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Reg. Section 1.132-9(b), Q&A-21
Qualified transportation fringes

Q-21.
How do the qualified transportation fringe rules apply to van pools?
A-21.
(a) Van pools generally. Employer and employee-operated van pools, as well as private or
public transit-operated van pools, may qualify as qualified transportation fringes. The
value of van pool benefits which are qualified transportation fringes may be excluded up
to the applicable statutory monthly limit for transportation in a commuter highway
vehicle and transit passes, less the value of any transit passes provided by the employer
for the month.
(b) Employer-operated van pools. The value of van pool transportation provided by or for an
employer to its employees is excludable as a qualified transportation fringe, provided the
van qualifies as a commuter highway vehicle as defined in section 132(f)(5)(B) and Q/A2 of this section. A van pool is operated by or for the employer if the employer purchases
or leases vans to enable employees to commute together or the employer contracts with
and pays a third party to provide the vans and some or all of the costs of operating the
vans, including maintenance, liability insurance and other operating expenses.
(c) Employee-operated van pools. Cash reimbursement by an employer to employees for
expenses incurred for transportation in a van pool operated by employees independent of
their employer are excludable as qualified transportation fringes, provided that the van
qualifies as a commuter highway vehicle as defined in section 132(f)(5)(B) and Q/A-2 of
this section. See Q/A-16 of this section for the rules governing cash reimbursements.
(d) Private or public transit-operated van pool transit passes. The qualified transportation
fringe exclusion for transit passes is available for travel in van pools owned and operated
either by public transit authorities or by any person in the business of transporting
persons for compensation or hire. In accordance with paragraph (b) of Q/A-3 of this
section, the van must seat at least 6 adults (excluding the driver). See Q/A-16(b) and (c)
of this section for a special rule for cash reimbursement for transit passes and the
substantiation requirements for cash reimbursement.
(e) Value of van pool transportation benefits. Section 1.61-21(b)(2) provides that the fair
market value of a fringe benefit is based on all the facts and circumstances. Alternatively,
transportation in an employer-provided commuter highway vehicle may be valued under
the automobile lease valuation rule in § 1.61-21(d), the vehicle cents-per-mile rule in §

1.61-21(e), or the commuting valuation rule in § 1.61-21(f). If one of these special
valuation rules is used, the employer must use the same valuation rule to value the use of
the commuter highway vehicle by each employee who share the use. See § 1.6121(c)(2)(i)(B).
(f) Qualified parking prime member. If an employee obtains a qualified parking space as a
result of membership in a car or van pool, the applicable statutory monthly limit for
qualified parking applies to the individual to whom the parking space is assigned. This
individual is the prime member. In determining the tax consequences to the prime
member, the statutory monthly limit amounts of each car pool member may not be
combined. If the employer provides access to the space and the space is not assigned to a
particular individual, then the employer must designate one of its employees as the prime
member who will bear the tax consequences. The employer may not designate more than
one prime member for a car or van pool during a month. The employer of the prime
member is responsible for including the value of the qualified parking in excess of the
statutory monthly limit in the prime member's wages for income and employment tax
purposes.

