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INT. NO. 481:                       
By: The Speaker (Council Member Miller) and Council Members Liu, Dilan, Reyna, Gonzalez, Seabrook, Martinez, Comrie, Rivera, Recchia, Stewart, Gennaro, Gentile, Baez, Clarke, Felder, Fidler, Gerson, Katz, Koppell, Lopez, Monserrate, Nelson, Quinn, Reed, Sanders, Sears, Serrano, Vann, Weprin, Yassky, Jackson and Brewer

TITLE:
To amend the administrative code of the city of New York, in relation to requiring every individual, corporation or other entity with fifty or more employees in New York City to offer such employees the opportunity to use pre-tax earnings to purchase qualified transportation benefits in accordance with federal law.

ADMINISTRATIVE CODE:
Amends section 12-139 of title 12.

INTRODUCTION


On November 24, 2003, the Committee on Transportation, chaired by Council Member John Liu, will hold a hearing on Int. No. 481.  Int. No. 481 would amend section 12-139 of the Administrative Code of the City of New York. 

BACKGROUND 

In 2000, the City Council enacted Local Law 18 in an effort to ameliorate the cost of commuting on mass transit in the City of New York.  In large part, this legislation was crafted to reap environmental benefits from making the use of mass transit more attractive by reducing its cost.  This legislation allowed employees of the City of New York to elect to use pre-tax earnings to purchase qualified transportation benefits, other than qualified parking, in accordance with federal law
 that had recently been enacted.  This effectively allowed such employees to realize personal income tax benefits authorized by the new federal law when using pre-tax earnings to purchase qualifying mass transit passes, such as unlimited monthly MetroCards.  


Local Law 18 of 2000 enabled three layers of benefits.  First, eligible employees were able to realize a cost savings in using pre-tax earnings to purchase mass transit passes
.  Second, the City of New York, as the employer under the legislation, realized payroll tax savings
.  Finally, in making mass transit a more attractive and affordable option over private motor vehicle commuting, the legislation made possible environmental benefits.  


Int. No. 481 seeks to expand upon the success of Local Law 18 of 2000 by requiring all employers with fifty or more employees in the City of New York to offer such employees the opportunity to use pre-tax earnings to purchase qualified transportation benefits in accordance with section 132.  In addition to the environmental benefits that such an initiative would generate, commuters would be able to avail themselves of much needed fiscal relief in the wake of the recent subway and bus fare increases implemented by the Metropolitan Transportation Authority – New York City Transit and to help offset a further increase, which is appearing more and more likely
.  The Council believes that this legislation represents sound public policy at any time, but in particular at this time of economic instability.

ANALYSIS


Int. No. 481 would amend section 12-139 of the Administrative Code of the City of New York by labeling the existing text
 as subdivision (a) and adding a new subdivision (b).  Subdivision (b) would require every individual, corporation or other entity with fifty or more employees in New York City to offer such employees the opportunity to use pre-tax earnings to purchase qualified transportation benefits, other than qualified parking, in accordance with federal law.

Section 132(f)
 of the Internal Revenue Code allows employers to offer its employees up to $100 per month in aggregate qualified transportation fringe benefits,
 excluding qualified parking
.  New subdivision (b) would mandate that employers covered by the bill offer a minimum amount of seventy dollars per month in pre-tax earnings to be made available to eligible employees for qualified transportation benefits, other than for qualified parking.  The seventy dollar minimum is meant to mirror the amount of a monthly MetroCard mass transit pass, the cost of which recently rose to seventy dollars.

The bill’s enactment clause states that the local law would be effective one hundred days after its enactment into law.  This time period is intended to provide employers embraced by the legislation ample time and opportunity to set up mechanisms to administer this transportation benefit program.  


 In summary, Int. No. 481 seeks to increase usage of mass transit conveyances in New York City by making the cost of mass transit passes more affordable.  The Council is keenly aware of the daily economic difficulties faced by average New Yorkers at present.  While this legislation would provide vital and ongoing fiscal relief to those employees who choose to set aside pre-tax earnings for such qualified transportation expenses, simultaneous benefits would also be bestowed upon employers captured by the legislation in the form of payroll tax savings and upon the general local environment through the encouragement of mass transit use over private motor vehicle use.  

� Section 132 of the Internal Revenue Code (15 USCA §132).


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


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


� On October 28, 2003, the Metropolitan Transportation Authority (MTA) announced that it was faced with operating deficits ranging from approximately $850 million in 2005 to approximately $1.5 billion in 2007.  While specifically stating that there would be no further fare increase until at least 2007, the MTA did indicate that the deficits it announced already factored in new “fare and toll yield” revenues that would be realized by scaling back MetroCard and EZ-PASS discounts and by raising tolls and commuter fares.  While the claim could be made by the MTA that they will not raise the base $2.00 subway and bus fare in New York City, the combined “fare and toll yield” revenues certainly could, and should, be classified as a fare increase necessitating that riders dip deeper into their pockets to ride mass transit.    


� The existing text is applicable only to employees of the City of New York.


� Of part III of subchapter B of chapter 1 of subtitle A of title 26.


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


� Employees are allowed to set aside up to $190 per month for qualified parking.
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