
 
BULLETIN Number 123 (REVISED) 
Payroll/Personnel Services Division January 3, 2008 

Revisions to Commuting Benefit Procedures 
 

This Bulletin affects both Personnel and Payroll Offices.  This 
procedure updates your Procedures Manual, Appendix K—Special 
Procedures, Commuting Benefit Procedures. 

 
 
 
About this 
Bulletin 
 

The attachment to this Bulletin updates Appendix K—Special 
Procedures, Commuting Benefit Procedures, and Bulletin 116, issued on 
December 1, 2003.  This updated Appendix K replaces pages K-13 
through K-18 in your Payroll/Personnel Procedures Manual.   

 

File This 
Bulletin 

Please file this Bulletin and its attachment in your Payroll/Personnel 
Procedures Manual, Appendix K, between pages K-13 and K-18. 
 
 

Additional 
Information 

If you have any questions about this Bulletin, please call Audits 
Supervisor Akbar Shaikh at 558-7875. 
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COMMUTING BENEFIT PROCEDURES FOR CITY OWNED VEHICLES 
 

 
SUMMARY This section describes the “commuting benefit” regarding city 

vehicles and tells you how to post this benefit on the Time 
Sheet. 

 
ABOUT THE COMMUTING BENEFIT 
 

Commuting in a 
City Vehicle is a 
Taxable, Non-Cash 
Benefit

IRS regulations require that when an employee commutes in 
a vehicle provided by the City, the dollar value of this benefit 
must be added to the employee’s taxable income.  The 
employee’s actual cash earnings do not increase; however, 
State and federal taxes, FICA, SDI, and City retirement are 
withheld on the benefit value.  (PERS Retirement is not 
withheld.) 
 
The benefit value appears on the employee’s W-2 form both 
as a separate item and as part of the employee’s total taxable 
income. 
 

Posting the Benefit You must post the commuting benefit on the Time Sheet 
each pay period for the employees in your department who 
commute in a City-owned vehicle.  (Exception: See list of 
exempted vehicles below.) 
 
Use either the “Cents Per Mile” or “Annual Lease Value” 
method to post the benefit for control employees and elected 
officials.  Both procedures are explained on the following 
pages. 
 

Defining Exempt 
Vehicles

The following vehicles are exempt from taxation requirement:

• Clearly marked police and fire vehicles 

• Delivery trucks with seating only for the driver, or 
only for the driver except for a folding jump seat 

• School and passenger buses with a capacity of 20 or 
more persons 

• Cargo carriers with over 14,000 pounds capacity 

• Ambulances, hearses, flatbed trucks, and bucket 
trucks 

• Tractors and other special- purpose farm vehicles 
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The following vehicles are conditionally exempt: 

• Unmarked law enforcement vehicles when used for 
authorized purposes and operated by a full-time law 
enforcement officer 

• Specialized utility repair trucks (except vans and 
pickup trucks) 

 
How the 
Commuting Benefit 
Appears on Pay 
Statements and 
Report 10

The benefit value appears as UNPD BEN (unpaid benefit) on 
the employee’s pay statement and on Report 10. 
 
NOTE:  Because the benefit value is included in the 
employee’s gross pay, but is not paid to the employee in 
cash, gross pay minus deductions will not equal net pay.  
Instead, gross pay minus the benefit value minus deductions 
equals net pay. 
 

 
 
HOW TO POST THE COMMUTING BENEFIT FOR ALL EMPLOYEES EXCEPT 
CONTROL EMPLOYEES AND ELECTED OFFICIALS 
 

 For all employees except control employees and elected 
officials approved by the Board of Supervisors,∗ post the 
commuting benefit on the Time Sheet each pay period as 
follows: 

• Use special pay code 27A 

• Under “Count,” write the number of days in the pay 
period that the employee commuted in a city owned 
vehicle.  (The employee or the employee’s 
supervisor is responsible for giving you this 
information each pay period.)  If the employee drove 
only one way, count this as a half-day (0.5).  The 
Payroll System will assign a benefit value of $3.00 
per round-trip commute ($1.50 each way). 

 
Example:  If the employee drove the vehicle to and from 
work four days and only to work another day, the count 
would be 4.5, and you would post it as follows: 

CODE

27A 4. 5
COUNT

SPECIAL PAY

 

                                                 
∗ EXCEPTION:  Use this method for elected or appointed officials if the City provided the vehicle to the employee 
solely for commuting because of unsafe conditions.  Unsafe conditions exist if, under the facts and circumstances, a 
reasonable person would consider it unsafe for the employee to walk or use public transportation at the time of day 
the employee must commute.  REFERENCE:  IRS Pub. 15-B, Employer’s Tax Guide to Fringe Benefits. 
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NOTE:  If more than one employee commutes in a vehicle, 
the commute benefit should be posted for each rider.  (Each 
rider is responsible for reporting his or her commute trips, 
including emergency commutes)  On-call employees who 
respond to an after-hours emergency from home should be 
charged for the emergency commute in addition to their 
regular commute. 

 
 
HOW TO POST THE BENEFIT VALUE FOR CONTROL EMPLOYEES AND ELECTED 
OFFICIALS 
              A control employee of a federal, state or local government 
              employer is any elected official or any employee whose 
              compensation equals or exceeds that of a federal employee 
              at Executive Level V ($136, 200 in 2007).   The control  

 employees and elected officials who receive the commuting 
benefit are responsible for telling you which calculation 
method to use, and for notifying you if the calculation 
method should be changed.  For control employees 
approved by the Board of Supervisors and elected officials, 
there are two ways to calculate the value of commuting:*

• The “Cents Per Mile” method 

• The “Annual Lease Value” method 

 
THE “CENTS PER MILE” METHOD 
 

When to Use the 
“Cents Per Mile” 
method
 
 

The Cents Per Mile method may be used if the following 
conditions are met: 
• The vehicle must be regularly used in your trade or 

business and the vehicle must meet the mileage test of  
at least 10,000 miles, annually (including personal        
use.)  

• The city vehicle’s fair market value is $15,100 or less.  
Once this method is used, it must be used every year 
that the employee commutes in a city car worth 
$15,100 or less. 

 
IMPORTANT:  The employer is responsible for finding 
out the car’s fair market value and deciding which method 
to use.  (If the vehicle is worth $15,100 or less, the 
employee may use this method or the annual-lease-value 
method.)  See page K-43 for information about fair market 
value. 
 

                                                 
* EXCEPTION:  Use the method on the previous page for elected or appointed officials if the City provided the 
vehicle to the employee solely for commuting because of unsafe conditions.  Unsafe conditions exist if, under the 
facts and circumstances, a reasonable person would consider it unsafe for the employee to walk or use public 
transportation at the time of day the employee must commute.  REFERENCE:  IRS Pub. 15-B, Employer’s Tax 
Guide to Fringe Benefits. 
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What the Employee 
Must Report 
 

When an employee chooses this method, find out if the 
employee or the City will be purchasing gasoline for the car. 
 
At the end of each pay period, the employee must report the 
number of commute miles driven during the pay period.  In 
addition, the employee must report the date on which the 
personal and business miles for the calendar year exceed 
10,000.  This confirms they have met the Cents Per Mile 
mileage requirements. 
 

How to Post the 
Benefit Using the 
“Cents Per Mile” 
method
 

1. To post, first assess which pay code to use.  If the City 
paid for the gasoline, use special pay code 27B.  If the 
employee paid for the gasoline, use special pay code 
27D.  (The Payroll System will assign a benefit value of 
$0.5050 per mile for city paid gasoline, or of $0.4500 
per mile for employee paid gasoline). 

 
2. Under “Count,” write the number of miles the employee 

commuted.  Use a decimal point and one number to the 
right of the decimal point.  See the example below. 

  
 Example:  If the employee has commuted 45 miles this 

pay period, you would post this as follows: 
 

CODE

27B 45. 0

SPECIAL PAY

COUNT

 
 

 
THE “ANNUAL LEASE VALUE” METHOD 
 

When to Use the 
Annual Lease Value 
Method 
 

There are no special requirements that must be met to use 
the Annual Lease Value method. 
 
NOTE:  The employer is responsible for finding out the fair 
market value.  Employers who receive the commuting 
benefit have been given instructions for doing this.  For your 
information, instructions are provided on page K-43. 
 

What the Employee 
Must Report 
 

Each pay period, the employee must report to you (1) the 
number of commute miles driven during the pay period, and 
(2) personal plus business miles, equaling total miles driven. 
 

How to Calculate 
and Post the Benefit 
using the Annual 
Lease Value 
Method

As opposed to the Cents Per Mile method where the 
calculations are generated by the payroll system, with the 
Annual Lease Value method, payroll personnel must 
calculate the value of the commute miles driven.  To 
calculate and post the benefit, do the following: 
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 1. Determine the Annual Lease Value of the vehicle from 
the following table, using the fair market value of the 
vehicle. 

 
 

ANNUAL LEASE VALUE TABLE 
 

Automobile Fair 
Market Value

Annual  
Lease Value

 Automobile Fair 
Market Value

Annual  
Lease Value

$ 0 – 999 $ 600  $ 22,000 – 22,999 $ 6,100 
 1,000 – 1,999  850   23,000 – 23,999  6,350 
 2,000 – 2,999  1,100   24,000 – 24,999  6,600 
 3,000 – 3,999  1,350   25,000 – 25,999  6,850 
 4,000 – 4,999  1,600   26,000 – 27,999  7,250 
 5,000 – 5,999  1,850   28,000 – 29,999  7,750 
 6,000 – 6,999  2,100   30,000 – 31,999  8,250 
 7,000 – 7,999  2,350   32,000 – 33,999  8,750 
 8,000 – 8,999  2,600   34,000 – 35,999  9,250 
 9,000 – 9,999  2,850   36,000 – 37,999  9,750 
10,000 – 10,999  3,100   38,000 – 39,999  10,250 
11,000 – 11,999  3,350   40,000 – 41,999  10,750 
12,000 – 12,999  3,600   42,000 – 43,999  11,250 
13,000 – 13,999  3,850   44,000 – 45,999  11,750 
14,000 – 14,999  4,100   46,000 – 47,999  12,250 
15,000 – 15,999  4,350   48,000 – 49,999  12,750 
16,000 – 16,999  4,600   50,000 – 51,999  13,250 
17,000 – 17,999  4,850   52,000 – 53,999  13,750 
18,000 – 18,999  5,100   54,000 – 55,999  14,250 
19,000 – 19,999  5,350   56,000 – 57,999  14,750 
20,000 – 20,999  5,600   58,000 – 59,999*  15,250 
21,000 – 21,999  5,850    

*  For vehicles with a fair market value of over $59,999, the Annual Lease Value is 
equal to:  (0.25 X fair market value of auto) + 500. 

 
 2. Each pay period, calculate the dollar value of the 

benefit, as follows: 
 

a. Divide the Annual Lease Value by 26 to get a “two-
week lease value.” 
 
Example:  $3,850 ÷ 26 = $148.08 

 
b. Divide the number of commute miles driven during 

the pay period by the total miles driven during the 
pay period to get the fraction of commuting use.  
(Round the fraction to two numbers to the right of 
the decimal point.) 
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Example:  40 commute miles ÷ 140 total miles = 
0.29 

 
c. Multiply the two-week lease value by the fraction of 

commute use to get the commute-use value. 
 
Example:  $148.08 x 0.29 = $42.94 

 
d. If the City provided the gasoline, add 5.5¢ for each 

commute mile to the total from step c. 
 
Example:  5.5¢ ($0.055) x 40 commute miles = 
$2.20; $2.20 + $42.94 = $45.14 

 
3. Each pay period, post the dollar value of the commuting 

benefit on the Time Sheet, as follows: 
 

• Use special pay code 27F. 

• Under “Count” write the dollar amount of the 
benefit, using a decimal point and one number to the 
right of the decimal point.  (Round the benefit 
amount to the nearest dollar.) 

 
Example:  If the employee’s benefit was $45.14, you would 
post the commuting benefit as follows: 
 

CODE

27F 45. 14

SPECIAL PAY

COUNT
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