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Reg. Section 1.132-9(b), Q&A-12 
Qualified transportation fringes 
 
 
Q-12.  
 

What is a compensation reduction election for purposes of section 132(f)? 
 
A-12.  
 

(a) Election requirements generally. A compensation reduction arrangement is an 
arrangement under which the employer provides the employee with the right to elect 
whether the employee will receive either a fixed amount of cash compensation at a 
specified future date or a fixed amount of qualified transportation fringes to be provided 
for a specified future period (such as qualified parking to be used during a future calendar 
month). The employee's election must be in writing or another form, such as electronic, 
that includes, in a permanent and verifiable form, the information required to be in the 
election. The election must contain the date of the election, the amount of the 
compensation to be reduced, and the period for which the benefit will be provided. The 
election must relate to a fixed dollar amount or fixed percentage of compensation 
reduction. An election to reduce compensation for a period by a set amount for such 
period may be automatically renewed for subsequent periods. 

 
(b) Automatic election permitted. An employer may provide under its qualified 

transportation fringe benefit plan that a compensation reduction election will be deemed 
to have been made if the employee does not elect to receive cash compensation in lieu of 
the qualified transportation fringe, provided that the employee receives adequate notice 
that a compensation reduction will be made and is given adequate opportunity to choose 
to receive the cash compensation instead of the qualified transportation fringe. See § 
1.401(a)-21 of this chapter for rules permitting the use of electronic media to make 
participant elections with respect to employee benefit arrangements. 
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