P RADFORD

BRADFORD ... peduction Letter

CLICK HERE to return to the home page

Reg. Section 1.132-9(b), Q&A-22
Quialified transportation fringes

Q-22.

A-22.

(a)

(b)

(©)

What are the reporting and employment tax requirements for qualified transportation
fringes?

Employment tax treatment generally. Qualified transportation fringes not exceeding the
applicable statutory monthly limit described in Q/A-7 of this section are not wages for
purposes of the Federal Insurance Contributions Act (FICA), the Federal Unemployment
Tax Act (FUTA), and federal income tax withholding. Any amount by which an
employee elects to reduce compensation as provided in Q/A-11 of this section is not
subject to the FICA, the FUTA, and federal income tax withholding. Qualified
transportation fringes exceeding the applicable statutory monthly limit described in Q/A-
7 of this section are wages for purposes of the FICA, the FUTA, and federal income tax
withholding and are reported on the employee's Form W-2, Wage and Tax Statement.

Employment tax treatment of cash reimbursement exceeding monthly limits. Cash
reimbursement to employees (for example, cash reimbursement for qualified parking) in
excess of the applicable statutory monthly limit under section 132(f) is treated as paid for
employment tax purposes when actually or constructively paid. See §8 31.3121(a)-2(a),
31.3301-4, 31.3402(a)-1(b) of this chapter. Employers must report and deposit the
amounts withheld in addition to reporting and depositing other employment taxes. See
Q/A-16 of this section for rules governing cash reimbursements.

Noncash fringe benefits exceeding monthly limits. If the value of noncash qualified
transportation fringes exceeds the applicable statutory monthly limit, the employer may
elect, for purposes of the FICA, the FUTA, and federal income tax withholding, to treat
the noncash taxable fringe benefits as paid on a pay period, quarterly, semi-annual,
annual, or other basis, provided that the benefits are treated as paid no less frequently
than annually.
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