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In 2008, Congress passed the Energy Improvement and Extension Act.  Inside the bill was a new type of fringe benefit 

allowing employers to reimburse employees for bicycle expenses without being subject to taxes (payroll taxes or income 

taxes).  Congress sought to incentivize two things: commuting by means other than a passenger vehicle and exercising.   

 

Reimbursements. The annual limit is $20 per month for the number of months the employee commuted by bike. For 

example, an employee who did not bike in January and February would be eligible for reimbursement of $200 for the 

year. The employer has the option to reimburse the employee throughout the year, i.e. monthly, or all at once for the 

entire year. The employer has until March 31 of the following year to reimburse employees for expenses incurred during 

the year.  

 

What qualifies? Reimbursements can be for “reasonable expenses incurred by the employee during the calendar year 

for the purchase of a bicycle and bicycle improvements, repair, and storage, if such bicycle is regularly used for travel 

between the employee’s residence and place of employment” (IRC 132(f)(5)(F)(i)). The employer must keep record of 

the reimbursed expenses; therefore before being reimbursed the employee should provide copies of receipts and a 

written statement of the amount of months the employee commuted by bicycle.   

 

Restrictions. Employees are ineligible to receive bicycle reimbursement benefits in months they receive parking, transit 

pass, or highway commuter vehicle reimbursements (the other qualified transportation fringe benefits).  Also note 

bicycle expenses cannot be paid for with a salary reduction agreement as is possible with the other transportation fringe 

benefits. 

 

Incentives. This benefit is an inexpensive way to incentivize employees to bike to work or reward those who already do. 

Cycling reduces traffic on the road and vehicle emissions while increasing employees’ physical activity and health. Also, 

in the example used earlier, an employer’s reimbursement of $200 would actually cost $170 for an employer in the 15% 

tax bracket.  Because it’s a fringe benefit, the employer does not pay payroll taxes on it but can still deduct it as a 

business expense. For employers who may be unable to offer more competitive compensation, this is an affordable and 

novel option many employers do not offer (because they are unaware of it).  

 

Administering bicycle commuting reimbursements are easy (no election or registration with any government body is 

required), and they are a great perk to offer potential or existing employees. Considering all of the cyclists in Missoula, 

there must be employers willing to offer this incentive.   

 

If you are interested and would like more information, contact your local CPA or human resources professional. 

 

                                                           
Note if the employer is a member of the Missoula Downtown Association, their employees are entitled to a Mountain 
Line EZ Pass each month at no charge. If the employee doesn’t take advantage of this, he or she maintains eligibility for 
bicycle expense reimbursements. 

http://www.ghg-cpa.com/
http://www.missoulainmotion.com/EZ_PASS_Program
http://www.missoulainmotion.com/EZ_PASS_Program

