have.

         17                 CHAIRPERSON LIU: Thank you very much

         18  Ms. Vanheusden. I would like to note that we have

         19  been joined by Council Member Larry Seabrook from

         20  the Bronx and Council Member Miguel Martinez from

         21  Manhattan.

         22                 Again, it seems like this should be a

         23  no- brainer. That the benefits again for the

         24  employees, the employers, the general public just

         25  far outweigh any kind of cost of paperwork or

                                                            22

          1  COMMITTEE ON TRANSPORTATION

          2  administrative work that needs to be done.

          3  Effectively, we are basically gloating people to

          4  take advantage of a program that is essentially paid

          5  for by the Federal Treasury, because they are

          6  Federal tax benefits that are provided by the IRS.

          7                 You provide an example that I think

          8  is a very good example and I just wanted to build on

          9  that a little  bit.  In your testimony you pointed

         10  out that an employer with about 100 employees with

         11  an average salary of $40,000 saves $3,500 a year on

         12  payroll taxes, if just half of their employees

         13  enrolled in such a program, getting a monthly

         14  MetroCard.

         15                 For a company like this, do you know

         16  what the administrative fees approximately that it

         17  would pay?

         18                 MS. VANHEUSDEN:  As Mr. Henderson

         19  indicated, if you are talking about our own

         20  organization, it's four- and- a- half percent fee on

         21  the cost of the passes.

         22                 CHAIRPERSON LIU: Okay. So four and

         23  one- half percent, say five percent of $76.00.

         24                 MS. VANHEUSDEN: Yes.

         25                 CHAIRPERSON LIU: That would be the
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          2  fee for each MetroCard that's administered through

          3  this program.

          4                 MS. VANHEUSDEN: Yes.

          5                 CHAIRPERSON LIU: And that's the total

          6  cost to the employer, nothing else?

          7                 MS. VANHEUSDEN: Yes.

          8                 CHAIRPERSON LIU: That's less than

          9  $4.00 a MetroCard.

         10                 MS. VANHEUSDEN: That's right.

         11                 CHAIRPERSON LIU: So, $4.00 a

         12  MetroCard times 50 of these MetroCards, that's

         13  $200.00.  That's $200.00 in administrative fees and

         14  the employer saves $3,500 in payroll taxes.  Am I

         15  missing something here?

         16                 MS. VANHEUSDEN: No. You're right.

         17  You are absolutely right.  It doesn't cost the

         18  employer anything.

         19                 CHAIRPERSON LIU:  So, it's just a

         20  question of like, well this is one of those new

         21  fangled ideas, even though it's been around for many

         22  years now.  And, even though there is a substantial

         23  savings in percentage terms, maybe the actual

         24  dollars of saving, for whatever reason, doesn't seem

         25  to be quite worth the while for the employer to look
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          2  into this?

          3                 MS. VANHEUSDEN: As I mentioned, the

          4  education, the level of awareness in New York City

          5  exists, but the understanding of what this benefit

          6  does, isn't.  So we have been very active in trying

          7  to help HR professionals understand those benefits.

          8  So if you are not seeing perhaps, well if we still

          9  do not have as many employers buying into the

         10  benefit, I think it's a lack of knowledge, rather

         11  than a lack of wanting to do it.

         12                 CHAIRPERSON LIU: Right.  And I really

         13  want to explore this to understand what's happening

         14  here.  The company pays a provider such as

         15  TransitCenter the four-and-a-half percent.  In your

         16  example it comes out to about $200.00 whereas they

         17  would save $3,500 in payroll taxes.

         18                 MS. VANHEUSDEN: Yes.

         19                 CHAIRPERSON LIU: But, to be fair, on

         20  the employers side, is there a lot of work that they

         21  have to do even just getting the information to

         22  TransitCenter?  I'm sure, they have to do just a

         23  little bit of work.

         24                 MS. VANHEUSDEN:  They do.  They have

         25  to send in an order form.
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          2                 CHAIRPERSON LIU: So the cost, the

          3  administrative cost on their end, in addition to the

          4  fees that they would pay to a provider like

          5  TransitCenter, they are not significant.

          6                 MS. VANHEUSDEN: They are not

          7  significant. No, they are not significant.

          8                 CHAIRPERSON LIU: Okay.  So that just

          9  in my opinion renders the reasoning behind any

         10  reluctance on the part of the administration to be

         11  moot.  This is a program, that it makes sense for a

         12  variety of reasons to legislate and we certainly

         13  will continue to look closely at this particular

         14  issue.  We have a question from Council Member

         15  Garodnick.

         16                 COUNCIL MEMBER GARODNICK: Thank you

         17  Mr. Chairman.  Just to follow up on that for a

         18  second.

         19                 MS. VANHEUSDEN: Yes.

         20                 COUNCIL MEMBER GARODNICK: The

         21  administrative burden for businesses, you said it is

         22  not significant.  I was listening to Mr. Henderson

         23  before and he said that in his two person situation

         24  that they need to fill out the form every six

         25  months.
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          2                 Is that a form that needs to filled

          3  out every six months for every employee?

          4                 MR. HENDERSON: No, it does not.

          5                 MS. VANHEUSDEN: No.  Actually, the

          6  employer decides when they want to send us the

          7  order.  They have the opportunity to do it on a

          8  monthly, a quarterly, a semi- annually or an

          9  annually basis.  So the employer decides when they

         10  want to place the order and they place the order for

         11  their entire organization.

         12                 COUNCIL MEMBER GARODNICK: So, it's

         13  one form, with a list of employees.

         14                 MS. VANHEUSDEN: Not even.  A list of

         15  products they want to purchase from us.  And then

         16  the employer takes care of distributing it their

         17  employees and they decide how they want to do that.

         18                 COUNCIL MEMBER GARODNICK: So within

         19  the company, they would need they would need the

         20  first -- I'm just trying to figure out exactly what

         21  they would need to figure out internally to be able

         22  to move forward, because it seems that Chairman Liu

         23  was addressing the issue of the example you gave,

         24  $3,500 in payroll tax benefits with maybe 200 or 300

         25  dollars in administrative fees, seems like a no-
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          2  brainer for any business, with or without the law

          3  that we are discussing today.

          4                 But, what I want to understand a

          5  little more is what a business would need to do to

          6  go through the process here of being able to make an

          7  intelligent decision as to whether or not their

          8  costs might actually be greater than the 32 or 33

          9  hundred dollars and what personnel they would need

         10  to be able to have to accomplish.  For one, they

         11  would be able to evaluate the products that are

         12  available.  Is that right?

         13                 MS. VANHEUSDEN: Yes.

         14                 COUNCIL MEMBER GARODNICK: Okay.  So

         15  how do you go about, if you are a company, thinking

         16  about what might work for your employees, what does

         17  that process look like?

         18                 MS. VANHEUSDEN: Actually, let me go

         19  back.  In the industry in general there is two ways

         20  of offering this program. You could offer it where

         21  the employer administers the program or it can be

         22  offered where the third- party vendor takes on the

         23  administration.  And again, the employer will make

         24  this decision based on what best suits the needs.

         25                 If the employer decides to take on
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          2  the administration, the employer needs to survey the

          3  employees to understand what their commuting is and

          4  what their commuting needs are.  The TransitCenter

          5  offers tools to the employer to facilitate this

          6  process.  Once the employer has surveyed employees

          7  and understands what are the needs then the employer

          8  will send an order form with a list of products and

          9  the quantities that they would want.  We have an

         10  order form on line.  They send the order  We fulfill

         11  the order.

         12                 If the employer does not want to take

         13  on the administration then it works similarly to any

         14  other benefits.  In other words, the third- party

         15  vendor would work through the employer to

         16  communicate to the employee that the benefit is

         17  available.  The employees then have access to an on-

         18  line enrollment site.  They go and enroll.  Then the

         19  third- party vendor and the employer do a file

         20  exchange to do a payroll deduction.

         21                 COUNCIL MEMBER GARODNICK:  So in that

         22  second scenario where there is a third- party vendor

         23  like TransitCenter handling the actual details.

         24                 MS. VANHEUSDEN: Yes.

         25                 COUNCIL MEMBER GARODNICK: How does
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          2  that change the dollars, what you were talking about

          3  in the sample you gave for the company with 100

          4  employees, with an average salary of $40,000, saving

          5  the $3,500 payroll taxes, thinking before about what

          6  it would just be if they were administering it

          7  themselves, we talked about two or three hundred

          8  dollars additional costs for a company. What would

          9  that be if they were to turn it over to you with the

         10  third- party vendor.

         11                 MS. VANHEUSDEN: The pricing structure

         12  is somewhat different and it varies by organization

         13  size, which is the standards in benefits.  So the

         14  smaller the organizations, the higher the fees.  The

         15  larger the organizations, the lower the fees. Our

         16  fees are so capped so that the employer can take

         17  full benefit of the seven and one- half percent of

         18  the FICA payroll taxes.  We were very cognizant of

         19  that. So we want to make sure that the employer, if

         20  it's a smaller firm and decides to have

         21  TransitCenter, take over the administration, we stay

         22  within those constraints.

         23                 COUNCIL MEMBER GARODNICK: So for a

         24  company with 100 employees --

         25                 MS. VANHEUSDEN: Yes
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          2                 COUNCIL MEMBER GARODNICK: -- What

          3  would be the percentage fee that a third- party

          4  vendor would take like I'll just ask for you

          5  specifically, for the administration of the program.

          6                 MS. VANHEUSDEN: It's not on a percentage

          7  base.

          8                 COUNCIL MEMBER GARODNICK: Help me

          9  understand exactly how that works.

         10                 MS. VANHEUSDEN: It's a fee for

         11  employee.  Again, those are standard benefit's

         12  industry pricing procedure.  We charge a fee per

         13  employee and we have organized our pricing structure

         14  so that, even a small organization, would not --

         15  Again, you are asking me questions specific to my

         16  organization.  When you are thinking about the

         17  legislation you need to think about all third party

         18  vendors.  We all have different pricing points.

         19                 We all price differently, some

         20  higher, some lower. So it really varies on the

         21  third-party vendors.  From the TransitCenter

         22  standpoint, because we are committed to the small

         23  business, we have made our pricing structure such

         24  that whether they choose to administer the program

         25  themselves, or they come to us and we take on a
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          2  portion of that administration, we stay within the

          3  7.6 FICA limit.  That is our choice.  Other third-

          4  party vendors may decide to do that differently.

          5  There are choices for employers to put this program

          6  into place.

          7                 COUNCIL MEMBER GARODNICK: I guess the

          8  reason I was focusing on the 100 was because that

          9  was the example that you had in your testimony.  The

         10  reason why I am asking all these questions is

         11  because it seems to me this is something which an

         12  employer today could voluntarily undertake.  Is that

         13  right?

         14                 MS. VANHEUSDEN: Absolutely.

         15                 COUNCIL MEMBER GARODNICK: Okay.  And

         16  so to me from your testimony it seems like such an

         17  easy call, not only for the social benefit for it,

         18  but also financial benefits for any individual

         19  entity, even taking into account the administrative

         20  fee is whether operating yourself or hiring a third-

         21  party vendor to undertake.  I was just trying to

         22  figure out, and I must admit, I don't completely

         23  still understand whether or not, certainly in your

         24  situation, it seems you keep the price so that there

         25  will always be a financial benefit to a small
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          2  business undertaking this.  But whether or not that

          3  is not always the case and whether it comes closer

          4  to the line so that this could be just more of a

          5  hassle for a business in making these decisions.

          6  And that's why I am pursuing this.

          7                 MS. VANHEUSDEN: I can't speak for

          8  others in the business.

          9                 COUNCIL MEMBER GARODNICK:  How many

         10  other entities provide the service that you do here

         11  in New York City?

         12                 MS. VANHEUSDEN: Well, in New York

         13  City we clearly dominate, we have a leadership

         14  position because we have been here and that's where

         15  we started.  Throughout the nation there is an

         16  increasing interest in offering commuter benefits.

         17  And what we are seeing is our industry is really

         18  growing and evolving and you are seeing pre- tax

         19  benefit providers entering this market.  They are

         20  not just offering commuter benefits, they are

         21  offering health pre tax benefits.  You are seeing

         22  health care providers entering the market.  You are

         23  seeing an increasing number of competition

         24  increasing.  So we have several competitors.

         25                 COUNCIL MEMBER GARODNICK: Nationally.
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          2                 MS. VANHEUSDEN: Nationally and local.

          3

          4                 COUNCIL MEMBER GARODNICK: Now, when

          5  you say local you dominate the market.

          6                 MS. VANHEUSDEN: I shouldn't have said

          7  that.  We have a very significant share of the

          8  market because we have been very present.  We've

          9  been very active in communicating with the employer,

         10  a community here in New York.  This is our home, so

         11  we have a very strong position here.

         12                 COUNCIL MEMBER GARODNICK: Then let me

         13  just re- ask the question, since I don't know the

         14  answer, which is.  How many entities provide the

         15  service in New York City?

         16                 MS. VANHEUSDEN: All of our

         17  competitors provide --

         18                 COUNCIL MEMBER GARODNICK: I just want

         19  to know roughly how many.

         20                 MS. VANHEUSDEN: There is about, at

         21  this point, let's say four, including ourself

         22  competitors, which are really focused on this

         23  benefit.  But, we are seeing an increasing number of

         24  participants in the benefit.  You know organizations

         25  who focus maybe more on the health care who realize
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          2  that with other commuter benefits, they cannot

          3  compete, so we are seeing that evolution.

          4                 COUNCIL MEMBER GARODNICK: So four

          5  total at the moment and at what percentage of the

          6  market do you have would you say?

          7                 MS. VANHEUSDEN:  To be honest with

          8  you, it is very difficult for us to provide you with

          9  a real number.  This is a very young industry and

         10  information is very difficult to gather around a

         11  specific benefit.

         12                 COUNCIL MEMBER GARODNICK:  Okay, the

         13  last question I have for you was on the just

         14  fundamental number that we are talking about here

         15  for this legislation, the number 50.  Employers of

         16  50 or more.

         17                 MS. VANHEUSDEN: Right.

         18                 COUNCIL MEMBER GARODNICK: Help me

         19  understand why that is the correct number as opposed

         20  to say 25 or 75 or 100 or 1. Why the number 50?

         21                 MS. VANHEUSDEN: Actually, that is an

         22  interesting question.  I guess I could return the

         23  question to you as well.  Why the number 50?

         24                 COUNCIL MEMBER GARODNICK: You don't

         25  have any particular feeling that it should be that
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          2  number as opposed to any other number.

          3                 MS. VANHEUSDEN: No.

          4                 COUNCIL MEMBER GARODNICK: Okay.

          5                 MS. VANHEUSDEN: No.

          6                 COUNCIL MEMBER GARODNICK: Okay

          7                 MS. VANHEUSDEN: No, absolutely no.

          8                 COUNCIL MEMBER GARODNICK: Okay.

          9  Thank you.

         10                 CHAIRPERSON LIU: Thank you.  Just to

         11  follow very briefly on Council Member Garodnick's

         12  question.  If the employer were to turn all the

         13  administration of the program over to say

         14  TransitCenter.  How much would it cost?  I know

         15  based on your example they would have to pay the

         16  four- and- a- half percent administrative fee, which

         17  is a little under $200 for this example. But, if

         18  they were to turn the administration over completely

         19  to TransitCenter, you had stated that there is a

         20  per- employee cost. A dollar amount not a percentage

         21  amount.

         22                 MS. VANHEUSDEN: Yes.

         23                 CHAIRPERSON LIU: And you don't have

         24  to tell us if it's not, if it's going to --

         25                 MS. VANHEUSDEN: They would break
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          2  even.

          3                 CHAIRPERSON LIU: Okay.

          4                 MS. VANHEUSDEN: It would offset the

          5  administration-

          6                 CHAIRPERSON LIU: Earlier were you

          7  saying that TransitCenter, because it really is an

          8  advocacy group -- and by the way according to your

          9  testimony TransitCenter is a non- profit entity --

         10                 MS. VANHEUSDEN: Yes, we are.

         11                 CHAIRPERSON LIU: -- Advocating the

         12  use of mass transit.

         13                 MS. VANHEUSDEN: We are.

         14                 CHAIRPERSON LIU: So, did you say that

         15  TransitCenter essentially guarantees that the

         16  administrative costs, the total administrative cost

         17  for the employer would not exceed the payroll tax

         18  savings?

         19                 MS. VANHEUSDEN: I don't know that I

         20  would word it this way, but I think it's a

         21  commitment we're making.

         22                 CHAIRPERSON LIU: Okay.

         23                 MS. VANHEUSDEN: I'm quite sure that

         24  the benefit is available to all size organizations.

         25                 CHAIRPERSON LIU: Okay. Great. And
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          2  then one question from Council Member Lappin.

          3                 COUNCIL MEMBER LAPPIN: I was going to

          4  ask, unless I missed it.  You said earlier you

          5  charge a fee per employee.  So I just want to know,

          6  with 50 employees, what is your fee per employee to

          7  administer the benefit?

          8                 MS. VANHEUSDEN: Again, you are asking

          9  me for somewhat competitive information.

         10                 CHAIRPERSON LIU: You don't have to

         11  answer if truly is it.

         12                 COUNCIL MEMBER LAPPIN: Okay thank

         13  you.

         14                 CHAIRPERSON LIU:  Thank you very much

         15  for your time. We didn't mean to put you on the

         16  spot, we just to get your expertise because this is

         17  something that is a value to all New Yorkers.

         18                 MS. VANHEUSDEN: I just wanted to add

         19  one more point. While we focus a great deal on the

         20  cost and the administration, I want to emphasize

         21  that whenever a program like this is put in place,

         22  the employees are so grateful to their employer that

         23  it's really giving the employer the edge in terms of

         24  employee- good- will. So, this is a very important

         25  point to make, because we hear it over and over
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          2  again.  It's a relatively small benefit compared to

          3  the others, but the good- will that is generated in

          4  helping employees cope with the second highest

          5  expense, really helps a great deal.

          6                 CHAIRPERSON LIU: That is a point well

          7  taken in your testimony.

          8                 MS. VANHEUSDEN: Thank you.

          9                 CHAIRPERSON LIU: Thank you.

         10                 This is the second Hearing we have

         11  held in this Committee on the subject of pre- tax,

         12  mass transit benefits.  There being no other

         13  witnesses, this Hearing of the City Council on

         14  Transportation is adjourned.

         15                 (Hearing concluded at 11:00 a.m.)
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