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is unnecessary, impracticable, and 
contrary to the public interest and, 
where applicable, that good cause exists 
for making some SIAPs effective in less 
than 30 days.

The FAA has determined that this 
regulation only inolves an established 
body of technical regulations for which 
frequent and routine amendments are 
necessary to keep them operationally 
current. It, therefore—(1) is not a “major 
rule under Executive Order 12291; (2) is 
not a “significant rule” under DOT 
Regulatory Policies and Procedures (44 
FR 11034; February 26,1979); and (3) 
does not warrant preparation of a 
regulatory evaluation as the anticipated 
impact is so minimal. For the same 
reason, the FAA certifies that this 
amendment will not have a significant 
economic impact on a substantial 
number of small entities under the 
criteria of the Regulatory Flexibility Act.

List of Subjects in 14 CFR Part 97
Approaches, Standard Instrument, 

Incorporation by reference.
Issued in Washington, DC on November 24, 

1989.
Daniel C. Beaudette,
Director, Flight Standards Service.
Adoption of the Amendment

Accordingly, pursuant to the authority 
delegated to me, part 97 of the Federal 
Aviation Regulations (14 CFR part 97) is 
amended by establishing, amending, 
suspending, or revoking standard 
Instrument Approach Procedures, 
effective at 0901 GMT on the dates 
specified, as follows:

P A R T 97 — (A M E N D E D )

1. The authority citation for part 97 
continues to read as follows:

Authority: 49 U.S.C. 1348,1354(a), 1421, and 
1510; 49 U.S.C. 106(g) (revised, Pub. L. 97-449, 
January 12,1983; and 14 CFR 11.49(b)(2)).
§§ 97.23, 97 .25 ,97.27,97.29, 97.31,97.33 and 
97.35 [Amended]

By amending: § 97.23 VOR. VOR/DME, 
VOR or TACAN. and VOR/DME or TACAN;
§ 97.25 LOC, LOC/DME, LDA, LDA/DME, 
SDF, SDF/DME; § 97.27 NDB, NDB/DME;
§ 97.29 ILS, ILS/DME, ISMLS, MLS, MLS/ 
DME, MLS/RNAV; § 97.31 RADAR SIAPs;
§ 97.33 RNAV SIAPs; and § 97.35 COPTER 
SIAPs, identified as follows;
. . . Effective January 11,1990 
Auburn, AL—Auburn-Opelika Robert G.

Pitts, VOR RWY 28, Arndt. 9 
Fairbanks, AK—Fairbanks Inti, ILS RWY 1L, 

Arndt. 4
Coming. AR—Corning Muni, VOR/DME-A, 

Amdt. 1
Denver, CO—Stapleton Inti, ILS RWY 36, 

Amdt. 3
Peru. IL—Illinois Valley Rgnl-Walter A 

Duncan Field, LOC RWY 36, Orig.

Iron Mountain/Kingsford, MI—Ford, VOR 
RWY 1 Amdt. 11

Iron Mountain/Kingsford, MI—Ford, LOC/ 
DME BC RWY 19, Amdt. 11 

Iron Mountain/Kingsford, MI—Ford, ILS 
RWY 1, Amdt. 9

Pellston, MI—Pellston Regional Airport of 
Emmet County, VOR RWY 23, Amdt. 13 

Pellston, MI—Pellston Regional Airport of 
Emmet County, VOR/DME RWY 5, Amdt. 8 

Pellston, MI—Pellston Regional Airport of 
Emmet County, ILS RWY 32, Amdt. 8 

St. Paul, MN—St. Paul Downtown Hdlman 
Fid, NDB RWY 30, Amdt. 7 

St. Paul, MN—St. Paul Downtown Holman 
Fid, ILS RWY 32, Amdt. 2 

Ocean Springs, MS—Gulfpark, VOR-B, Amdt. 
1, CANCELLED

Chadron, NE—Chadron Muni, VOR RWY 20, 
Amdt. 6

Chadron, NE—Chadron Muni, VOR/DME 
RWY 02, Amdt. 1

Chadron, NE—Chadron Muni, NDB RWY 02, 
Amdt. 2

Chadron, NE—Chadron Muni, NDB RWY 20, 
Amdt. 11

Baytown, TX—Baytown, NDB RWY 31, Orig. 
La Porte, TX—La Porte Muni, VOR-A, Amdt. 

12
Wallops Island, VA—Wallops Flight Facility, 

VOR/DME or TACAN RWY 10, Amdt. 2
. . . Effective December 14,1989 
Gunnison, CO—Gunnison County, LOC RWY 

6, Amdt. 2
Sanford, ME—Sanford Muni, LOC RWY 07, 

Orig.
West Point, MS—McCharen Field, VOR/ 

DME-B, Amdt. 4
Nashville, TN—Nashville International, 

VOR/DME RWY 13, Amdt. 11 
Nashville, TN—Nashville International, 

VOR/DME RWY 20C, Amdt. 3 
Nashville, TN—Nashville International, 

VOR/DME RWY 20R, Amdt. 5 
Nashville, TN—Nashville International, NDB 

RWY 20R, Amdt. 5
Fort Worth, TX—Bourland Field, VOR RWY 

35, Amdt. 1, CANCELLED 
Fort Worth, TX—Bourland Field, VOR-A, 

Orig.
Fort Worth, TX—Fort Worth Alliance, ILS 

RWY 16, Orig.
Junction, TX—Kimble County, VOR-A, Amdt. 

11
Junction, TX—Kimble County, RNAV RWY 

17, Amdt. 2
Victoria, TX—Victoria Regional, VOR RWY 

12L, Amdt. 12
Victoria, TX—Victoria Regional, VOR/DME 

RWY 30R, Amdt. 4
Victoria, TX—Victoria Regional, ILS RWY 

12L, Amdt. 7
Manassas, VA—Manassas Muni/Harry P. 

Davis Field, ILS RWY 16L, Amdt. 1
. Effective November 22,1989 

San Francisco, CA—San Francisco Inti, ILS 
RWY 28R, Amdt. 9

, . . Effective November 21,1989 
Scottsbluff, NE—William B. Heilig Field, 

RNAV RWY 12, Amdt. 3

. . . Effective November 20,1989 
Vacaville, CA—Nut Tree, RNAV RWY 20, 

Amdt. 1
[FR Doc. 89-28936 Filed 12-11-89; 8:45 am] 
BILLING CODE 4910-13-M

DEPARTMENT OF HEALTH AND 
HUMAN SERVICES

Food and Drug Administration

21 CFR Parts 510 and 524

Animal Drugs, Feeds, and Related 
Products; Change of Sponsor
a g e n c y : Food and Drug Administration, 
HHS.
ACTION: Final rule.

SUMMARY: The Food and Drug 
Administration (FDA) is amending the 
animal drug regulations to reflect a 
change of sponsor for a new animal drug 
application (NADA) from Stauffer 
Chemical Co. to Coopers Animal Health, 
Inc.
EFFECTIVE DATE: December 12,1989.
FOR FURTHER INFORMATION CONTACT: 
Benjamin A. Puyot, Center for 
Veterinary Medicine (HFV-130), Food 
and Drug Administration, 5600 Fishers 
Lane, Rockville, MD 20857, 301-443- 
1414.
SUPPLEMENTARY in fo r m a tio n : Coopers 
Animal Health, Inc., 2000 South 11th St., 
Kansas City, KS 66103-1438, advised 
FDA of the change of sponsor of NADA 
44-757 from Stauffer Chemical Co., 
Westport, CT (formerly 1200 South 47th 
St., Richmond, CA 94804). ICI Americas, 
Inc., Wilmington, D E 19897, in lieu of the 
sponsor of record and as the successor 
in interest, advised FDA of the change 
on behalf of Stauffer Chemical Co., the 
sponsor of record. As a result of this 
change of sponsor, Stauffer Chemical 
Co. is no longer the sponsor of any 
approved NADA. Therefore, FDA is 
amending 21 CFR 510.600(c) (1) and (2) 
to remove the sponsor entries for 
Stauffer Chemical Co. and 21 CFR 
524.1742(b) to reflect the sponsor 
change.

List of Subjects

21 CFR Part 510
Administrative practice and 

procedure, Animal drugs, Labeling, 
Reporting and recordkeeping 
requirements.

21 CFR Part 524 
Animal drugs.
Therefore, under the Federal Food, 

Drug, and Cosmetic Act and under 
authority delegated to the Commissioner
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of Food and Drugs and redelegated to 
the Center for Veterinary Medicine, 21 
CFR parts 510 and 524 are amended as 
follows:

PART 510—NEW ANIMAL DRUGS
1. The authority citation for 21 CFR 

part 510 continues to read as follows:
Authority: Secs. 201, 301, 501, 502, 503, 512, 

701, 706 of the Federal Food, Drug, and 
Cosmetic Act (21 U.S.C. 321, 331, 351, 352, 353, 
360b, 371, 376).

§510.600 [Amended]
2. Section 510.600 Names, addresses, 

and drug labeler codes of sponsors of 
approved applications is amended in the 
table in paragraph (c)(1) by removing 
the entry for “Stauffer Chemical Co.,” 
and in the table in paragraph (c)(2) by 
removing the entry for “017032”.

PART 524—OPTHALMIC AND 
TOPICAL DOSAGE FORM NEW 
ANIMAL DRUGS NOT SUBJECT TO 
CERTIFICATION

3. The authority citation for 21 CFR 
part 524 continues to read as follows:

Authority: Sec. 512 of the Federal Foqd, 
Drug, and Cosmetic Act (21 U.S.C. 360b).

§ 524.1742 [Amended]
4. Section 524.1742 N / 

(M ercaptom ethyl) phthalim ide S-(0,0- 
dim ethyl phosphorodithioate) 
em ulsifiable liquid  is amended in 
paragraph (b) by removing the number 
“017032" and inserting in its place 
“017220”.

Dated: December 6,1989.
Robert C. Livingston,
Acting Director, Office o f New Animal Drug 
Evaluation, Center for Veterinary Medicine. 
[FR Doc. 89-28959 Filed 12-11-89; 8:45 am] 
BILLING CODE 4160-01-M

21 CFR Part 558

Animal Drugs, Feeds, and Related 
Products; Tylosin, Tylosin/ 
Sulfamethazine, Hygromycin B
ag en cy: Food and Drug Administration, 
HHS.
ACTION: Final rule.

su m m ar y : The Food and Drug 
Administration (FDA) is amending the 
animal drug regulations to remove those 
portions of the regulations reflecting 
approval of three new animal drug 
applications (NADA’s) held by Cadco, 
Inc. One NADA provides for use of a 
tylosin Type A article to make Type C 
swine, beef cattle, and chicken feeds, 
the second for use of a tylosin- 
sulfamethazine Type A article to make 
TypeC swine feeds, and the third for

use of a hygromycin B Type A article to 
make Type C swine feeds. In a notice 
published elsewhere in this issue of the 
Federal Register, FDA is withdrawing 
approval of the NADA’s.
EFFECTIVE DATE: December 22,1989.
FOR FURTHER INFORMATION CONTACT: 
Mohammad I. Sharar, Center for 
Veterinary Medicine (HFV-216), Food 
and Drug Administration, 5600 Fishers 
Lane, Rockville, MD 20857, 301-443- 
4093.

SUPPLEMENTARY INFORMATION: In a 
notice published elsewhere in this issue 
of the Federal Register, FDA is 
withdrawing approval of NADA's 91- 
783, 99-561, and 109-635 held by Cadco, 
Inc. NADA 91-783 provides for use of 
tylosin Type A medicated article for 
making Type C medicated swine, beef 
cattle, and chicken feeds. NADA 99-561 
provides for use of tylosin- 
sulfamethazine Type A medicated 
article to make Type C medicated swine 
feeds. NADA 109-635 provides for use of 
hygromycin B Type A medicated article 
to make Type C medicated swine feeds. 
This document removes the firm’s drug 
labeler code from 21 CFR 558.274 (a)(2) 
and (c)(1), 558.625(b)(4), and 
558.630(b) (10) to reflect withdrawal of 
the approvals.

List of Subjects in 21 CFR Part 558

Animal drugs, Animal feeds.

Therefore, under the Federal Food, 
Drug, and Cosmetic Act and under 
authority delegated to the Commissioner 
of Food and Drugs and redelegated to 
the Center for Veterinary Medicine, 21 
CFR part 558 is amended as follows:

PART 558—NEW ANIMAL DRUGS FOR 
USE IN ANIMAL FEEDS

1. The authority citation for 21 CFR 
part 558 continues to read as follows:

Authority: Secs. 512, 701 of the Federal 
Food, Drug, and Cosmetic Act (21 U.S.C.
360b, 371).

§ 558.274 [Amended]
2. Section 558.274 Hygromycin B  is 

amended in paragraph (a)(2) and in the 
table in paragraph (c)(1) under the 
“Sponsor” column for entry (ii) by 
removing “011490,”.

§ 558.625 [Amended]
3. Section 558.625 Tylosin is 

amended by removing paragraph (b)(4) 
and reserving it.

§ 558.630 [Amended]
4. Section 558.630 Tylosin and  

sulfam ethazine is amended in paragraph
(b)(10) by removing “011490,”.

Dated: December 6,1989.
Gerald B. Guest,
Director, Center for Veterinary Medicine. 
[FR Doc. 89-28957 Filed 12-11-89; 8:45 am] 
BILLING CODE 4160-01-M

DEPARTMENT OF THE TREASURY 

Internal Revenue Service 

26 CFR Parts 1,31, and 602 

[T.D. 8276]

RIN 1545-AN 98

Employee Business Expenses— 
Reporting and Withholding on 
Employee Business Expense 
Reimbursements and Allowances

AGENCY: Internal Revenue Service, 
Treasury.
ACTION: Temporary and final 
regulations.

SUMMARY: This document contains 
temporary and final regulations 
concerning the taxation of and reporting 
and withholding on payments with 
respect to employee business expenses 
under a reimbursement or other expense 
allowance arrangement. These 
temporary regulations reflect changes to 
the law made by the Family Support Act 
of 1988. These temporary regulations 
will affect employees who receive 
payments and payors who make 
payments under reimbursement or other 
expense allowance arrangements. The 
text of the temporary regulations set 
forth in this document also serves as the 
text of the proposed regulations cross- 
referenced in the notice of proposed 
rulemaking in the Proposed Rules 
section of this issue of the Federal 
Register.
EFFECTIVE DATES: The provisions of 
these temporary regulations under 
§ 1.62-1T are effective for expenses paid 
or incurred in taxable years beginning 
before January 1,1989. The income tax 
provisions of these temporary 
regulations under § 1.62-2T are effective 
for taxable years beginning on or after 
January 1,1989, with respect to 
expenses paid or incurred in taxable 
years beginning on or after January 1,
1989. The provisions of § 1.162—17(e)(3) 
of these regulations are effective for 
taxable years beginning on or after 
January 1,1989. The provisions of 
§ 1.274-5T(g) of these regulations are 
effective upon publication. The 
provisions of § 1.162-25T of these 
regulations are effective upon 
publication. The reporting provisions of 
these temporary regulations under
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§ 1.6041-3(i) are effective for payments 
made under reimbursement or other 
expense allowance arrangements on or 
after January 1,1989; however, a 
transition rule is provided under 
§ 1.6041-3(i) effective for payments 
made prior to January 1,1990. The 
amendments to § § 31.3121{a)-l(h), 
31.3231(e)-l, 31.33Q6(b)-l, and 
31.3401(a}-(l)(b)(2} of these regulations 
are effective for amounts that are 
received by an employee on or after July
1.1990, with respect to expenses paid or 
incurred on or after July 1,1990. The 
provisions of these temporary 
regulations under § § 31.3121(a)-2T, 
31.3231(e)-3T, 31.3306(b)-2T, and 
31.340l(a)-2T regarding withholding and 
payment of employment taxes are 
effective for payments made under 
reimbursement or other expense 
allowance arrangements on or after July
1.1990.
FOR FURTHER INFORMATION CONTACT: 
Richard Pavel at 202-377-9372 (not a 
toll-free number).
SUPPLEMENTARY INFORMATION:

Paperwork Reduction Act
This regulation is being issued without 

prior notice and public procedure 
pursuant to the Administrative 
Procedure Act (5 U.S.C. 553). For this 
reason, the collection of information 
contained in this regulation has been 
reviewed and, pending receipt and 
evaluation of public comments, 
approved by the Office of Management 
and Budget (OMB) under control number 
1545-1148. The estimated average 
annual burden per recordkeeper is 0.5 
hour. This estimate is an approximation 
of the average time expected to be 
necessary for a collection of 
information. It is based on such 
information as is available to the 
Internal Revenue Service. Individual 
recordkeepers may require greater or 
less time, depending on their particular 
circumstances.

For further information concerning 
this collection of information, and where 
to submit comments on this collection of 
information and the accuracy of the 
estimated burden, and suggestions for 
reducing this burden, please refer to the 
preamble to the cross-referenced notice 
of proposed rulemaking published in the 
Proposed Rules section of this issue of 
the Federal Register.

Background
This document contains amendments 

to the Income Tax Regulations (26 CFR 
part 1) under sections 62,162, 274 and 
6041 of the Internal Revenue Code, and 
to the Employment Tax Regulations (26 
CFR part 31) under sections 3121, 3231,

3306, and 3401 of the Code as a result of 
the Family Support Act o f1988, Public 
Law No. 100-485.

Need For Temporary and Final 
Regulations

Because of the need for immediate 
guidance regarding the reporting and 
withholding requirements of these 
regulations, it is impracticable and 
contrary to the public interest to issue 
these temporary and final regulations 
with notice and public procedure under 
section 553(b) of title 5 of the United 
States Code, or subject to the effective 
date limitation of section 553(d) of title
5.

Explanation of Provisions

Section 62(a) of the Internal Revenue 
Codé generally defines “adjusted gross 
income” as gross income minus certain 
deductions. These “above-the-line” 
deductions are allowed without regard 
to whether a taxpayer itemizes 
deductions and are not subject to the 
two-percent floor of section 67. Among 
the above-the-line deductions, section 
62(a)(2)(A) allows an employee a 
deduction for expenses (reimbursed 
employee business expenses) paid by 
the employee, in connection with the 
performance of services as an employee, 
under a reimbursement of other expense 
allowance arrangement with his or her 
employer. In addition, the above-the-line 
deduction is available for 
reimbursement or other expense 
allowance arrangements maintained by 
an agent of the employer or by a third 
party for whom the employee performs a 
service as an employee of the employer. 
Throughout these regulations, such 
employers, agents, and third parties are 
referred to as “payors.”

As amended, section 62(c) provides 
that an arrangement will not be treated 
as a “reimbursement or other expense 
allowance arrangement” for purposes of 
section 62(a)(2)(A) unless—

(1) The arrangement requires the 
employee to substantiate the expenses 
covered by the arrangement to the 
payor, and

(2) The arrangement requires the 
empoyee to return any amount in excess 
of the substantiated expenses covered 
under the arrangement

Reimbursement or Other Expense 
Allowance Arrangements

1. D efined
For purposes of the temporary 

regulations, a reimbursement or other 
expense allowance arrangement is an 
arrangement that meets three 
requirements: (1) Business connection,

(2) substantiation, and (3) returning 
amounts in excess of expenses.

2. Business Connection Requirem ent
An arrangement meets the business 

connection requirement under the 
temporary regulations if it provides 
reimbursements, advances, or 
allowances (including per diem 
allowances, allowances for meals and 
incidental expenses, and mileage 
allowances) for business expenses that 
are allowable as deductions for 
expenses paid or incurred by an 
employee in connection with the 
performance of services as an employee. 
The business connection requirement 
therefore requires a nexus between an 
amount denominated an “advance” and 
the business expenses that it is 
anticipated the employee will incur. For 
example, if an employer provides an 
employee with an “advance” of $3000 at 
a time when it is not anticipated that the 
employee will incur travel or other 
expenses deductible in the trade or 
business of being an employee, the 
“advance” does not meet the business 
connection requirement and will not be 
treated as paid under an accountable 
plan.

3. Substantiation
In order to meet the substantiation 

requirement, the employee must be 
required to substantiate the expenses 
covered by the arrangement to the 
payor. For example, to the extent 
employee business expenses covered by 
such arrangements are governed by the 
substantiation rules of section 274(d), 
the employee must meet the 
substantiation requirements of that 
section, which, for example, with 
respect to a travel expense, generally 
require substantiation of the amount, 
timer place and business purpose of the 
expense.

Under section 274(d), the 
Commissioner has the authority to 
provide simplified methods of 
substantiation. D ie Service is publishing 
several such simplified methods of 
substantiation. Under these simplified 
methods, known as “deemed 
substantiation” methods, employees are 
deemed to have substantiated an 
amount of expenses equal to the lesser 
of the amount of the reimbursement or 
the amount specified by the Service.

The methods of deemed 
substantiation available to employers 
will include methods applicable to 
lodging, meal and/or incidental 
expenses, both within and outside the 
continental United States, and methods 
applicable to reimbursement of 
transportation expenses. Such methods
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will include reimbursements paid under 
arrangements similar to the methods for 
reimbursing Federal employees. In 
addition, deemed substantiation 
methods will be available for 
reimbursements paid at a flat rate or 
under a stated schedule, such as 
reimbursements for lodging, meals and/ 
or incidental expenses calculated on the 
basis of hours worked or miles driven.

The Service will, in a separate 
announcement, request suggestions from 
taxpayers concerning appropriate 
additional methods of deemed 
substantiation.

4. Returning Amounts in Excess o f  
Expenses

In order to meet the requirement of 
returning amounts in excess of 
expenses, an arrangement must require 
the employee to return any amount in 
excess of the substantiated expenses 
covered under the arrangement. If an 
employee receives an advance for 
anticipated business expenses that 
exceeds the amount of such expenses 
actually incurred and substantiated by 
the employee, but the employee uses 
such excess to pay expenses incurred 
for other business expenses, the 
employee need not return such excess to 
the payor.

The temporary regulations grant the 
Commissioner the authority to prescribe 
rules under which an arrangement 
providing per diem allowances or 
mileage allowances will be treated as 
satisfying the requirement of returning 
amounts in excess of expenses, even 
though an employee is not required to 
return the portion of such an allowance 
that exceeds the amount of the 
employee’s expenses which is deemed 
substantiated under rules prescribed 
under section 274(d), provided the 
allowance is reasonably calculated not 
to exceed the amount of the employee’s 
expenses or anticipated expenses and 
the employee is required to return any 
portion of such an allowance which 
relates to days or miles of travel not 
substantiated. For example, assume a 
payor provides an employee an advance 
mileage allowance of $60, based on an 
anticipated 200 business miles at 30 
cents-per-mile (at a time when the 
applicable standard mileage rate is 26 
cents-per-mile), and the employee 
substantiates 120 business miles. Under 
these rules, the requirement to return 
excess amounts will be treated as 
satisfied if the employee is required to 
return the amount of the advance 
allowance that is attributable to the 80 
unsubstantiated business miles ($24.00), 
even though the employee is not 
required to return the portion of the 
allowance ($4.80) that exceeds the

amount of the employee’s expenses 
deemed substantiated ($31.20) pursuant 
to rules prescribed under section 274(d).
5. Tim eliness

Both the requirements of 
substantiation and the requirement that 
excess reimbursements be returned 
must be met within a reasonable period 
of time after an expense is paid or 
incurred. What constitutes a reasonable 
period of time depends on the facts and 
circumstances. Thus, for example, it is 
reasonable that an employee who is on 
an extended travel assignment would 
have a longer period to substantiate 
expenses and return excess amounts 
than an employee who undertakes a 
single overnight trip.

The regulations provide two safe 
harbor methods. Under the first, the 
requirements will be treated as met 
within a reasonable period of time if an 
advance is made within 30 days of when 
an expense is paid or incurred, an 
expense is substantiated within 60 days 
after it is paid or incurred, or an excess 
amount is returned to the payor within 
120 days after the expense is paid or 
incurred. Under the second, the 
requirements will be treated as met 
within a reasonable period of time if an 
expense is substantiated or an amount 
is returned within 120 days after the 
payor provides a periodic statement (no 
less frequently than quarterly) of the 
amount paid under the arrangement that 
exceeds the expenses the employee has 
substantiated. Both methods are 
intended solely as safe harbors, and no 
adverse inference is intended with 
respect to amounts advanced, 
substantiated, or returned after such 
periods. However, for purposes of 
withholding, a payor may treat amounts 
substantiated or returned after such 
periods as not having been 
substantiated or returned within a 
reasonable period of time.
Reporting and Employment Taxes

The Conference Report on the Family 
Support Act of 1988 (H.R. Rep. No. 998, 
100th Cong., 2d Sess. 202-206 (1988)) 
provides that the regulations and rulings 
regarding the reporting of employee 
business expense reimbursements and 
allowances generally are also to be 
revised to conform to the changes in 
section 62 and to subject amounts 
treated as paid pursuant to 
nonaccountable plans to income tax 
withholding. In addition, the legislative 
history provides authority to alter the 
relevant employment tax rules. Pursuant 
to the regulatory authority granted by 
Congress under the Family Support Act, 
these temporary regulations provide 
guidance regarding the circumstances

under which travel and other expense 
allowance arrangements are subject to 
the Federal Insurance Contributions Act 
(FICA), the Federal Unemployment Tax 
Act (FUTA), the Railroad Retirement 
Tax Act (RRTA), the Railroad 
Unemployment Repayment Tax (RURT) 
and the Collection of Income Tax at 
Source on Wages (“employment taxes”). 
These regulations also provide guidance 
with regard to reporting of such amounts 
on Form W -2.

Delayed effective dates are provided 
for the changes in the employment tax 
regulations. The changes in the 
employment tax regulations are 
effective for payments made under 
reimbursement or other expense 
allowance arrangements that are 
received by an employee on or after July
1,1990, with respect to expenses paid or 
incurred on or after July 1,1990. For 
reimbursements or other expense 
allowance payments made before July 1, 
1990, or made with respect to expenses 
paid or incurred before July 1,1990, the 
rules in existing regulations will apply. 
Hence, for payments made under 
reimbursement or other expense 
allowance arrangements before July 1, 
1990, no withholding or employment tax 
liability will attach with respect to 
amounts paid specifically—either as 
advances or reimbursements—for 
traveling or other bona fide ordinary 
and necessary expenses incurred or 
reasonably expected to be incurred in 
the business of the employer. Of course, 
as under existing regulations, such 
expenses must be identified either by 
making a separate payment or by 
specifically identifying the separate 
amounts if both wages and expense 
allowances are combined in a single 
payment.

A delayed effective date is not 
provided for the amendments to the 
reporting requirements under section 
6041. The reporting requirements are 
effective for payments made under 
reimbursement or other expense 
allowance arrangements on or after 
January 1,1989, with respect to 
expenses paid or incurred on or after 
January 1,1989. However, for payments 
made before January 1,1990, no 
reporting is required if the payor has 
made a reasonable, good faith effort to 
comply with the requirements of section 
62(c). In general, compliance with the 
provisions of prior section 1.6041-3(i) of 
the Income Tax Regulations will 
indicate such reasonable good faith 
effort to comply with the requirements 
of section 62(c). Under those regulations, 
reporting on form W -2 was not required 
if the employee was required to account 
and did so account to the employer for
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such expenses. See Rev. Rul. 80-62, 
1980-1 C.B. 63, as modified, and Rev.
Rul. 84-127,1984-2 C.B. 246. A payor 
must, however, report payments made 
before January 1,1990, if an 
arrangement (other than a per diem or 
mileage type arrangement) does not 
require the employee to substantiate 
expenses or to return excess amounts.

Payments Under Accountable Plans
If an arrangement meets all the 

requirements of the regulations, the 
amounts paid under the arrangement are 
excluded from the employee's gross 
income, are not required to be reported 
on the employee's Form W -2, and are 
exempt from withholding and payment 
of" employment taxes (F1CA, FUTA, 
RRTA, RURT, and income tax). If an 
arrangement meets the requirements of 
the regulations, but an employee fails to 
return amounts in excess of amounts 
substantiated, only the amounts not in 
excess of the substantiated, expenses 
are excluded from the employee’s gross 
income, are not required to be reported 
on the employee’s Form W -2, and are 
exempt from withholding and payment 
of employment taxes (F1CA, FUTA, 
RRTA, RURT, and income tax).
Payments Under Nonaccountable Plans

If an arrangement does not meet one 
or more of the requirements of the 
regulations, all payments under the 
arrangement are included in the 
employee's gross income, are reported 
as wages on Form W-2, and are wages 
for purposes of withholding and 
payment of employment taxes. If an 
arrangements meets the requirements of 
the regulations, but an employee fails to 
return amounts in excess of amounts 
substantiated, such excess is included in 
the employee's gross income, is reported 
as wages on Form W -2, and is wages for 
purposes of withholding and payment of 
employment taxes. Employee business 
expenses that exceed the amount of the 
reimbursements that are excluded from 
the employee's gross income are not 
allowable as a deduction in computing 
adjusted gross income. Rather, such 
employee business expenses are 
deductible by the employee in 
computing taxable income only if the 
employee itemizes deductions, and only 
to the extent that the total of such 
expenses and other miscellaneous 
itemized deductions exceeds two 
percent of the taxpayer’s adjusted gross 
income.
Special Analyses

It has been determined that these 
rules are not major rules as defined in 
Executive Order 12291. Therefore, a 
Regulatory Impact Analysis is not

required. It has also been determined 
that section 553(b) of the Administrative 
Prodecure Act (5 U.S.C. chapter 5) and 
the Regulatory Flexibility Act (5 U.S.C. 
chapter 6) do not apply to these 
regulations, and, therefore, a final 
Regulatory Flexibility Analysis is not 
required. Pursuant to section 7805(f) of 
the Internal Revenue Code, the notice of 
proposed rulemaking for the regulations 
was submitted to the Administrator of 
the Small Business Administration for 
comment on their impact on small 
business.
Drafting Information

The principal author of these 
regulations is Richard Pavel, Office of 
the Assistant Chief Counsel (Employee 
Benefits and Exempt Organizations), 
Internal Revenue Service. However, 
personnel from other offices of the 
Service and Treasury Department 
participated in their development.

List of Subjects
26 CFR Part 1.61-1 through 1.281-4

Deductions, Exemptions, Income 
taxes, Taxable income.

26 CFR Part 31
Employment taxes, Income taxes, 

Lotteries, Railroad retirement, Social 
Security, Unemployment tax, 
Withholding.

26 CFR Part 602
Reporting and recordkeeping 

requirements.
Adoption of Amendments to the 
Regulations

Accordingly, 26 CFR parts 1, 31, and 
602 are amended as follows:

PART 1—[AMENDED]

Paragraph 1. The authority for part 1 
is amended by adding the following 
citations:

Authority: 26 U.S.C. 7805 * * * Secs. 1.62.- 
1T and 1.62-2T also issued under 26 U.S.C. 62 
* * * Sec. 1.6041-3 also issued under 26 
U.S.C. 62.

Par. 2. Section 1.62-lT is amended by 
revising paragraph (c)(2) and by 
inserting a new sentence before the first 
sentence of paragraph (f), to read:

§ 1.62-1T Adjusted gross Income 
(temporary).
* * * * *

(c) Deductions allow able in 
computing adjusted gross incom e. * * * 

(2) Deductions allowable under part 
VI, subchapter B, chapter 1 of the Code, 
(section 161 and following) that consist 
of expenses paid or incurred by the 
taxpayer in connection with the

performance of services as an employee 
under an express reimbursement or 
other expense allowance arrangement 
(as defined in paragraph (f) of this 
section or § 1.62-2T, whichever is 
applicable) with his or her employer; 
* * * * *

(f) Reim bursem ent or other expense 
allow ance arrangement. This paragraph 
(f) applies to expenses paid or incurred 
in taxable years beginning before 
January 1,1989. * * * 
* * * * *

Par. 3. Section 1.62-2T is added 
immediately following 1,62-lT to read 
as follows:

§ 1.S2-2T Reimbursements and other 
expense allowance arrangements 
(Temporary).

(a) Table o f  contents. The contents of 
this section are as follows:
(a) Table of contents.
(b) Scope.
(c) Reimbursement or other expense

allowance arrangement.
(1) Defined.
(2) Accountable plans.
(i) In general.
(ii) Special rule for failure to return 
excess.
(3) Nonaccountable plans.
(i) In general.
(ii) Special rule for failure to return 
excess.
(4) Treatment of payments under 
accountable plans.
(5) Teatment of payments under 
nonaccountable plans.

(d) Business connection.
(e) Substantiation.

(1) In general.
(2) Expenses governed by section 274(d).
(3) Expenses not governed by section 
274(d).

(f) Returning amounts in excess of expenses.
(1) In general.
(2) Per diem or mileage allowances.

(g) Reasonable period.
(1) In general.
(2) Safe harbors.
(i) Fixed date method.
(ii) Periodic payment method.

(h) Timing of withholding.
(i) Application.
(j) Cross references.
(k) Effective date.

(b) Scope. For purposes of determining 
“adjusted gross income," section 
62(a)(2)(A) allows an employee a 
deduction for expenses allowed by part 
VI (section 161 and following), 
subchapter B, chapter 1 of the Code, 
paid by the employee, in connection 
with the preformance of services as an 
employee, under a reimbursement or 
other expense allowance arrangement 
with a payor (the employer, its agent, or 
a third party). Section 62(c) provides 
that an arrangement will not be treated
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as a reimbursement or other expense 
allowance arrangement for purposes of 
section 62(a)(2)(A) if—

(1) Such arrangement does not require 
the employee to substantiate the 
expenses covered by the arrangement to 
the payor, or (2) Such arrangement 
provides the employee the right to retain 
any amount in excess of the 
substantiated expenses covered under 
the arrangement

This section prescribes rules relating 
to the requirements of section 62(c).

(c) Reim bursem ent or to each  expense 
allowance arrangem ent”—(1) Defined. 
For purposes of § § 1.62-1T and 1.62-2T, 
the phrase “reimbursement or other 
expense allowance arrangement” means 
an arrangement that meets the * 
requirements of paragraphs (d)
(business connection), (e) 
(substantiation), and (f) (returning 
amounts in excess of expenses) of this 
section. A payor may have more than 
one arrangement with respect to a 
particular employee, depending on the 
facts and circumstances.

(2) A ccountable plans—(i) In general. 
Except as provided in paragraph
(c)(2)(ii) of this section, if an 
arrangement meets the requirements of 
paragraphs (d), (e), and (t) of this 
section, all amounts paid under the 
arrangement are treated as paid under 
an “accountable plan.”

(ii) Special rule fo r  failu re to return 
excess. If an arrangement meets the 
requirements of paragraphs (d), (e), and 
(f) of this section, but the employee fails 
to return, within a reasonable period of 
time, any amount in excess of the 
amount of the expenses substantiated in 
accordance with paragraph (e), only the 
amounts paid under the arrangement 
that are not in excess of the 
substantiated expenses are treated as 
paid under an accountable plan.

(3) N onaccountable plan s—(i) In 
general. If an arrangement does not 
satisfy one or more of the requirements 
of paragraph (d), '(e), or (f) of this 
section, all amounts paid under the 
arrangement are treated as paid under a 
‘nonaccountable plan.”

(ii) Special rule fo r  failu re to return 
excess. If an arrangement meets the 
requirements of paragraphs (d), (e), and 
(0 of this section, but the employee fails 
to return, within a reasonable period of 
time, any amount in excess of the 
amount of the expenses substantiated in 
accordance with paragraph (e), the 
amounts paid under the arrangement 
that are in excess of the substantiated 
expenses are treated as paid under a 
nonaccountable plan.

(4) Treatment o f paym ents under 
°ccountable plans. Amounts treated as 
Paid under an accountable plan are

excluded from the employee’s gross 
income, are not required to be reported 
on the employee’s Form W -2, and are 
exempt from the withholding and 
payment of employment taxes (Federal 
Insurance Contributions Act (FICA), 
Federal Unemployment Tax Act 
(FUTA), Railroad Retirement Tax Act 
(RRTA), Railroad Unemployment 
Repayment Tax (RURT), and income 
tax). See paragraph (j) of this § 1.62-2T 
for cross references.

(5) Treatment o f  paym ents under 
nonaccountable plans. Amounts treated 
as paid under a nonaccountable plan are 
included in the employee’s gross income, 
must be reported to the employee on 
Form W -2, and are subject to 
withholding and payment of 
.employment taxes (PICA, FUTA, RRTA, 
RURT, and income tax). Expenses 
attributable to amounts included in the 
employee’s gross income may be 
deducted, provided the employee can 
substantiate the fell amount of his or her 
expenses (i.e., the amount of the 
expenses, if any, the reimbursement for 
which is treated as paid under an 
accountable plan as well as those for 
which the employee is claiming the 
deduction) in accordance with $ 1.274- 
5T or § 1.162-17, but only as a 
miscellaneous itemized deduction 
subject to the limitations applicable to 
such expenses (e.g., the 80-percent 
limitation on meal and entertainment 
expenses provided in section 274{n) and 
the 2-percent floor provided in section 
67).

(d) Business connection. An 
arrangement meets the requirements of 
this paragraph (d) if it provides 
advances, allowances (including per 
diem allowances, allowances for meals 
and incidental expenses, and mileage 
allowances), or reimbursements for 
business expenses that are allowable as 
deductions by part VI (section 181 and 
the following), subchapter B, chapter 1 
of the Code, and that are paid or 
incurred by the employee in connection 
with the performance of services as an 
employee. The payment may be actually 
received from the employer, its agent or 
a third party for whom the employee 
performs a service as an employee of 
the employer and may include amounts 
charged directly or indirectly to the 
payor through credit card systems or 
otherwise. In addition, if both wages 
and the reimbursement or other expense 
allowance are combined in a single 
payment, the reimbursement or other 
expense allowance must be identified 
either by making a separate payment or 
by specifically identifying the amount of 
the reimbursement or other expense 
allowance.

(e) Substantiation■—(1) In general. An 
arrangement meets the requirements of 
this paragraph (e) if it requires each 
business expense to be substantiated to 
the payor in accordance with paragraph 
(e)(2) or (e)(3) of this section, whichever 
is applicable, within a reasonable period 
of time. See § 1.274-5T or § 1.162-17.

(2) Expenses governed by section  
274(d). An arrangement that reimburses 
travel, entertainment, use of a passenger 
automobile or other listed property, or 
other business expenses governed by 
section 274(d) meets the requirements of 
this paragraph (e)(2) if information 
sufficient to satisfy the substantiation 
requirements of section 274(d) and the 
regulations thereunder is submitted to 
the payor. See § 1.274-5T. Under section 
274(d), information sufficient to 
substantiate the requisite elements of 
each expenditure or use must be 
submitted to the payor. For example, 
with respect to travel away from home,
1 1.274-5T(b)(2) requires that 
information sufficient to substantiate the 
amount, time, place, and business 
purpose of the expense must be 
submitted to the payor. Similarly, with 
respect to use of a passenger automobile 
or other listed property, § 1.274-5T(b)(6) 
requires that information sufficient to 
substantiate the amount, time, use, and 
business purpose of the expense must be 
submitted to the payor. See § 1.274- 
5T(g), however, which grants the 
Commissioner authority to prescribe 
rules permitting the amount of certain 
expenses to be deemed substantiated to 
the payor (in lieu of substantiating the 
actual amount of such expenses) where 
an arrangement provides for a 
reimbursement, a per diem allowance, 
or a mileage allowance for travel away 
from home or transportation expenses. 
See also § 1.274-5T(j), which grants the 
Commissioner the authority to establish 
a method under which a taxpayer may 
elect to use a specified amount for meals 
while traveling away from home in lieu 
of substantiating the actual cost of 
meals. Substantiation of the amount of a 
business expense in accordance with 
rules prescribed pursuant to the 
authority granted by § 1.274-5T(g) or 
§ 1.274-5T(j) will be treated as 
substantiation of the amount of such 
expense for purposes of this section.

(3) Expenses not governed by  section  
274(d). An arrangement that reimburses 
business expenses not governed by 
section 274(d) meets the requirements of 
this paragraph (e)(3) if information is 
submitted to the payor sufficient to 
enable the payor to identify the specific 
nature of each expense and to conclude 
that the expense is attributable to the 
payor's business activities. Therefore,
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each of the elements of an expenditure 
or use must be substantiated to the 
payor. It is not sufficient if an employee 
merely aggregates expenses into broad 
categories (such as “travel”) or reports 
individual expenses through the use of 
vague, nondescriptive terms (such as 
“miscellaneous business expenses”).
See § 1.162-17(b),

(f) Returning amounts in excess o f 
expenses—(1) In general. Except as 
provided in paragraph (f)(2) of this 
section, an arrangement meets the 
requirements of this paragraph (f) if it 
requires the employee to return to the 
payor within a reasonable period of time 
any amount paid under the arrangement 
in excess of the expenses substantiated 
in accordance with paragraph (e) of this 
section. The determination of whether 
an arrangement requires an employee to 
return amounts in excess of 
substantiated expenses will depend on 
the facts and circumstances. An 
arrangement whereby money is 
advanced to an employee to defray 
expenses will be treated as satisfying 
the requirements of this paragraph (f) 
only if the amount of money advanced is 
reasonably calculated not to exceed the 
amount of anticipated expenditures, the 
advance of money is made on a day 
within a reasonable period of the day 
that the anticipated expenditures are 
paid or incurred, and any amounts in 
excess of the expenses substantiated in 
accordance with paragraph (e) are 
required to be returned to the payor 
within a reasonable period of time after 
the advance is received.

(2) Per diem  or m ileage allow ances. 
The Commissioner may, in his 
discretion, prescribe rules in 
pronouncements of.general applicability 
under which a reimbursement or other 
expense allowance arrangement that 
provides per diem allowances providing 
for ordinary and necessary expenses of 
traveling away from home (exclusive of 
transportation costs to and from 
destination) or mileage allowances 
providing for ordinary and necessary 
expenses of local travel and 
transportation while traveling away 
from home will be treated as satisfying 
the requirements of this paragraph (f), 
even though the arrangement does not 
require the employee to return the 
portion of such an allowance that 
exceeds the amount of the employee’s 
expenses deemed substantiated 
pursuant to rules prescribed under 
section 274(d), provided the allowance is 
reasonably calculated not to exceed the 
amount of the employee’s expenses or 
anticipated expenses and the employee 
is required to return to the payor within 
a reasonable period of time any portion

of such allowance which relates to days 
or miles of travel not substantiated in 
accordance with paragraph (e) of this 
section.

(g) R easonable period—(1) Ingenerai. 
The determination of a reasonable 
period of time will depend on the facts 
and circumstances.

(2) S afe harbors—(i) Fixed date 
m ethod. An advance made within 30 
days of when an expense is paid or 
incurred, an expense substantiated to 
the payor within 60 days after it is paid 
or incurred, or an amount returned to 
the payor within 120 days after an 
expense is paid or incurred will be 
treated as having occurred within a 
reaonable period of time.

(ii) Periodic statem ent m ethod. If a 
payor provides employees with periodic 
statements (no less frequently than 
quarterly) stating the amount, if any, 
paid under the arrangement in excess of 
the expenses the employee kas 
substantiated in accordance with 
paragraph (e) of this section, and 
requesting the employee to substantiate 
any additional business expenses that 
have not yet been substantiated 
(whether or not such expenses related to 
the expenses with respect to which the 
original advance was paid) and/or to 
retimi any amounts remaining 
unsubstantiated within 120 days of the 
statement, an expense substantiated or 
an amount returned within that period 
will be treated as being substantiated or 
returned within a reasonable period of 
time.

(h) Timing o f withholding. If the 
expenses covered under an arrangement 
are not substantiated to the payor in 
accordance with paragraph (e) of this 
section within a reasonable period of 
time or if any amounts in excess of the 
substantiated expenses are not returned 
to the payor in accordance with 
paragraph (f) of this section within a 
reasonable period of time, the amount 
which is treated as paid under a 
nonaccountable plan under paragraph 
(c)(3) of this section is subject to 
withholding and payment of 
employment taxes no later than the first 
payroll period following the end of the 
reasonable period. A payor may treat 
any amount not substantiated or 
returned within the periods specified in 
paragraph (g)(2) of this section as not 
substantiated or returned within a 
reasonable period of time. See 
paragraph (j) of this § 1.62-2T for cross 
references.

(i) Application. The requirements of 
paragraphs (d) (business connection), (e) 
(stubstantiation), and (f) (returning 
amounts in excess of expenses) of this 
section will be applied on an employee-

by-employee basis. Thus, for example, 
the failure by one employee to 
substantiate expenses under an 
arrangement in accordance with 
paragraph (e) will not cause amounts 
paid to other employees to be treated as 
paid under a nonaccountable plan.

(j) Cross references. For employment 
tax regulations relating to 
reimbursement and expense allowance 
arrangements, see | § 31.3121(a)-l(h), 
31.3231(e)-l(a)(3)(iv), 31.3306(b)-!(h), 
and 31.3401(a)-(l)(b)(2), which apply to 
payments made under reimbursement or 
other expense allowance arrangements 
received by an employee on or after July 
1,1990 with respect to expenses paid or 
incurred on or after July 1,1990. For 
reporting requirements, see § 1.6041—3(i), 
which generally applies to payments 
made under reimbursement or other 
expense allowance arrangements 
received by an employee on or after 
January 1,1989 with respect to expenses 
paid or incurred on or after January 1, 
1989.

(k) E ffective date. This section applies 
to payments made under reimbursement 
or other expense allowance 
arrangements received by an employee 
in taxable yeai's of the employee 
beginning on or after January 1,1989, 
with respect to expenses paid or 
incurred in taxable years beginning on 
or after January 1,1989.

Par. 4. In § 1.162-17, anew  paragraph 
(e)(3) is added, to read as follows:

§ 1.162-17 Reporting and substantiation 
of certain business expenses of 
employees.
* * * * *

(e) A pplicability. * * *
(3) For taxable years beginning on or 

after January 1,1989, the provisions of 
this section are superseded by the 
regulations under section 62(c) to the 
extent this section is inconsistent with 
those regulations. S ee § 1.62-2T.

Par. 5. Paragraph (b) of § 1.162-25T is 
amended, by removing the first sentence 
and adding in its place three new 
sentences to read as follows:

§ 1.162-25T Deductions with respect to 
noncash fringe benefits (temporary). 
* * * * *

(b) Em ployee. If an employer provides 
the use of a vehicle (as defined in 
§ 1.61-21(e)(2)) to an employee as a 
noncash fringe benefit and includes the
entire value of the benefit in an
employee’s gross income without taking 
into account any exclusion for a 
working condition fringe allowable 
under section 132 and the regulations 
thereunder, the employee may deduct 
that value multiplied by the percentage
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of the total use of the vehicle that is in 
connection with the employer’s trade or 
business (“business value”). For taxable 
years beginning before January 1,1990, 
the employee may deduct the business 
value from gross income in determining 
adjusted gross income. For taxable 
years beginning on or after January 1, 
1990, the employee may deduct the 
business value only as a miscellaneous 
itemized deduction in determining 
taxable income, subject to the 2-percent 
floor provided in section 67. * * *
* * * * *

§ 1.274-5T [Amended]
Par. 6. Paragraph (g) of § 1.274-5T is 

amended by adding the words “in 
pronouncements of general 
applicability” immediately following the 
word “rules” in the first sentence, 
effective upon publication.

Par. 7. in § 1.6041-3, paragraph (i) is 
revised to read as follows:

§ 1.6041-3 Payments for which no return 
of information is required under section 
6041.
* * * . * ■ *

(1) (l) In general. Payments made 
under reimbursement or other expense 
allowance arrangements that meet the 
requirements of section 62(c) of the 
Code and § 1.62-2T, that do not exceed 
the amount of the expenses 
substantiated (i.e., amounts which are 
treated as paid under an accountable 
plan), and that are received by an 
employee on or after January 1,1989, 
with respect to expenses paid or 
incurred on or after January 1,1989;

(2) Transition rule. Payments made 
under reimbursement or other expense 
allowance arrangements that are 
received by an employee on or after 
January 1,1989, but prior to January 1, 
1990, to the extent that the employee is 
required to account (within the meaning 
of the term “account” as set forth in
§ 1.162-17(b}(4) or § 1.274-5T(f)(4), 
whichever is applicable) and does so 
account to the payor for such expenses, 
provided the payor has made a 
reasonable, good faith effort to comply 
with the requirements of section 62(c). In 
general, compliance with the provisions 
of this section, as in effect for payments 
made under reimbursement or other 
expense allowance arrangements that 
were received by an employee before 
January 1,1989, with respect to 
expenses paid or incurred before 
January l, 1989, will constitute such 
reasonable good faith compliance. In no 
event, however, will reasonable good 
faith compliance exist if a payor fails to 
report payments made under an 
arrangement (other than a per diem or 
mileage allowance type arrangement)

under which an employee is not 
required to substantiate expenses paid 
or incurred or is not required to return 
amounts in excess of the substantiated 
expenses;
* * * * *

PART 31—[AMENDED]
Par. 8. The authority for part 31 is 

amended by adding the following 
citation:

Authority: 26 U.S.C. 7805 * f  * Secs. 
31.3121(a)-l, 31.3231{eM, 31.3306(b)-l, and 
31.3401(a)-l also issued under 26 U.S.C. 62.

Par. 9. In § 31.3121(a)-l, paragraph (h) 
is amended by adding a sentence at the 
end to read as follows:

§ 31.3121(a)-1 Wages. 
* * * * *

(hj * * * por amounts that are 
received by an employee on or after July
1,1990, with respect to expenses paid or 
incurred on or after July 1,1990, see 
§ 31.3121(a)-2T.
* * * * *

Par. 10. Section 31.3121(a)-2T is added 
to read as follows:

§ 31.3121(a)-2T Reimbursement and other 
expense allowance amounts.

(a) When excluded from  wages. If a 
reimbursement or other expense 
allowance arrangement meets the 
requirements of section 62(c) of the 
Code and § 1.62-2T and the expenses 
are substantiated within a reasonable 
period of time, payments made under 
the arrangement that do not exceed the 
substantiated expenses are treated as 
paid under an accountable plan and are 
not wages. In addition, if both wages 
and the reimbursement or other expense 
allowance are combined in a single 
payment, the reimbursement or other 
expense allowance must be identified 
either by making a separate payment or 
by specifically identifying the amount of 
the reimbursement or other expense 
allowance.

(b) When included in wages. If a 
reimbursement or other expense 
allowance arrangement does not satisfy 
the requirements of section 62(c) and
§ 1.62-2T (e.g., the arrangement does not 
require expenses to be substantiated or 
require amounts in excess of the 
substantiated expenses to be returned), 
all amounts paid under the arrangement- 
are treated as paid under a 
nonaccountable plan, are included in 
wages, and are subject to withholding 
and payment of employment taxes when 
paid. If an arrangement satisfies the 
requirements of section 62(c) and § 1.62- 
2T, but the expenses are not 
substantiated within a reasonable 
period of time or amounts in excess of

the substantiated expenses are not 
returned within a reasonable period of 
time, the amount paid under the 
arrangment in excess of the 
substantiated expenses is treated as 
paid under a nonaccountable plan, is 
included in wages, and is subject to 
withholding and payment of 
employment taxes no later then the first 
payroll period following the end of the 
reasonable period.

(c) E ffective date. This section applies 
to payments made under reimbursement 
or other expense allowance 
arrangements received by an employee 
on or after July 1,1990, with respect to 
expenses paid or incurred on or after 
July 1,1990.

Par. 11. In § 31.3231(e)-l, paragraph 
(a)(3)(iv) is amended by adding a 
sentence at the end to read as follows:

§ 31.3231(e)-1 Compensation.
(a) * * *
(iv) * * * For amounts that are 

received by an employee on or after July
1,1990, with respect to expenses paid or 
incurred on or after July 1,1990, see 
§ 31.3231(e)-3T.

Par. 12 Section 31.3231(e)-3T is added 
to read as follows:

§ 31.3231(e)-3T Reimbursement and other 
expense allowance amounts.

(a) When excluded from  
com pensation. If a reimbursement or 
other expense allowance arrangement 
meets the requirements of section 62(c) 
of the Code and § 1.62-2T and the 
expenses are substantiated within a

'  reasonable period of time, payments 
made under the arrangement that do not 
exceed the substantiated expenses are 
treated as paid under an accountable 
plan and are not compensation. In 
addition, if both wages and the 
reimbursement or other expense 
allowance are combined in a single 
payment, the reimbursement or other 
expense allowance must be identified 
either by making a separate payment or 
by specifically identifying the amount of 
the reimbursement or other expense 
allowance.

(b) When included in com pensation. If 
a reimbursement or other expense 
allowance arrangement does not satisfy 
the requirements of section 62(c) and
§ 1.62-2T (e.g., the arrangement does not 
require expenses to be substantiated or 
require amounts in excess of the 
substantiated expenses to be returned), 
all amounts paid under the arrangement 
are treated as paid under a 
nonaccountable plan, are included in 
compensation, and are subject to 
withholding and payment of 
employment taxes when paid. If an
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arrangement satisfies the requirements 
of section 62(c) and § 1.82-2T, but the 
expenses are not substantiated within a 
reasonable period of time or amounts in 
excess of the substantiated expenses 
are not returned within a reasonable 
period of time, the amount paid under 
the arrangement in excess of the 
substantiated expenses is treated as 
paid under a nonaccountable plan, is 
included in compensation, and is subject 
to withholding a payment of 
employment taxes no later than the first 
payroll period following the end of the 
reasonable period.

(c) E ffective date. This section applies 
to payments made under reimbursement 
or other expense allowance 
arrangements received by an employee 
on or after July 1,1990, with respect to 
expenses paid or incurred on or after 
July 1,1990.

Par. 13. In § 31.3306(b)-!, paragraph 
(h) is amended by adding a sentence at 
the end to read as follows:

§ 31.3306(b)-1 Wages. 
* * * * *

(h) * * * For amounts that are received 
by an employee on or after July 1,1990, 
with respect to expenses paid or 
incurred on or after July 1,1990, see 
§ 31.3306(b)-2T.
* * * * *

Par. 14 Section 31.3306(b)-2T is added 
to read as follows:

§ 31.3306(b)-2T Reimbursement and other 
expense allowance amounts.

(a) When excluded from  wages. If a 
reimbursement or other expense 
allowance arrangement meets the 
requirements of section 62(c) of the 
Code and § 1.62-2T and the expenses 
are substantiated within a reasonable 
period of time, payments made under 
the arrangement that do not exceed the 
substantiated expenses are treated as 
paid under an accountable plan and are 
not wages. In addition, if both wages 
and the reimbursement or other expense 
allowance are combined in a single 
payment, the reimbursement or other 
expense allowance must be identified 
either by making a separate payment or 
by. specifically identifying the amount of 
the reimbursement or other expense 
allowance.

(b) When included in wages. If a 
reimbursement or other expense 
allowance arrangement does not satisfy 
the requirements of section 62(c) and
§ 1.62-2T (e.g., the arrangement does not 
require expenses to be substantiated or 
require amounts in excess of the 
substantiated expenses to be returned), 
all amounts paid under the arrangement 
are treated as paid under a 
nonaccountable plan, are included in

wages, and are subject to withholding 
and payment of employment taxes when 
paid. If an arrangement satisfies the 
requirements of section 62(c) and § 1.62- 
2T, but the expenses are not 
substantiated within a reasonable 
period of time or amounts in excess of 
the substantiated expenses are not 
returned within a reasonable period of 
time, the amount paid under the 
arrangement in excess of the 
substantiated expenses is treated as 
paid under a nonaccountable plan, is 
included in wages, and is subject to 
withholding and payment of 
employment taxes no later than the first 
payroll period following the end of the 
reasonable period.

(c) E ffective date. This section applies 
to payments made under reimbursement 
or other expense allowance 
arrangements received by an employee 
on or after July 1,1990, with respect to 
expenses paid or incurred on or after 
July 1,1990.

Par. 15. In § 31.3401(a)-l, paragraph
(b)(2) is amended by adding a sentence 
at die end to read as follows:

§ 31.3401(a)-1 Wages.
(b) * * *
(2) Traveling and other expenses. * * * 

For amounts that are received by an 
employee on or after July 1,1990, with 
respect to expenses paid or incurred on 
or after July 1,1990, see § 31.3401(a)-2T. 
* * * * *

Par. 16 Section 31.3401(a)-2T is added 
to read as follows:

§ 31.3121 (a)-2T Reimbursements and 
other expense allowance amounts.

(a) When excluded from  wages. If a 
reimbursement or other expense 
allowance arrangement meets the 
requirements of section 62(c) of the 
Code and § 1.62-2T and the expenses 
are substantiated within a reasonable 
period of time, payments made under 
the arrangement that do not exceed the 
substantiated expenses are treated as 
paid under an accountable plan and are 
not wages. In addition, if both wages 
and the reimbursement or other expense 
allowance are combined in a single 
payment, the reimbursement or other 
expense allowance must be identified 
either by making a separate payment or 
by specifically identifying the amount of 
the reimbursement or other expense 
allowance.

(b) When included in wages. If a 
reimbursement or other expense 
allowance arrangement does not satisfy 
the requirements of section 62(c) and
§ 1.62-2T (e.g., the arrangement does not 
require expenses to be substantiated or 
require amounts in excess of the 
substantiated expenses to be returned),

all amounts paid under the arrangement 
are treated as paid under a 
nonaccountable plan, are included in 
wages, and are subject to withholding 
and payment of employment taxes when, 
paid. If an arrangement satisfies the 
requirements of section 62(c) and § 1.62- 
2T, but the expenses are not 
substantiated within a reasonable 
period of time or amounts in excess of 
the substantiated expenses are not 
returned within a reasonable period of 
time, the amount paid under the 
arrangement in excess of the 
substantiated expenses is treated as 
paid under a nonaccountable plan, is 
included in wages, and is subject to 
withholding and payment of 
employment taxes no later than the first 
payroll period following the end of the 
reasonable period.

(c) W ithholding rate. Employers may 
add any payments made under 
reimbursement or other expense 
allowance arrangements that are subject 
to income tax withholding to the 
employee’s regular wages for a payroll 
period and compute withholding taxes 
on the total. Alternatively, the employer 
may withhold income tax from the 
reimbursement or other expense 
allowance at the flat 20'percent rate 
applicable to supplemental wages, 
provided the employer withholds 
income tax from the employee’s regular 
wages and provided the reimbursement 
or allowance is paid separately (or 
separately identified if wages and 
reimbursement amounts are combined 
in a single payment). See § 31.3402(g)-l 
regarding supplemental wage payments.

(d) E ffective date. This section applies 
to payments made under reimbursement 
or other expense allowance 
arrangements received by an employee 
on or after July 1,1990, with respect to 
expenses paid or incurred on or after 
July 1,1990.

PART 602—[AMENDED]

Par. 17. The authority for part 602 
continues to read as followrs:

Authority: 26 U.S.C. 7805.

§ 602.191(c) [Amended]
Par. 18. Section 602.101(c) is revised 

by inserting in the appropriate places in 
the table “1.62-2 . . . 1545-1148’ .

Dated: December 4,1989.
Fred T. Goldberg,
Commissioner o f Internal Revenue.

Approved:
Kenueth W. Gideon,
Assistant Secretary o f the Treasury.
[FR Doc. 89-28941 Filed 12-7-89; 12:20 pm]̂  
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