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Exclusion from wages.  You can generally 

exclude the value of a working condition 

benefit you provide to an employee from the 

employee's wages. 

Exception for independent contractors 

who perform services for you.  You can't 

exclude the use of consumer goods you 

provide in a product-testing program from the 

compensation you pay to an independent 

contractor. You can't exclude the value of 

parking as a working condition benefit, but 

you may be able to exclude it as a de minimis 

fringe benefit. Transit passes provided to 

independent contractors may be excluded as 

a working condition benefit if they meet the 

requirements of a working condition benefit 

described earlier. However, personal 

commuting expenses aren’t deductible as a 

business expense. Transit passes may also be 

excluded as a de minimis fringe benefit. For 

more information on de minimis 

transportation benefits, see De Minimis 

Transportation Benefits, earlier in this section. 
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Exception for company directors.  You 

can't exclude the value of the use of 

consumer goods you provide in a product-

testing program from the compensation you 

pay to a director. 

3. Fringe Benefit Valuation 

Rules 

This section discusses the rules you must use 

to determine the value of a fringe benefit you 

provide to an employee. You must determine 

the value of any benefit you can't exclude 

under the rules in section 2 or for which the 

amount you can exclude is limited. See 

Including taxable benefits in pay in section 1. 

In most cases, you must use the general 

valuation rule to value a fringe benefit. 

However, you may be able to use a special 

valuation rule to determine the value of 

certain benefits. 
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This section doesn't discuss the special 

valuation rule used to value meals provided at 

an employer-operated eating facility for 

employees. For that rule, see Regulations 

section 1.61-21(j). 

General Valuation Rule 

You must use the general valuation rule to 

determine the value of most fringe benefits. 

Under this rule, the value of a fringe benefit  

is its FMV. 

FMV. The FMV of a fringe benefit is the 

amount an employee would have to pay a 

third party in an arm's-length transaction to 

buy or lease the benefit. Determine this 

amount on the basis of all the facts and 

circumstances. 

Neither the amount the employee considers 

to be the value of the fringe benefit nor the 

cost you incur to provide the benefit 

determines its FMV. 
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Business aircraft.  Personal use of a 

company aircraft by an employee or their 

guests is a taxable fringe benefit. The term 

“employee” includes any person performing 

services in connection with which the fringe 

benefit flight was provided, and may include, 

for example, a partner, director, or 

independent contractor. The employee, not 

the guest, will be subject to a non-cash fringe 

benefit inclusion, typically as part of their W-2 

wages for an employee, a guaranteed 

payment on Schedule K-1 (Form 1065) for a 

partner in a partnership, or Form 1099-NEC 

for any other non-employee arrangement. 

There are two methods for valuing personal 

flights on company aircraft: 

1. Fair Charter Value (FCV)–This is the 

hourly rate that would be paid to 

charter a similar piloted aircraft from 

an unrelated party. 
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2. Standard Industry Fare Level (SIFL)–

SIFL rates are calculated using a 

formula published in Regulations 

section 1.61-21(g). SIFL may only be 

used on an originally filed return. The 

Department of Transportation 

publishes the SIFL rates biannually. 

Employer-provided vehicles. In general, 

the FMV of an employer-provided vehicle is 

the amount the employee would have to pay 

a third party to lease the same or similar 

vehicle on the same or comparable terms in 

the geographic area where the employee uses 

the vehicle. A comparable lease term would 

be the amount of time the vehicle is available 

for the employee's use, such as a  

1-year period. 

Don't determine the FMV by multiplying a 

cents-per-mile rate times the number of miles 

driven unless the employee can prove the 

vehicle could have been leased on a cents-

per-mile basis. 
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Cents-Per-Mile Rule 

Under this rule, you determine the value of a 

vehicle you provide to an employee for 

personal use by multiplying the standard 

mileage rate by the total miles the employee 

drives the vehicle for personal purposes. 

Personal use is any use of the vehicle other 

than use in your trade or business. This 

amount must be included in the employee's 

wages or reimbursed by the employee. For 

2025, the standard mileage rate is 70 cents 

per mile. 

You can use the cents-per-mile rule if either 

of the following requirements is met. 

• You reasonably expect the vehicle to be 

regularly used in your trade or business 

throughout the calendar year (or for a 

shorter period during which you own  

or lease it). 

• The vehicle meets the mileage test. 
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Maximum automobile value. You 

can't use the cents-per-mile rule for 

an automobile (including a truck or 

van) if its value when you first make it 

available to any employee for personal use 

in calendar year 2025 is more than 

$61,200. For guidance related to the impact 

of P.L. 115-97 on this rule, see Treasury 

Decision 9893, 2020-09 I.R.B. 449, 

available at IRS.gov/irb/ 2020-09_IRB#TD-

9893. If you and the employee own or lease 

the automobile together, see Regulations 

sections 1.61-21(e)(1)(iii)(B) and (C). 

Vehicle.  For the cents-per-mile rule, a 

vehicle is any motorized wheeled vehicle, 

including an automobile, manufactured 

primarily for use on public streets, roads,  

and highways. 

Regular use in your trade or business.  

Whether a vehicle is regularly used in your 

trade or business is determined on the basis 

of all facts and circumstances.  

https://www.irs.gov/irb/2020-09_IRB#TD-9893
https://www.irs.gov/irb/2020-09_IRB#TD-9893
https://www.irs.gov/irb/2020-09_IRB#TD-9893
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A vehicle is considered regularly used in your 

trade or business if one of the following safe 

harbor conditions is met. 

• At least 50% of the vehicle's total annual 

mileage is for your trade or business. 

• You sponsor a commuting pool that 

generally uses the vehicle each workday 

to drive at least three employees to and 

from work. 

Infrequent business use of the vehicle, such 

as for occasional trips to the airport or 

between your multiple business premises, 

isn't regular use of the vehicle in your trade 

or business. 

Mileage test.  A vehicle meets the mileage 

test for a calendar year if both of the 

following requirements are met.  

• The vehicle is actually driven at least 

10,000 miles during the year. If you own 

or lease the vehicle only part of the year, 

reduce the 10,000-mile requirement 

proportionately. 
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• The vehicle is used during the year 

primarily by employees. Consider the 

vehicle used primarily by employees if 

they use it consistently for commuting. 

Don't treat the use of the vehicle by 

another individual whose use would be 

taxed to the employee as use by  

the employee. 

For example, if only one employee uses a 

vehicle during the calendar year and that 

employee drives the vehicle at least 10,000 

miles in that year, the vehicle meets the 

mileage test even if all miles driven by the 

employee are personal. 

Consistency requirements.  If you use the 

cents-per-mile rule, the following 

requirements apply.  

• You must begin using the cents-per-mile 

rule on the first day you make the vehicle 

available to any employee for personal 

use.  
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However, if you use the commuting rule 

(discussed later) when you first make the 

vehicle available to any employee for 

personal use, you can change to the 

cents-per-mile rule on the first day for 

which you don't use the commuting rule.  

• You must use the cents-per-mile rule for 

all later years in which you make the 

vehicle available to any employee and the 

vehicle qualifies, except that you can use 

the commuting rule for any year during 

which use of the vehicle qualifies under 

the commuting rule. However, if the 

vehicle doesn't qualify for the cents-per-

mile rule during a later year, you can use 

for that year and thereafter any other rule 

for which the vehicle then qualifies. 

• You must continue to use the cents-per-

mile rule if you provide a replacement 

vehicle to the employee (and the vehicle 

qualifies for the use of this rule) and your 
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primary reason for the replacement is to 

reduce federal taxes. 

Items included in cents-per-mile rate.  

The cents-per-mile rate includes the value of 

maintenance and insurance for the vehicle. 

Don't reduce the rate by the value of any 

service included in the rate that you didn't 

provide. You can take into account the 

services actually provided for the vehicle by 

using the general valuation rule, earlier. 

For miles driven in the United States, its 

territories, Canada, and Mexico, the cents-

per-mile rate includes the value of fuel you 

provide. If you don't provide fuel, you can 

reduce the rate by no more than 5.5 cents. 

For special rules that apply to fuel you 

provide for miles driven outside the United 

States, Canada, and Mexico, see Regulations 

section 1.61-21(e)(3)(ii)(B). 
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The value of any other service you provide for 

a vehicle isn't included in the cents-per-mile 

rate. Use the general valuation rule to value 

these services. 

Commuting Rule 

Under this rule, you determine the value of a 

vehicle you provide to an employee for 

commuting use by multiplying each one-way 

commute (that is, from home to work or from 

work to home) by $1.50. If more than one 

employee commutes in the vehicle, this value 

applies to each employee. This amount must 

be included in the employee's wages or 

reimbursed by the employee. 

You can use the commuting rule if all the 

following requirements are met. 

• You provide the vehicle to an employee 

for use in your trade or business and, for 

bona fide noncompensatory business 

reasons, you require the employee to 

commute in the vehicle.  
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You will be treated as if you had met this 

requirement if the vehicle is generally 

used each workday to carry at least three 

employees to and from work in an 

employer-sponsored commuting pool.  

• You establish a written policy under which 

you don't allow the employee, nor any 

individual whose use would be taxable to 

the employee, to use the vehicle for 

personal purposes other than for 

commuting or de minimis personal use 

(such as a stop for a personal errand on 

the way between a business delivery and 

the employee's home). Personal use of a 

vehicle is all use that isn't for your trade 

or business. 

• The employee doesn't use the vehicle for 

personal purposes other than commuting 

and de minimis personal use. 
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• If this vehicle is an automobile (any four-

wheeled vehicle, such as a car, pickup 

truck, or van), the employee who uses it 

for commuting isn't a control employee. 

See Control employee, later. 

Vehicle.  For this rule, a vehicle is any 

motorized wheeled vehicle (including an 

automobile) manufactured primarily for use 

on public streets, roads, and highways. 

Control employee.  A control employee of a 

nongovernment employer for 2025 is 

generally any of the following employees. 

• A board- or shareholder-appointed, 

confirmed, or elected officer whose pay is 

$140,000 or more. 

• A director. 

• An employee whose pay is $285,000  

or more. 
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• An employee who owns a 1% or more 

equity, capital, or profits interest in  

your business. 

A control employee for a government 

employer for 2025 is either of the following. 

• A government employee whose 

compensation is equal to or exceeds 

Federal Government Executive Level V. Go 

to the Office of Personnel Management 

website at OPM.gov/policy-data-

oversight/pay-leave/ salaries-wages for 

2025 compensation information. 

• An elected official. 

Highly compensated employee 

alternative.  Instead of using the preceding 

definition, you can choose to define a control 

employee as any highly compensated 

employee. A highly compensated employee 

for 2025 is an employee who meets either of 

the following tests. 

https://www.opm.gov/policy-data-oversight/pay-leave/salaries-wages
https://www.opm.gov/policy-data-oversight/pay-leave/salaries-wages
https://www.opm.gov/policy-data-oversight/pay-leave/salaries-wages
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1. The employee was a 5% owner at  

any time during the year or the 

preceding year. 

2. The employee received more  

than $155,000 in pay for the 

preceding year. 

You can choose to ignore test (2) if the 

employee wasn't also in the top 20% of 

employees when ranked by pay for the 

preceding year. 

Lease Value Rule 

Under this rule, you determine the value of an 

automobile you provide to an employee by 

using its annual lease value. For an 

automobile provided only part of the year, 

use either its prorated annual lease value or 

its daily lease value (discussed later). 
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If the automobile is used by the employee in 

your business, you generally reduce the lease 

value by the amount that is excluded from 

the employee's wages as a working condition 

benefit (discussed earlier in section 2). In 

order to do this, the employee must account 

to the employer for the business use. This is 

done by substantiating the usage (mileage, 

for example), the time and place of the 

travel, and the business purpose of the travel. 

Written records made at the time of each 

business use are the best evidence. Any use 

of a company-provided vehicle that isn't 

substantiated as business use is included in 

income. The working condition benefit is the 

amount that would be an allowable business 

expense deduction for the employee if the 

employee paid for the use of the vehicle. 

 

 

 



182 

Automobile.  For this rule, an automobile is 

any four-wheeled vehicle (such as a car, 

pickup truck, or van) manufactured  

primarily for use on public streets, roads,  

and highways. 

Consistency requirements.  If you use the 

lease value rule, the following requirements 

apply. 

1. You must begin using this rule on the 

first day you make the automobile 

available to any employee for  

personal use. However, the following 

exceptions apply. 

a. If you use the commuting rule 

(discussed earlier in this section) 

when you first make the 

automobile available to any 

employee for personal use,  

you can change to the lease 

value rule on the first day for 

which you don't use the 

commuting rule. 
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b. If you use the cents-per-mile rule 

(discussed earlier in this section) 

when you first make the 

automobile available to any 

employee for personal use, you 

can change to the lease value 

rule on the first day on which the 

automobile no longer qualifies for 

the cents-per-mile rule. 

2. You must use this rule for all later 

years in which you make the 

automobile available to any employee, 

except that you can use the 

commuting rule for any year during 

which use of the automobile qualifies. 

3. You must continue to use this rule if 

you provide a replacement automobile 

to the employee and your primary 

reason for the replacement is to 

reduce federal taxes. 
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Annual Lease Value 

Generally, you figure the annual lease value 

of an automobile as follows. 

1. Determine the FMV of the automobile 

on the first date it is available to any 

employee for personal use. 

2. Using Table 3-1, read down column 

(1) until you come to the dollar  

range within which the FMV of the 

automobile falls. Then read across  

to column (2) to find the annual  

lease value. 

3. Multiply the annual lease value by the 

percentage of personal miles out of 

total miles driven by the employee. 

Table 3-1. Annual Lease Value Table 

   

.  
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(1) Automobile FMV (2) Annual Lease 

Value 

$ 0 to 999 . . . . . . . . . . .  $ 600 

1,000 to 1,999 . . . . . . .  850 

2,000 to 2,999 . . . . . . .  1,100 

3,000 to 3,999 . . . . . . .  1,350 

4,000 to 4,999 . . . . . . .  1,600 

5,000 to 5,999 . . . . . . .  1,850 

6,000 to 6,999 . . . . . . .  2,100 

7,000 to 7,999 . . . . . . .  2,350 

8,000 to 8,999 . . . . . . .  2,600 

9,000 to 9,999 . . . . . . .  2,850 
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10,000 to 10,999 . . . . . .  3,100 

11,000 to 11,999 . . . . . .  3,350 

12,000 to 12,999 . . . . . .  3,600 

13,000 to 13,999 . . . . . .  3,850 

14,000 to 14,999 . . . . . .  4,100 

15,000 to 15,999 . . . . . .  4,350 

16,000 to 16,999 . . . . . .  4,600 

17,000 to 17,999 . . . . . .  4,850 

18,000 to 18,999 . . . . . .  5,100 

19,000 to 19,999 . . . . . .  5,350 

20,000 to 20,999 . . . . . .  5,600 

21,000 to 21,999 . . . . . .  5,850 
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22,000 to 22,999 . . . . . .  6,100 

23,000 to 23,999 . . . . . .  6,350 

24,000 to 24,999 . . . . . .  6,600 

25,000 to 25,999 . . . . . .  6,850 

26,000 to 27,999 . . . . . .  7,250 

28,000 to 29,999 . . . . . .  7,750 

30,000 to 31,999 . . . . . .  8,250 

32,000 to 33,999 . . . . . .  8,750 

34,000 to 35,999 . . . . . .  9,250 

36,000 to 37,999 . . . . . .  9,750 

38,000 to 39,999 . . . . . .  10,250 

40,000 to 41,999 . . . . . .  10,750 
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42,000 to 43,999 . . . . . . 11,250 

44,000 to 45,999 . . . . . .  11,750 

46,000 to 47,999 . . . . . .  12,250 

48,000 to 49,999 . . . . . .  12,750 

50,000 to 51,999 . . . . . .  13,250 

52,000 to 53,999 . . . . . .  13,750 

54,000 to 55,999 . . . . . .  14,250 

56,000 to 57,999 . . . . . .  14,750 

58,000 to 59,999 . . . . . .  15,250 

For automobiles with an FMV of more than 

$59,999, the annual lease value equals (0.25 

× the FMV of the automobile) + $500. 
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FMV.  The FMV of an automobile is the 

amount a person would pay to buy it from a 

third party in an arm's-length transaction in 

the area in which the automobile is bought or 

leased. That amount includes all purchase 

expenses, such as sales tax and title fees. 

If you have 20 or more automobiles, see 

Regulations section 1.61-21(d)(5)(v). If you 

and the employee own or lease the 

automobile together, see Regulations section 

1.61-21(d)(2)(ii). 

You don't have to include the value of a 

telephone or any specialized equipment 

added to, or carried in, the automobile if the 

equipment is necessary for your business. 

However, include the value of specialized 

equipment if the employee to whom the 

automobile is available uses the specialized 

equipment in a trade or business other  

than yours. 
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Neither the amount the employee considers 

to be the value of the benefit nor your cost 

for either buying or leasing the automobile 

determines its FMV. However, see Safe-

harbor value next. 

Safe-harbor value.  You may be able to use 

a safe-harbor value as the FMV. 

For an automobile you bought at arm's 

length, the safe-harbor value is your cost, 

including sales tax, title, and other purchase 

expenses. This method isn’t available for an 

automobile you manufactured. 

For an automobile you lease, you can use any 

of the following as the safe-harbor value. 

• The manufacturer's invoice price 

(including options) plus 4%. 

• The manufacturer's suggested retail price 

minus 8% (including sales tax, title, and 

other expenses of purchase). 
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• The retail value of the automobile 

reported by a nationally recognized pricing 

source if that retail value is reasonable for 

the automobile. 

Items included in annual lease value 

table.  Each annual lease value in the table 

includes the value of maintenance and 

insurance for the automobile. Don't reduce 

the annual lease value by the value of any of 

these services that you didn't provide. For 

example, don't reduce the annual lease value 

by the value of a maintenance service 

contract or insurance you didn't provide. You 

can take into account the services actually 

provided for the automobile by using the 

general valuation rule discussed earlier. 

Items not included.  The annual lease value 

doesn't include the value of fuel you provide 

to an employee for personal use, regardless 

of whether you provide it, reimburse its cost, 

or have it charged to you.  
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You must include the value of the fuel 

separately in the employee's wages. You can 

value fuel you provided at FMV or at 5.5 cents 

per mile for all miles driven by the employee. 

However, you can't value at 5.5 cents per 

mile fuel you provide for miles driven outside 

the United States (including its territories), 

Canada, and Mexico. 

If you reimburse an employee for the cost of 

fuel, or have it charged to you, you generally 

value the fuel at the amount you reimburse, 

or the amount charged to you if it was bought 

at arm's length. 

If you have 20 or more automobiles, see 

Regulations section 1.61-21(d)(3)(ii)(D). 

If you provide any service other than 

maintenance and insurance for an 

automobile, you must add the FMV of that 

service to the annual lease value of the 

automobile to figure the value of the benefit. 
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Four-year lease term.  The annual lease 

values in the table are based on a 4-year 

lease term. These values will generally stay 

the same for the period that begins with the 

first date you use this rule for the automobile 

and ends on December 31 of the fourth full 

calendar year following that date. 

Figure the annual lease value for each later 4-

year period by determining the FMV of the 

automobile on January 1 of the first year of 

the later 4-year period and selecting the 

amount in column (2) of the table that 

corresponds to the appropriate dollar range  

in column (1). 

Using the special accounting rule.  If you 

use the special accounting rule for fringe 

benefits discussed in section 4, you can figure 

the annual lease value for each later 4-year 

period at the beginning of the special 

accounting period that starts immediately 

before the January 1 date described in the 

previous paragraph. 
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For example, assume that you use the special 

accounting rule and that, beginning on 

November 1, 2024, the special accounting 

period is November 1 to October 31. You 

elected to use the lease value rule as of 

January 1, 2025. You can refigure the annual 

lease value on November 1, 2028, rather than 

on January 1, 2029. 

Transferring an automobile from one 

employee to another.  Unless the primary 

purpose of the transfer is to reduce federal 

taxes, you can refigure the annual lease value 

based on the FMV of the automobile on 

January 1 of the calendar year of transfer. 

However, if you use the special accounting 

rule for fringe benefits discussed in section 4, 

you can refigure the annual lease value 

(based on the FMV of the automobile) at the 

beginning of the special accounting period in 

which the transfer occurs. 
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Prorated Annual Lease Value 

If you provide an automobile to an employee 

for a continuous period of 30 or more days 

but less than an entire calendar year, you can 

prorate the annual lease value. Figure the 

prorated annual lease value by multiplying 

the annual lease value by a fraction, using the 

number of days of availability as the 

numerator and 365 as the denominator. 

If you provide an automobile continuously for 

at least 30 days, but the period covers 2 

calendar years (or 2 special accounting 

periods if you’re using the special accounting 

rule for fringe benefits discussed in section 

4), you can use the prorated annual lease 

value or the daily lease value. 

If you have 20 or more automobiles, see 

Regulations section 1.61-21(d)(6). 
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If an automobile is unavailable to the 

employee because of the employee’s personal 

reasons (for example, if the employee is on 

vacation), you can't take into account the 

periods of unavailability when you use a 

prorated annual lease value. 

You can't use a prorated annual lease 

value if the reduction of federal tax is 

the main reason the automobile is 

unavailable. 

Daily Lease Value 

If you provide an automobile to an employee 

for a continuous period of less than 30 days, 

use the daily lease value to figure its value. 

Figure the daily lease value by multiplying the 

annual lease value by a fraction, using four 

times the number of days of availability as 

the numerator and 365 as the denominator. 
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However, you can apply a prorated annual 

lease value for a period of continuous 

availability of less than 30 days by treating 

the automobile as if it had been available for 

30 days. Use a prorated annual lease value if 

it would result in a lower valuation than 

applying the daily lease value to the shorter 

period of availability. 

Unsafe Conditions Commuting 

Rule 

Under this rule, the value of commuting 

transportation you provide to a qualified 

employee solely because of unsafe conditions 

is $1.50 for a one-way commute (that is, 

from home to work or from work to home). If 

more than one employee commutes in the 

vehicle, this value applies to each employee. 

This amount must be included in the 

employee's wages or reimbursed by  

the employee. 
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You can use the unsafe conditions commuting 

rule for qualified employees if all of the 

following requirements are met. 

• The employee would ordinarily walk or use 

public transportation for commuting. 

• You have a written policy under which you 

don't provide the transportation for 

personal purposes other than commuting 

because of unsafe conditions. 

• The employee doesn't use the 

transportation for personal purposes  

other than commuting because of  

unsafe conditions. 

These requirements must be met on a trip-

by-trip basis. 

Commuting transportation.  This is 

transportation to or from work using any 

motorized wheeled vehicle (including an 

automobile) manufactured for use on public 

streets, roads, and highways.  
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You or the employee must buy the 

transportation from a party that isn't related 

to you. If the employee buys it, you must 

reimburse the employee for its cost (for 

example, cab fare) under a bona fide 

reimbursement arrangement. 

Qualified employee.  A qualified employee 

for 2025 is one who: 

• Performs services during the year; 

• Is paid on an hourly basis; 

• Isn't claimed under section 213(a)(1) of 

the Fair Labor Standards Act (FLSA) of 

1938 (as amended) to be exempt from 

the minimum wage and maximum  

hour provisions; 

• Is within a classification for which you 

actually pay, or have specified in writing 

that you will pay, overtime pay of at least 

one and one-half times the regular rate 

provided in section 207 of FLSA; and 
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• Received pay of not more than $155,000 

during 2024. 

However, an employee isn't considered a 

qualified employee if you don't comply with 

the recordkeeping requirements concerning 

the employee's wages, hours, and other 

conditions and practices of employment  

under section 211(c) of FLSA and the  

related regulations. 

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. One factor 

indicating whether it is unsafe is the history of 

crime in the geographic area surrounding the 

employee's workplace or home at the time of 

day the employee commutes. 
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4. Rules for Withholding, 

Depositing, and Reporting 

Use the following guidelines for withholding, 

depositing, and reporting taxable noncash 

fringe benefits. 

Valuation of taxable fringe benefits.  

Generally, you must determine the value of 

taxable noncash fringe benefits no later than 

January 31 of the next year. Before January 

31, you may reasonably estimate the value of 

the fringe benefits for purposes of withholding 

and depositing on time. 

Choice of period for withholding, 

depositing, and reporting.  For 

employment tax and withholding purposes, 

you can treat taxable noncash fringe benefits 

(including personal use of employer-provided 

highway motor vehicles) as paid on a pay 

period, quarter, semiannual, annual, or other 

basis.  
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But the benefits must be treated as paid no 

less frequently than annually. You don't have 

to choose the same period for all employees. 

You can withhold more frequently for some 

employees than for others. 

You can change the period as often as you 

like as long as you treat all of the benefits 

provided in a calendar year as paid no later 

than December 31 of the calendar year. 

You can also treat the value of a single fringe 

benefit as paid on one or more dates in the 

same calendar year, even if the employee 

receives the entire benefit at one time. For 

example, if your employee receives a fringe 

benefit valued at $1,000 in one pay period 

during 2025, you can treat it as made in four 

payments of $250, each in a different  

pay period of 2025. You don't have to notify 

the IRS of the use of the periods  

discussed above. 
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Transfer of property.  The above choice for 

reporting and withholding doesn't apply to a 

cash fringe benefit or a fringe benefit that is a 

transfer of tangible or intangible personal 

property of a kind normally held for 

investment or a transfer of real property. For 

these kinds of fringe benefits, you must use 

the actual date the property was transferred 

to the employee. 

Withholding and depositing taxes.  You 

can add the value of taxable fringe benefits to 

regular wages for a payroll period and figure 

income tax withholding on the total. Or you 

can withhold federal income tax on the value 

of fringe benefits at the flat 22% rate that 

applies to supplemental wages. See section 7 

of Pub. 15 for the flat rate (37%) when 

supplemental wage payments to an individual 

exceed $1 million during the year. 
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You must withhold the applicable income, 

social security, and Medicare taxes on the 

date or dates you chose to treat the benefits 

as paid. Deposit the amounts withheld as 

discussed in section 11 of Pub. 15. 

Additional Medicare Tax withholding. In 

addition to withholding Medicare tax at 

1.45%, you must withhold a 0.9% Additional 

Medicare Tax from wages you pay to an 

employee in excess of $200,000 in a calendar 

year. You’re required to begin withholding 

Additional Medicare Tax in the pay period in 

which you pay wages in excess of $200,000 

to an employee and continue to withhold it 

each pay period until the end of the calendar 

year. Additional Medicare Tax is only imposed 

on the employee. There is no employer share 

of Additional Medicare Tax.  
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All wages that are subject to Medicare tax are 

subject to Additional Medicare Tax 

withholding if paid in excess of the $200,000 

withholding threshold. 

For more information on what wages are 

subject to Medicare tax, see Table 2-1, and 

the chart, Special Rules for Various Types of 

Services and Payments, in section 15 of Pub. 

15. For more information on Additional 

Medicare Tax, go to IRS.gov/ADMTfaqs. 

Amount of deposit.  To estimate the 

amount of income tax withholding and 

employment taxes and to deposit them on 

time, make a reasonable estimate of the 

value of the taxable fringe benefits provided 

on the date or dates you chose to treat the 

benefits as paid. Determine the estimated 

deposit by figuring the amount you would 

have had to deposit if you had paid cash 

wages equal to the estimated value of the 

fringe benefits and withheld taxes from those 

cash wages.  

https://www.irs.gov/admtfaqs
https://www.irs.gov/admtfaqs
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Even if you don't know which employee will 

receive the fringe benefit on the date the 

deposit is due, you should follow  

this procedure. 

If you underestimate the value of the fringe 

benefits and deposit less than the amount 

you would have had to deposit if the 

applicable taxes had been withheld, you may 

be subject to a penalty. 

If you overestimate the value of the fringe 

benefit and overdeposit, you can either claim 

a refund or have the overpayment applied to 

your next employment tax return. See the 

instructions for your employment tax return. 

If you paid the required amount of taxes but 

withheld a lesser amount from the employee, 

you can recover from the employee the social 

security, Medicare, or income taxes you 

deposited on the employee's behalf and 

included on the employee's Form W-2. 

However, you must recover the income taxes 

before April 1 of the following year. 
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Paying your employee's share of social 

security and Medicare taxes.  If you 

choose to pay your employee's social security 

and Medicare taxes on taxable fringe benefits 

without deducting them from the employee’s 

pay, you must include the amount of the 

payments in the employee's wages. Also, if 

your employee leaves your employment and 

you have unpaid and uncollected taxes for 

noncash benefits, you’re still liable for those 

taxes. You must add the uncollected 

employee share of social security and 

Medicare taxes to the employee's wages. 

Follow the procedure discussed under 

Employee's Portion of Taxes Paid by Employer 

in section 7 of Pub. 15-A. Don't use withheld 

federal income tax to pay the social security 

and Medicare taxes. 

Special accounting rule. You can treat the 

value of taxable noncash benefits as paid on a 

pay period, quarter, semiannual, annual, or 

other basis, provided that the benefits are 
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treated as paid no less frequently than 

annually. You can treat the value of taxable 

noncash fringe benefits provided during the 

last 2 months of the calendar year, or any 

shorter period within the last 2 months, as 

paid in the next year. Thus, the value of 

taxable noncash benefits actually provided in 

the last 2 months of 2024 could be treated as 

provided in 2025 together with the value of 

benefits provided in the first 10 months of 

2025. This doesn't mean that all benefits 

treated as paid during the last 2 months of a 

calendar year can be deferred until the next 

year. Only the value of benefits actually 

provided during the last 2 months of the 

calendar year can be treated as paid in the 

next calendar year. 

Limitation.  The special accounting rule can't 

be used, however, for a fringe benefit that is 

a transfer of tangible or intangible personal 

property of a kind normally held for 

investment or a transfer of real property. 
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Conformity rules.  Use of the special 

accounting rule is optional. You can use the 

rule for some fringe benefits but not others. 

The period of use doesn't need to be the 

same for each fringe benefit. However, if you 

use the rule for a particular fringe benefit, 

you must use it for all employees who receive 

that benefit. 

If you use the special accounting rule, your 

employee must also use it for the same 

period you use it. But your employee can't 

use the special accounting rule unless you do. 

You don't have to notify the IRS if you use 

the special accounting rule. You may also, for 

appropriate administrative reasons, change 

the period for which you use the rule without 

notifying the IRS. But you must report the 

income and deposit the withheld taxes as 

required for the changed period. 
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Special rules for highway motor vehicles.  

If an employee uses the employer's vehicle 

for personal purposes, the value of that use 

must be determined by the employer and 

included in the employee's wages. The value 

of the personal use must be based on the 

FMV or determined by using one of the 

following three special valuation rules 

previously discussed in section 3. 

• The cents-per-mile rule. 

• The commuting rule (for commuting  

use only). 

• The lease value rule. 

Election not to withhold income tax.  You 

can choose not to withhold income tax on the 

value of an employee's personal use of a 

highway motor vehicle you provided. You 

don't have to make this choice for all 

employees. You can withhold income tax from 

the wages of some employees but not others.  
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You must, however, withhold the applicable 

social security and Medicare taxes on such 

benefits. 

You can choose not to withhold income tax on 

an employee's personal use of a highway 

motor vehicle by: 

• Notifying the employee (as described 

below) that you choose not to withhold; 

and 

• Including the value of the benefits in 

boxes 1, 3, 5, and 14 on a timely 

furnished Form W-2. For use of a separate 

statement in lieu of using box 14, see the 

General Instructions for Forms W-2  

and W-3. 

The notice must be in writing and must be 

provided to the employee by January 31 of 

the election year or within 30 days after a 

vehicle is first provided to the employee, 

whichever is later.  
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This notice must be provided in a manner 

reasonably expected to come to the attention 

of the affected employee. For example, the 

notice may be mailed to the employee, 

included with a paycheck, or posted where 

the employee could reasonably be expected 

to see it. You can also change your election 

not to withhold at any time by notifying the 

employee in the same manner. 

Amount to report on Form 941 (or Form 

943, 944, or CT-1) and Form W-2.  The 

actual value of fringe benefits provided during 

a calendar year (or other period as explained 

under Special accounting rule, earlier in this 

section) must be determined by January 31 of 

the following year. You must report the actual 

value on Form 941 (or Form 943, 944, or CT-

1) and Form W-2. If you choose, you can use 

a separate Form W-2 for fringe benefits and 

any other benefit information. 

 



213 

Include the value of the fringe benefit in box 

1 of Form W-2. Also include it in boxes 3 and 

5, if applicable. You may show the total value 

of the fringe benefits provided in the calendar 

year or other period in box 14 of Form W-2. 

For additional information about reporting of 

fringe benefits on Form W-2, see the General 

Instructions for Forms W-2 and W-3. 

If you use the special accounting rule,  

you must notify the affected employees  

of the period in which you used it. You  

must give this notice at or near the date  

you give the Form W-2, but not earlier than 

with the employee's last paycheck of the 

calendar year. 

How To Get Tax Help 

If you have questions about a tax issue; need 

help preparing your tax return; or want to 

download free publications, forms, or 

instructions, go to IRS.gov to find resources 

that can help you right away. 

https://www.irs.gov/
https://www.irs.gov/
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Preparing and filing your tax return.  Go 

to IRS.gov/ businesses/e-file-employment-

tax-forms. 

Getting answers to your tax 

questions. On IRS.gov, you can get 

up-to-date information on current 

events and changes in tax law. 

• IRS.gov/Help: A variety of tools to help 

you get answers to some of the most 

common tax questions. 

• IRS.gov/Forms: Find forms, instructions, 

and publications. You will find details on 

the most recent tax changes and 

interactive links to help you find answers 

to your questions.  

• You may also be able to access tax 

information in your e-filing software. 

 

 

https://www.irs.gov/businesses/e-file-employment-tax-forms
https://www.irs.gov/businesses/e-file-employment-tax-forms
https://www.irs.gov/businesses/e-file-employment-tax-forms
https://www.irs.gov/help
https://www.irs.gov/help
https://www.irs.gov/forms
https://www.irs.gov/forms
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Need someone to prepare your tax 

return? There are various types of tax return 

preparers, including enrolled agents, certified 

public accountants (CPAs), accountants, and 

many others who don’t have professional 

credentials. If you choose to have someone 

prepare your tax return, choose that preparer 

wisely. A paid tax preparer is: 

• Primarily responsible for the overall 

substantive accuracy of your return, 

• Required to sign the return, and 

• Required to include their preparer tax 

identification number (PTIN). 

Although the tax preparer always signs 

the return, you're ultimately 

responsible for providing all the 

information required for the preparer to 

accurately prepare your return and for the 

accuracy of every item reported on the 

return. Anyone paid to prepare tax returns for 

others should have a thorough understanding 
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of tax matters. For more information on how 

to choose a tax preparer, go to Tips for 

Choosing a Tax Preparer on IRS.gov. 

Employers can register to use Business 

Services Online. The Social Security 

Administration (SSA) offers online service at 

SSA.gov/employer for fast, free, and secure 

W-2 filing options to CPAs, accountants, 

enrolled agents, and individuals who process 

Form W-2; and Form W-2c, Corrected Wage 

and Tax Statement. 

Business tax account. If you are a sole 

proprietor, a partnership, or an S corporation, 

you can view your tax information on record 

with the IRS and do more with a business tax 

account. Go to IRS.gov/businessaccount for 

more information. 

IRS social media. Go to 

IRS.gov/SocialMedia to see the various social 

media tools the IRS uses to share the latest 

information on tax changes, scam alerts, 

initiatives, products, and services.  

https://www.irs.gov/tax-professionals/choosing-a-tax-professional
https://www.irs.gov/tax-professionals/choosing-a-tax-professional
https://www.irs.gov/tax-professionals/choosing-a-tax-professional
https://www.ssa.gov/employer/
https://www.irs.gov/businesses/business-tax-account
https://www.irs.gov/businesses/business-tax-account
https://www.irs.gov/socialmedia
https://www.irs.gov/socialmedia
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At the IRS, privacy and security are our 

highest priority. We use these tools to share 

public information with you. Don’t post your 

social security number (SSN) or other 

confidential information on social media sites. 

Always protect your identity when using any 

social networking site. 

The following IRS YouTube channels provide 

short, informative videos on various tax-

related topics in English, Spanish, and ASL. 

• Youtube.com/irsvideos. 

• Youtube.com/irsvideosmultilingua. 

• Youtube.com/irsvideosASL. 

Online tax information in other 

languages. You can find information on 

IRS.gov/MyLanguage if English isn’t your 

native language. 

 

 

https://www.youtube.com/irsvideos
https://www.youtube.com/irsvideos
https://www.youtube.com/IRSvideosmultilingua
https://www.youtube.com/IRSvideosASL
https://www.youtube.com/IRSvideosASL
https://www.irs.gov/mylanguage
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Free Over-the-Phone Interpreter (OPI) 

Service. The IRS is committed to serving 

taxpayers with limited-English proficiency 

(LEP) by offering OPI services. The OPI 

Service is a federally funded program and is 

available at Taxpayer Assistance Centers 

(TACs), most IRS offices, and every Volunteer 

Income Tax Assistant (VITA) and tax 

counseling for the elderly (TCE) tax return 

site. The OPI Service is accessible in more 

than 350 languages. 

Accessibility Helpline available for 

taxpayers with disabilities. Taxpayers who 

need information about accessibility services 

can call 833-690-0598. The Accessibility 

Helpline can answer questions related to 

current and future accessibility products and 

services available in alternative media 

formats (for example, braille, large print, 

audio, etc.). The Accessibility Helpline doesn’t 

have access to your IRS account.  
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For help with tax law, refunds, or account-

related issues, go to IRS.gov/LetUsHelp. 

Disasters. Go to IRS.gov/DisasterRelief to 

review the available disaster tax relief. 

Getting tax forms and publications. Go to 

IRS.gov/ Forms to view, download, or print 

most of the forms, instructions, and 

publications you may need. Or, you can go to 

IRS.gov/OrderForms to place an order. 

Getting tax publications and instructions 

in eBook format. Download and view most 

tax publications and instructions (Pub. 15-B) 

on mobile devices as eBooks at 

IRS.gov/eBooks. 

IRS eBooks have been tested using Apple's 

iBooks for iPad. Our eBooks haven’t been 

tested on other dedicated eBook readers, and 

eBook functionality may not operate  

as intended. 

 

https://www.irs.gov/letushelp
https://www.irs.gov/letushelp
https://www.irs.gov/DisasterRelief
https://www.irs.gov/DisasterRelief
https://www.irs.gov/forms
https://www.irs.gov/forms
https://www.irs.gov/forms
https://www.irs.gov/orderforms
https://www.irs.gov/orderforms
https://www.irs.gov/ebooks
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Get a transcript of your return.  You can 

get a copy of your tax transcript or a copy of 

your return by calling 800-829-4933 or by 

mailing Form 4506-T (transcript request) or 

Form 4506 (copy of return) to the IRS. 

Reporting and resolving your tax-related 

identity theft issues.  

• Tax-related identity theft happens when 

someone steals your personal information 

to commit tax fraud. Your taxes can be 

affected if your EIN is used to file a 

fraudulent return or to claim a refund  

or credit. 

• The IRS doesn’t initiate contact with 

taxpayers by email, text messages 

(including shortened links), telephone 

calls, or social media channels to request 

or verify personal or financial information. 

This includes requests for personal 

identification numbers (PINs), passwords, 

or similar information for credit cards, 

banks, or other financial accounts. 
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• Go to IRS.gov/IdentityTheft, the IRS 

Identity Theft Central webpage, for 

information on identity theft and data 

security protection for taxpayers, tax 

professionals, and businesses. If your EIN 

has been lost or stolen or you suspect 

you’re a victim of tax-related identity 

theft, you can learn what steps you  

should take. 

Making a tax payment. Payments of U.S. 

tax must be remitted to the IRS in U.S. 

dollars. Digital assets are not accepted.  

Go to IRS.gov/Payments for information on 

how to make a payment using any of the 

following options. 

• Debit Card, Credit Card, or Digital Wallet: 

Choose an approved payment processor 

to pay online or by phone. 

• Electronic Funds Withdrawal: Schedule a 

payment when filing your federal taxes 

using tax return preparation software or 

through a tax professional. 

https://www.irs.gov/identitytheft
https://www.irs.gov/businesses/small-businesses-self-employed/digital-assets
https://www.irs.gov/businesses/small-businesses-self-employed/digital-assets
https://www.irs.gov/payments
https://www.irs.gov/payments
https://www.irs.gov/payments/pay-your-taxes-by-debit-or-credit-card
https://www.irs.gov/efw
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• Electronic Federal Tax Payment System: 

This is the best option for businesses. 

Enrollment is required. 

• Check or Money Order: Mail your  

payment to the address listed on the 

notice or instructions. 

• Cash: You may be able to pay your taxes 

with cash at a participating retail store. 

• Same-Day Wire: You may be able to do 

same-day wire from your financial 

institution. Contact your financial 

institution for availability, cost, and  

time frames. 

Note. The IRS uses the latest encryption 

technology to ensure that the electronic 

payments you make online, by phone, or 

from a mobile device using the IRS2Go app 

are safe and secure. Paying electronically is 

quick, easy, and faster than mailing in a 

check or money order. 

https://www.irs.gov/eftps
https://www.irs.gov/payments/pay-by-check-or-money-order
https://www.irs.gov/payments/pay-with-cash-at-a-retail-partner
https://www.irs.gov/samedaywire
https://www.irs.gov/samedaywire
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What if I can’t pay now? Go to 

IRS.gov/Payments for more information about 

your options. 

• Apply for an online payment agreement 

(IRS.gov/ OPA) to meet your tax 

obligation in monthly installments if you 

can’t pay your taxes in full today. Once 

you complete the online process, you will 

receive immediate notification of whether 

your agreement has been approved. 

• Use the Offer in Compromise Pre-Qualifier 

to see if you can settle your tax debt for 

less than the full amount you owe. For 

more information on the Offer in 

Compromise program, go to IRS.gov/OIC. 

Understanding an IRS notice or letter 

you’ve received. Go to IRS.gov/Notices to 

find additional information about responding 

to an IRS notice or letter. 

 

https://www.irs.gov/payments
https://www.irs.gov/opa
https://www.irs.gov/opa
https://www.irs.gov/opa
https://www.irs.gov/opa
https://www.irs.gov/opa
https://irs.treasury.gov/oic_pre_qualifier/
https://www.irs.gov/oic
https://www.irs.gov/notices
https://www.irs.gov/notices
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IRS Document Upload Tool.  You may be 

able use the Document Upload Tool to 

respond digitally to eligible IRS notices and 

letters by securely uploading required 

documents online through IRS.gov. For more 

information, go to IRS.gov/DUT. 

Contacting your local TAC. Keep in mind, 

many questions can be answered on IRS.gov 

without visiting a TAC. Go to 

IRS.gov/LetUsHelp for the topics people ask 

about most. If you still need help, TACs 

provide tax help when a tax issue can’t be 

handled online or by phone. All TACs now 

provide service by appointment, so you’ll 

know in advance that you can get the service 

you need without long wait times. Before you 

visit, go to IRS.gov/ TACLocator to find the 

nearest TAC and to check hours, available 

services, and appointment options. Or, on the 

IRS2Go app, under the Stay Connected tab, 

choose the Contact Us option and click on 

“Local Offices.” 

https://www.irs.gov/help/irs-document-upload-tool
https://www.irs.gov/letushelp
https://www.irs.gov/taclocator
https://www.irs.gov/taclocator
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Below is a message to you from the Taxpayer 

Advocate Service, an independent 

organization established by Congress. 

The Taxpayer Advocate Service (TAS) 

Is Here To Help You 

What Is the Taxpayer Advocate Service? 

The Taxpayer Advocate Service (TAS) is an 

independent organization within the Internal 

Revenue Service (IRS). TAS helps taxpayers 

resolve problems with the IRS, makes 

administrative and legislative 

recommendations to prevent or correct the 

problems, and protects taxpayer rights. We 

work to ensure that every taxpayer is treated 

fairly and that you know and understand your 

rights under the Taxpayer Bill of Rights. We 

are Your Voice at the IRS. 

 

 

 



226 

How Can TAS Help Me? 

TAS can help you resolve problems that you 

haven’t been able to resolve with the IRS on 

your own. Always try to resolve your problem 

with the IRS first, but if you can’t, then come 

to TAS. Our services are free. 

• TAS helps all taxpayers (and their 

representatives), including individuals, 

businesses, and exempt organizations. 

You may be eligible for TAS help if your 

IRS problem is causing financial difficulty, 

if you’ve tried and been unable to resolve 

your issue with the IRS, or if you believe 

an IRS system, process, or procedure just 

isn't working as it should. 

• To get help any time with general tax 

topics, visit 

www.TaxpayerAdvocate.IRS.gov. The site 

can help you with common tax issues and 

situations, such as what to do if you make 

a mistake on your return or if you get a 

notice from the IRS. 

https://www.taxpayeradvocate.irs.gov/
https://www.taxpayeradvocate.irs.gov/
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• TAS works to resolve large-scale 

(systemic) problems that affect many 

taxpayers. You can report systemic issues 

at www.IRS.gov/SAMS. (Be sure not to 

include any personal identifiable 

information.) 

How Do I Contact TAS? 

TAS has offices in every state, the District of 

Columbia, and Puerto Rico. To find your local 

advocate’s number: 

• Go to 

www.TaxpayerAdvocate.IRS.gov/Contact-

Us, 

• Check your local directory, or 

• Call TAS toll free at 877-777-4778. 

What Are My Rights as a Taxpayer? 

The Taxpayer Bill of Rights describes ten 

basic rights that all taxpayers have when 

dealing with the IRS.  

https://www.irs.gov/sams
https://www.irs.gov/sams
https://www.taxpayeradvocate.irs.gov/contact-us
https://www.taxpayeradvocate.irs.gov/contact-us
https://www.taxpayeradvocate.irs.gov/contact-us
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Go to 

www.TaxpayerAdvocate.IRS.gov/Taxpayer-

Rights  for more information about the rights, 

what they mean to you, and how they apply 

to specific situations you may encounter with 

the IRS. TAS strives to protect taxpayer 

rights and ensure the IRS is administering the 

tax law in a fair and equitable way. 

 

 

 

  

https://www.taxpayeradvocate.irs.gov/get-help/taxpayer-rights
https://www.taxpayeradvocate.irs.gov/get-help/taxpayer-rights
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Index  

To help us develop a more useful index, 

please let us know if you have ideas for index 

entries. See “Comments and Suggestions” in 

the “Introduction” for the ways you can  

reach us. 
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Parking, qualified 22 

Parties 9 

Performance of services 3 

Pickup trucks 24 

Picnics 9 

Product testing 24 

Prorated annual lease value 29 

Provider defined 3 

Publications (See Tax help) 
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Q 

Qualified small employer health 

reimbursement arrangements 

(QSEHRAs) 7  

Qualified transportation benefits 21 

R 

Recipient defined 3  

Reporting rules 30 

Retirement planning services 21 

S 

Safety achievement awards 7 

Self insurance (medical reimbursement 

plans) 5 

Services, no-additional-cost 20 

Simple cafeteria plans for small 

businesses 4 
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Special accounting rule 31 

Stock options, employee 12 

Student loan payment exclusion 10 

Suggestions for publication 2 

T 

Tax help 32 

Taxable benefits 3 

Tickets for theater or sporting events 9  

Transit pass 22 

Transportation benefits: 

De minimis 21 

Qualified 21  

Tuition reduction 22  
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U 

Unsafe conditions commuting rule 30  

V  

Valuation rules 25  

Vans 24 

Vehicles: 

Business use of  

(See Working condition benefits) 

Commuter highway 21 

Qualified nonpersonal use 23  

Valuation of 26 

W 

Withholding rules 30 

Working condition benefits 23 

 


