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PURPOSE: 
 
To establish the overall policies associated with the assignment and use of District non-
revenue vehicles. In adopting this Policy, it is the intent of the Board to minimize the 
number of directly-assigned non-revenue vehicles operated by the District and encourage 
the concept of pool vehicles. 
 
POLICY: 
 
It is the general policy of the District that personal use of a District vehicle is not permitted 
except in cases where the District specifically authorizes or requires such personal use. 
The District specifically authorizes the use of vehicles for personal use only in those cases 
where an employee is subject to an employment agreement which includes the provision of 
a District vehicle for the employee’s use. Other authorization of personal use will be as 
provided in the Administrative Regulations implementing this policy. 
 
In addition, this policy establishes procedures for valuing the use of vehicles owned by the 
District by employees for tax reporting purposes. 
 
The value of the personal use by an employee of a District vehicle generally is considered 
additional taxable wages (i.e., compensation for services) by the Internal Revenue Service 
(IRS). The value of the business use by an employee of a District vehicle is not considered 
additional taxable wages. 
 
Tax Reporting of Personal Use of Vehicles for Control Employees. For purposes of tax 
reporting of personal use of District-owned vehicles, the IRS defines certain individuals as 
“Control Employees” under IRS Regulation section 1.61-21(0(6). “Control Employees” are 
elected officials or employees whose compensation level is at least as great as a Federal 
government employee at Executive Level V (which for 2009 is $143,500). If an employee 
who is provided the use of a District vehicle under an employment agreement is a Control 
Employee, then the District will utilize valuation methods (not including the “commuting rule” 
described in Section 4.1 of the Procedures below) that are authorized by the IRS for 
reporting the value of the personal use of the vehicle and will report the value as 
determined in accordance with the Procedures contained in this Policy. 
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Tax Reporting for Non-Control Employees with Employment Agreements Using the 
IRS “Commuting Rule.”  If an employee who is provided the use of a District vehicle 
under an employment agreement is not a Control Employee, then the District requires that 
such employee commute to and/or from work in the vehicle for a valid non-compensatory 
business reason, and that the employee not use the vehicle for personal use other than 
commuting (except as incidentally allowed under the IRS rules related to use of the 
“commuting rule”). In such case, the value of the use of the vehicle for the required 
commuting will be reported for tax purposes as provided under Section 4.1 of the 
Procedures contained in this Policy. 
 
Tax Reporting of Personal Use of Vehicles for All Other Employees.  Unless 
specifically authorized in accordance with the Administrative Regulations implementing this 
Policy, use of District vehicles for personal use is not permitted. To the extent required by 
IRS regulations, the value of personal use of a District vehicle will be reported to the IRS in 
accordance with the Procedures below. 
 
All employees must submit the required documentation described in the Procedures below 
regardless of the valuation method used to report to the IRS. 
 
PROCEDURES: 
 
1. Business vs. Personal Use. 
 
 1.1  Business Use. Business use of a District vehicle is any use for official District 
business. Business use of a District vehicle includes (but is not limited to): 
 
 (a) Travel between the employee’s main or regular place of work and 
another regular place of work; 
 
 (b) Travel between the employee’s main or regular place of work and a 
temporary work location; and, 
 
 (c) Travel between the employee’s home and a temporary work location. 
 
 1.2  Personal Use. Personal use of a District vehicle is any use that is not for 
official District business. Personal use of a District vehicle by an employee includes (but is 
not limited to): 
 
 (a) Commuting, i.e., travel between an employee’s home and his or her 
main or regular place of work (see Section 2.3, Commuting, below); 
 
 (b) Using the vehicle to run a personal errand from the employee’s work 
location; and, 
 
 (c) Using the vehicle on weekends or days off for other than official District 
business. 
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 1.3  De Minimis Nontaxable Personal Use. Certain limited personal use of a 
vehicle that is only available for business use, such as a pool vehicle, may be considered 
de minimis by the IRS and not subject to reporting or taxation. Examples of de minimis 
nontaxable personal use include: 
 
 (a) Infrequent (not more than one day per month) commuting in District 
vehicle (infrequent, occasional situations); such as when an employee has a late meeting 
and drives a pool vehicle home and returns the vehicle by commuting to work the next day 
and returning the pool vehicle at that time; 
 
 (b) Small personal detour while on business, such as driving to lunch 
while out of the office on business. 
 
Note:  Substantiation of use of the District vehicle by the employee is required in order to 
determine if the IRS requirements for de minimis use have been met. 
 
 1.4  Commuting. One of the most common personal uses of a District vehicle is 
commuting, defined as an employee’s traveling between home and his/her main or regular 
place of work. Personal commuting between the employee’s residence is personal use 
regardless of whether it is required by the District. 
 
Travel that meets the above definition of commuting does not change from personal use to 
business use of the vehicle if the employee works during the commute; for example, 
making business phone calls or holding business discussions with co-workers who are 
traveling with the employee. Also, transporting District equipment or District records or 
documents in the vehicle while commuting does not convert the trip from personal to 
business use. 
 
 (a) Second Work Location. If an employee regularly works at two or 
more locations in one day, traveling between the two locations is a business use of the 
vehicle. However, traveling between the employee’s home and any of his/her regular work 
locations is commuting, a personal use of the vehicle. 
 
 (b) Temporary Work Location. An employee’s traveling between home 
and a temporary work location is a business use of the vehicle rather than commuting. An 
alternate work location is temporary if it is realistically expected to (and does in fact) last for 
one year or less. An alternate work location is not temporary if it is realistically expected to 
(or does) last more that one year, or if employment at the location is indefinite. 
 
2.  Substantiating Business and Personal Use. The IRS requires the District to 
maintain documentation that substantiates an employee’s business and personal use of a 
District vehicle. When such records are maintained, the District is required to report to the 
IRS only the value of the personal use of the vehicle as additional taxable wages. If such 
records are not maintained by the District, the entire value of the employee’s use of the 
vehicle (including both business and personal use) is considered personal use and must be 
reported as additional taxable wages to the IRS. 
 
 2.1  Example.  Assume the value of the use of a particular District vehicle for one 
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year is $10,000. An employee uses the vehicle 90% for official District business and 10% 
for personal use (e.g., commuting) during that year. 
 
 (a) If the employee provides the District with the required documentation 
to substantiate this allocation of business and personal use, $1, 000 must be reported as 
additional taxable wages. 
 
 (b) If the employee does not provide the required documentation, the 
entire value of the employee’s use of the vehicle or $10,000 must be reported as additional 
taxable wages. 
 
 2.2  Required Documentation. Each employee who uses a District vehicle, for 
either business or personal use, must submit to the District a written record of such use 
made at or near the time of the use of the vehicle, e.g., a log, account book, diary, trip 
sheet, or similar record. The record should include the date of the trip, a brief description of 
the purpose of the trip, the number of miles driven for business use, and the number of 
miles driven for personal use. 
 
3.  Income Tax Reporting and Withholding. The District reports as taxable wages the 
value of the personal use of a District vehicle to the IRS, the state and the employee on 
Form W-2, Wage and Tax Statement to the extent required. The District will implement 
appropriate withholding procedures on this additional compensation, as required, from the 
employee’s regular pay. 
 
4. Valuation of Personal Use. The District must determine the value of the personal use of 
the District vehicle in order to report this amount as additional wages on the employee’s W-
2. Based on IRS regulations, there are a number of methods that can be used to determine 
the value of the vehicle provided to the employee: commuting rule (commuting is valued at 
$1.50 each way), cents-per-mile rule, general valuation, and annual lease value. The 
District has determined that, wherever possible, the commuting rule will be used to 
determine the value of the vehicle provided. Where the commuting rule is not applicable, 
the District will use one of the other valuation methods that it determines is most 
appropriate. 
 
 4.1  Commuting Rule. The commuting rule places a value of $1.50 per one-way 
trip between the employee’s home and regular or alternate place of work. In order to use 
the commuting rule, the following requirements must be met: 
 
 (a) The District must own or lease the vehicle; 
 
 (b) The vehicle is provided to the employee for business use; 
 
 (C) The District requires the employee to commute to and/or from work in 
the vehicle for a valid non-compensatory business reason; 
 
 (d) The District has a written policy prohibiting personal use of the vehicles 
other than for commuting; 
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 (e) The employee generally does not use the vehicle for personal 
purposes other than for commuting (minimal personal use is permitted); and, 
 
 (f) The employee is not either an elected official or an employee whose 
compensation is equal to at least $143,500. 
 
 4.2  Other Valuation Methods. The remaining valuation methods (cents-per-mile, 
general valuation, and annual lease value) compute the value of an employee’s use of a 
District vehicle on the ratio of personal use of the vehicle to the employee’s total use of the 
vehicle. Each method has its own requirements which the District will take into 
consideration in determining which method to use. 
 
 4.3  Reporting Period. Under the Procedures established under this Policy, the 
reporting period for personal use of District vehicles begins on November 1 and ends on 
October 31, a full 12-month period. The District defers reporting of vehicle use income for 
November and December of a given year until it files its reports for the subsequent year. 
 
Example: Income from the personal use of a District vehicle during the period 
November 1, 2009 through October 31, 2010 is reported as additional taxable wages on an 
employee’s 2010 Form W-2. The value of vehicle use during November and December 
2010 is reported on an employee’s 2011 Form W-2. 
 
 4.4  Requirement for Documentation. Employees must submit the required 
documentation described above regardless of the valuation method used for reporting to 
the IRS. (For example, even for employees subject to the “commuting rule” described in 4.1 
above, documentation of the number of one-way trips will be required.) 
 
5.  Reimbursement For Use of Personal Vehicles.  Employees who use their 
personal, non-District, vehicle for the performance of District business shall be entitled to 
mileage reimbursement as provided for in the IRS Regulations as they may be amended 
from time-to-time. 
 
IMPLEMENTATION: 
 
The General Manager shall issue any and all necessary Administrative Regulations to 
implement the above Policy and Procedures, including the issuance of directives relating to 
vehicle assignments, use of general pool vehicles, operating limitations, service and 
maintenance standards, and reporting of accidents involving District vehicles.  In issuing 
the Administrative Regulations the General Manager authorization to assign an employee a 
District owned, non-revenue vehicle for 24-hour use shall only occur in those situations 
where a written justification for such an assignment occurs and a record of that justification 
is available for public review.  At least semi-annually during each fiscal year the General 
Manager shall provide the Board with a written report identifying the number of District 
owned, non-revenue vehicles in existence, the departments to which they are assigned, 
how many are available to an employee on a 24-hour basis and such other information as 
the Board may from time-to-time request. 
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