
 
 

This content is provided with the understanding that HR Knowledge is not rendering legal advice. While every effort is made to provide 
current information, the law changes regularly and laws may vary depending on the state or municipality. The material is made 
available for informational purposes only and is not a substitute for legal advice or your professional judgment. You should review 
applicable laws in your jurisdiction and consult experienced counsel for legal advice. If you have any questions regarding this content, 
please contact HR Knowledge. 

Page 1 of 3 

 
 
 

 
 
 
 
 
 
 
 
 
 

 
12.20.22 

 

FSA and Transportation Benefit Limits to Increase in 2023 
 

Background 
The inflation-adjusted limit for 2023 on employee salary reduction contributions to health 
flexible spending accounts (FSAs), the cost-of-living adjustments for employee qualified 
transportation fringe benefits for the 2023 taxable year, along with annually adjusted 
numbers for 2023 for other tax provisions have been released in the Revenue Procedure 
2022-38 by the IRS. 
 
The Affordable Care Act (ACA) imposes a dollar limit on employees’ salary reduction 
contributions to health FSAs. This dollar limit is indexed for cost-of-living adjustments and 
often increases from year-to-year. For plan years beginning in 2023, the ACA’s adjusted 
dollar limit on employees’ salary reduction contributions to health FSAs increases to 
$3,050. This is a $200 increase from the 2022 health FSA limit of $2,850. Rev. Proc. 22-38 
also increases the maximum carryover limit for a health FSA to $610 for 2023 (from $570 
for 2022). The combined monthly limit for transportation in a commuter highway vehicle 
and a transit pass will increase to $300 in 2023, which is up from the 2022 limit of $280. The 
monthly limit in 2022 for qualified parking will also increase to $300 from $280. 
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Summary 
Employer Limits 
As long as an employer’s limit does not exceed the ACA’s maximum limit in effect for the 
plan year, an employer may continue to impose its own dollar limit on employees’ salary 
reduction contributions to health FSAs. For example, an employer may decide to limit 
employee health FSA contributions for the 2023 plan year to $2,500. 
  
Per Employee Limit  
The health FSA limit applies on an employee-by-employee basis. Each employee may 
only elect up to $3,050 in salary reductions in 2023, regardless of whether he or she has 
family members who benefit from the funds in that FSA. However, each family member 
who is eligible to participate in his or her own health FSA will have a separate limit. For 
example, a husband and wife who have their own health FSAs can both make salary 
reductions of up to $3,050 per year, subject to any lower employer limits. 
 
Qualifies Transportation Fringe Benefits 
Internal Revenue Code Section 132(f) allows employers to offer qualified transportation 
benefit programs to their employees on a tax-free basis. These programs allow 
employees to have money withheld from their taxable compensation to pay or reimburse 
work-related expenses for qualified parking, transit passes, and transportation in certain 
commuter highway vehicles (e.g., qualifying van pools). Employers may also provide 
these benefits tax-free to employees. 
 
Section 132(f) establishes a maximum monthly amount of qualified transportation 
benefits employees may exclude from their income, subject to cost-of-living adjustments 
announced by the IRS before the beginning of each calendar year. Both employee pre-
tax salary deferrals and employer-paid benefits, if any, count toward the maximum 
amount. 
 
No Tax Deduction for Employers  
Beginning in 2018, the Tax Cuts and Jobs Act of 2017 eliminated the employer tax 
deduction for qualified transportation benefits. The employer deduction is disallowed 
regardless of whether the benefits are paid directly by the employer, through a bona 
fide reimbursement arrangement, or through a compensation reduction agreement. 
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Employer Next Steps 

• If you are a HRK/Hilb Brokerage client and would like our assistance with updating 
your policy, please email us  

 
 

The People Simplifying HR  
For almost twenty years, HR Knowledge has made it our mission to demystify the complex and 

daunting process of HR management. We do more than just provide the level of service and 

technology you’d expect from an industry leader. We combine an unparalleled passion for service 

with our decades of HR, payroll, and benefits experience to provide our clients with personalized 

and actionable advice that is second—to—none. From managed payroll to employee benefits to HR 

support, we can help your organization thrive, grow, and reduce operating costs—no matter what 

industry you serve. Whether you’re interested in our Full-Service solution or just need your employee 

handbook written, HR Knowledge can help you minimize risk while staying on top of compliance 

regulations. The bottom line? We’re not just another cloud-based technology company that also 

does HR, #WeAreHR. Get the scoop on how we can help you simplify HR. 
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