Part IV - Itens of General |nterest

Optional Standard M| eage Rates for Enpl oyees, Self-enployed
I ndi vi dual s, and Ot her Taxpayers Used in Conputing Deductibl e
Cost s

Announcenent 99-7

Thi s announcenent inforns taxpayers that the Internal
Revenue Service is postponing until April 1, 1999, the effective
date of the 31 cents-per-mle rate established in Rev. Proc. 98-
63, to be published in 1998-52 |.R B. (Dec. 28, 1998). The
Servi ce has decided to make this change because it understands
that many enpl oyers and enpl oyees will require additional tinme to
I npl enment the new rate. Accordingly, the business standard
m | eage rate of 32.5 cents per mle set forth in Rev. Proc. 97-
58, 1997-2 C.B. 587, continues to apply with respect to m | eage
al l owances paid to an enpl oyee before April 1, 1999, for
transportati on expenses paid or incurred before that date. The
32.5 cents-per-mle rate also continues to apply for purposes of
conmputing the anpunt all owabl e as a deduction for business-
rel ated transportation expenses paid or incurred before April 1,
1999. All other provisions of Rev. Proc. 98-63 will be effective
January 1, 1999.



BACKGROUND

Rev. Proc 98-63 supersedes Rev. Proc. 97-58 and, as
publ i shed, |owers the rate to 31 cents per mle (from32.5 cents
per mle) for m|eage all owances paid to an enpl oyee on or after
January 1, 1999, with respect to transportati on expenses paid or
incurred on or after January 1, 1999, and, for purposes of
conmputing the anmount all owable as a deduction, for transportation
expenses paid or incurred on or after January 1, 1999. The
reduction in the rate was based on an annual study of the fixed
and vari abl e costs of operating an autonobile conducted on behal f
of the Service by an independent contractor. It has cone to the
attention of the Service that many enpl oyers and enpl oyees wil |
require additional tinme to inplenment this new, |ower rate.
Wthout additional tinme, enployers who normally reinburse
busi ness transportati on expenses of enpl oyees at the standard
rate, and who are unable to inplenent the |ower rate by January
1, 1999, will need to treat the excess over 31 cents per nmle as
wages to the enployee for federal enploynent tax purposes.
Further, enployees would be required to include such excess in
gross i ncone.
MODI FI CATI ON OF REV. PRCC. 98-63

Rev. Proc. 98-63 is nodified as follows:

(1) The first sentence of Section 1 of Rev. Proc. 98-63 is

nodi fied to read:
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Thi s revenue procedure updates Rev. Proc. 97-58, 1997-2 C.B.
587, by providing optional standard m | eage rates for
enpl oyees, self-enployed individuals, or other taxpayers to
use in conputing the deductible costs of operating an
aut onobi | e for business, charitable, nedical, or noving

expense purposes.

(2) Section 11 of Rev. Proc. 98-63 is nodified to read:

Except as otherwi se provided in this section, Rev. Proc. 97-
58, 1997-2 C.B. 587, is hereby superseded for m | eage
al l onances paid to an enployee on or after January 1, 1999,
Wi th respect to transportation expenses paid or incurred on
or after January 1, 1999, and, for purposes of conputing the
anount all owabl e as a deduction, for transportation expenses
paid or incurred on or after January 1, 1999. Sections
2.01(1) and 5.01 of this revenue procedure are effective for
m | eage al |l owances paid to an enployee on or after April 1,
1999, with respect to transportati on expenses paid or
incurred on or after April 1, 1999, and, for purposes of
conputing the anmount all owabl e as a deduction, for business-
rel ated transportati on expenses paid or incurred on or after
April 1, 1999.

DRAFTI NG | NFORMATI ON
The principal author of this announcenent is Edwi n B.

Cl everdon of the Ofice of Assistant Chief Counsel (Inconme Tax
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and Accounting). For further information regarding this
announcenent contact M. C everdon at (202) 622-4920 (not a toll-

free call).



