26 CFR 601.105: Examination of returns and .02 Section 274(n) generally limits themance of services as an employee unde
gft'g:ﬁ;g;{gfg‘gfcgﬁg;:;’X"’}g%ﬁg‘/e”t amount allowable as a deduction undea reimbursement or other expense al
(Also Part I, sections 62, 162, 267, 274; 1.62-2, 8 162 for any expense for food, beverlowance arrangement with a payor.
1.162-17,1.267(a)-1, 1.274-5.) ages, or entertainment to 50 percent of the .06 Section 62(c) provides that an
amount of the expense that otherwisarrangement will not be treated as a reim
Rev. Proc. 2000-39 would be allowablepas a deduction. Inthbursement or other expense allowanc
case of any expenses for food or beveatrrangement for purposes of § 62(a)(2)(A
SECTION 1. PURPOSE ages consumed while away from homé it—
) (within the meaning of § 162(a)(2)) by an (1) does not require the employee tc
This revenue procedure updates Rey,qiiqual during, or incident to, the pe-substantiate the expenses covered by tt
Proc. 2000-9, 2000-2 I.R.B. 280, by Proyjoq of quty subject to the hours of servicerrangement to the payor, or
viding rules under which the amount Ofitations of the Department of Trans-  (2) provides the employee with the
ordinary and necessary business expensgsaiion, § 274(n)(3) gradually increasesight to retain any amount in excess of the
of an employee for lodging, meal, and ing,e qeqyctible percentage to 80 percestibstantiated expenses covered under t
cidental expenses or for meal and incideng, 1oy aple years beginning in 2008. Foarrangement.
tal expenses incurred while traveling,, ahie vears beginning in 2000 or 2001, Section 62(c) further provides that the
away from home will be deemed substany, o geqyctible percentage for these esubstantiation requirements describe
tiated under § 1.274-5 of the Income TaXenqeq is 60 percent. therein shall not apply to any expense tc
Regulations when a payor (the employer, 3 section 274(d) provides, in partthe extent that, under the grant of regula
its agent, or a third party) providespar 54 g deduction shall be allowed undetory authority prescribed in § 274(d), the
diemallowance under a reimbursement %% 162 for any traveling expense (includCommissioner has provided that substar
other expense allowance arrangement | neals and lodging while away fromtiation is not required for such expense.
pay for such expenses. This revenue prifome) ynless the taxpayer complies with .07 Under § 1.62-2(c)(1) a reimburse-
cedure also provides an optional methogdy 5in substantiation requirements. Theent or other expense allowance arrange
for employees and self-employed individy tion further provides that regulationsnent satisfies the requirements of § 62(c
uals to use in computing the deductible,,, hrescribe that some or all of théf it meets the requirements of busines:
costs of business meal and incidental exy,siantiation requirements do not applgonnection, substantiation, and returning
penses paid or incurred while traveling, 5, eynense that does not exceed amounts in excess of expenses as spet
away from home. Use of a method dezpqnt prescribed by such regulations. fied in the regulations. Section 1.62-
scribed in this revenue procedure is Not 4 gection 1.274-5(g) of the regula2(e)(2) specifically provides that substan:
mandatory and a taxpayer may use actugl,s in part, grants the Commissionetiation of certain business expenses it
allowable expenses if the taxpayer mainge authority to prescribe rules relatingccordance with rules prescribed unde
tains adequate records or other sufficien), \oimpyrsement arrangementspar  the authority of § 1.274-5(g) or 1.274-
evidence for proper substantiation. Thigjem allowances for ordinary and neces5(j)(1) will be treated as substantiation of
revenue procedure does not provide rules, . oy penses paid or incurred whiléhe amount of such expenses for purpose
under which the amount of an employee’goejing away from home. Pursuant tof § 1.62-2. Under § 1.62-2(f)(2), the
lodging expenses will be deemed substagsig grant of authority, the CommissioneCommissioner may prescribe rules unde
tiated when a payor provides an alg,y"nrescribe rules under which suchvhich an arrangement providiper diem
lowance to pay for those expenses but ngf,angements or allowances, if in accorllowances will be treated as satisfying
meal and incidental expenses. dance with reasonable business practicthe requirement of returning amounts ir
SECTION 2. BACKGROUND AND will b_e r_egarded (1) as equivalent to subexcess of expenses, even _though th
CHANGES stantiation, by adequate records or oth@rrangement does not require the em
sufficient evidence, of the amount ofployee to return the portion of such an al
.01 Section 162(a) of the Internal Revsuch travel expenses for purposes of [Bwance that relates to days of travel sub
enue Code allows a deduction for all th&.274-5(c), and (2) as satisfying the restantiated and that exceeds the amount ¢
ordinary and necessary expenses paid quirements of an adequate accounting the employee’s expenses deemed substa
incurred during the taxable year in carrythe employer of the amount of suchtiated pursuant to rules prescribed unde
ing on any trade or business. Under thatavel expenses for purposes of § 1.274 274(d), provided the allowance is rea
provision, an employee or self-employed(f). sonably calculated not to exceed the
individual may deduct expenses paid or .05 For purposes of determining adamount of the employee’s expenses or ar
incurred while traveling away from homejusted gross income, 8§ 62(a)(2)(A) alficipated expenses and the employee is ri
in pursuit of a trade or business. Howlows an employee a deduction for exguired to return any portion of such an al-
ever, under § 262, no portion of suclpenses allowed by Part VI (§ 161 andbwance that relates to days of travel no
travel expenses that is attributable to pefellowing), subchapter B, chapter 1 ofsubstantiated.
sonal, living, or family expenses is dethe Code, paid or incurred by the em- .08 Section 1.62-2(h)(2)(i)(B) provides
ductible. ployee in connection with the perfor-that if a payor pays a per diem allowance



that meets the requirements of § 1.62he employer, for services, such as for porters and bag
2(c)(1), the portion, if any, of the al- (2) reasonably calculated not to exgage carriers. The term “incidental ex-
lowance that relates to days of travel sutseed the amount of the expenses or the grenses” does not include taxicab fares
stantiated in accordance with § 1.62-2(ejicipated expenses, and lodging taxes, or the costs of telegrams o
that exceeds the amount of the em- (3) paid at or below the applicabletelephone calls.

ployee’s expenses deemed substantiatéetleral per diem rate, a flat rate or stated

for such travel pursuant to rules preschedule, or in accordance with any othef3 Flat rate or stated schedule.

scribed under § 274(d) and § 1.274-5(g¥ervice-specified rate or schedule.

1) In general Except as provided in
or 8 1.274-5()(1), and that the employee - sectign) 3 (?3(2) of this rgvenuz rocedure
is not required to return, is subject to02Federal per diem rate and federal ' P

withholding and payment of employment M&IE rate. an allowance is paid at a flat rate or state

schedule if it is provided on a uniform and
taxes. See 88 31.3121(a)-3, 31.3231(e)- (1) General rule The federaper objective basis with respect to the ex-

1(a)(5), 31.3306(b)-2, and 31.3401(2)-4jiemrate is equal to the sum of the applicpenses described in section 3.01 of thi
of the Employment Tax Regulations. Begpe federal lodging expense rate and thevenue procedure. Such allowance ma
cause the employee is not required 0 regjicaple federal meal and incidental exbe paid with respect to the number of day:
turn this excess portion, the reasonablgsnqe (M&IE) rate for the day and localityaway from home in connection with the
period of time provisions of § 1.62-2(9)qf ravel. performance of services as an employee ¢
(relating to the return of excess amounts) (a) CONUS rates The rates for lo- on any other basis that is consistently ap
do not apply to this portion. calities in the continental United Stateplied and in accordance with reasonable
:09 Under § 1.62-2(h)(2)()(BY, the  «coNnus™) are set forth in Appendix A to business practice. Thus, for example, a
Commissioner may, in his or her discrézy ¢ ER. ch. 301. However, in applyinghourly payment to cover meal and inciden-
tion, prescribe special rules regarding thgection 4.01, 4.02, or 4.03 of this revenutal expenses paid to a pilot or flight atten-
timing of withholding and payment of em-p5caqure, taxpayers may continue to ustant who is traveling away from home in
ployment taxes oper diemallowances.  he CONUS rates in effect for the first Sconnection with the performance of ser-
-10 Section 1.274-5(j)(1) grants they,nths of 2000 for expenses of allices as an employee is an allowance pai
Commissioner the authority to establish & oNUS travel while away from home thaiat a flat rate or stated schedule. Likewise
method under which a taxpayer may elecle naid or incurred during calendar yeaa payment based on the number of mile:
to use a specified amount for meals paid 9l in lieu of the updated GSA rates. Araveled é.g, cents per mile) to cover meal
incurred while traveling away from home,ynaver must consistently use either thesmd incidental expenses paid to an over
in lieu of substantiating the actual cost Of5tes or the updated rates for the period ie-road truck driver who is traveling away
meals. _ October 1, 2000, through December 3Xrom home in connection with the perfor-
-11 Section 5.04 of this revenue proce,qgq mance of services as an employee is an a
dure contains revisions to the list of high- (b) OCONUS rates The rates for lowance paid at a flat rate or stated schec
cost localities and to the high-low rates o[, jities outside the continental Unitedlle.
purposes of section 5. States (“OCONUS") are established by the  (2) Limitation. For purposes of this
12 Section 6.07 of this revenue procégecretary of Defense (rates for non-foreigrevenue procedure, an allowance that i
dure contains a revision to the related parfy . jities, including Alaska, Hawaii, computed on a basis similar to that used i
rules. _ Puerto Rico, the Northern Mariana Islands;omputing the employee’s wages or othe
13 Sections 3.02, 4.04(5), and 5.06 Progng the possessions of the United States)mpensationeg, the number of hours
vide transition rules for the last 3 months,j py the Secretary of State (rates for foworked, miles traveled, or pieces pro-
of calendar year 2000 due to changes in thgy, |ocalities), and are published in theluced) does not meet the business conne
effective date of the CONUS rates pubper piem Supplement to the Standardizetibn requirement of § 1.62-2(d), is ngper
lished by GSA. Regulations (Government Civilians, For-diemallowance, and is not paid at a flat
SECTION 3. DEFINITIONS eign Areas) (updated on a monthly basis)rate or stated schedule, unless, as of De
(c) Internet access to the rates cember 12, 1989, (a) the allowance wa:s
.01 Per diem allowance The term per The CONUS and OCONUS rates may balentified by the payor either by making a
diemallowance” means a payment under found on the Internet at www.policy-separate payment or by specifically identi-
reimbursement or other expense allowanagorks.gov/perdiem. fying the amount of the allowance, or (b)
arrangement that meets the requirements (2) Locality of travel The term “lo- an allowance computed on that basis wa
specified in § 1.62-2(c)(1) and that is cality of travel” means the locality wherecommonly used in the industry in which
(1) paid with respect to ordinary andan employee traveling away from home ithe employee is employed. See § 1.62
necessary business expenses incurred, amnnection with the performance of ser2(d)(3)(ii).
which the payor reasonably anticipatesices as an employee of the employer stops
will be incurred, by an employee for lodg-for sleep or rest. %ECTION 4. PER DIEM
ing, meal, and incidental expenses or for (3) Incidental expensesThe term SUBSTANTIATION METHOD
meal and incidental expenses for traveincidental expenses” includes, but is not g1 per diem allowance If a payor
away from home in connection with thelimited to, expenses for laundry, cleaningays ger diemallowance in lieu of reim-
performance of services as an employee ahd pressing of clothing, and fees and tig§yrsing actual expenses for lodging, meal



and incidental expenses incurred or to bleome) and (c) of § 1.274-5, provided th@loyee is away from home during the pe:
incurred by an employee for travel awayemployee or self-employed individualriod. For example, assume an employe
from home, the amount of the expensesubstantiates the elements of time, place the transportation industry travels away
that is deemed substantiated for each calnd business purpose of the travel exrom home within CONUS on 17 days
endar day is equal to the lesser of plee penses in accordance with those reguléncluding partial days, see section 6.04 o

diem allowance for such day or thetions. this revenue procedure) during a calende
amount computed at the fedepar diem ] . month and receiveszer diemallowance

rate (see section 3.02 of this revenue prd?4 Special rules for transportation only for meal and incidental expenses
cedure) for the locality of travel for such ~ industry. from a payor that uses the special ruls

day (or partial day, see section 6.04 of this
revenue procedure).

.02 Meals only per diem allowancdf
a payor pays ger diemallowance only
for meal and incidental expenses in lieu 03

under section 4.04(2) of this revenue pro
cedure. The amount deemed substant

allowance only for meal and incidentaPd Lénde_r sect|o|r; 4t.r(1)2|0f this frtehvetm:f
xpenses for travel away from home aRroceadure IS equarto the lesser of the ot

escribed in section 4.02 of this revenuBe" diemallowance paid for the month or
! I I 1 rev u5646 (17 days at $38 per day).

ocedure to an employee in the tran S )
% poy (4) Transportation industry defined

incidental expenses incurred or to be inF-, L
ortation industry, or (b) an employee o . . .
curred by an employee for travel awa%elf-employed individual in the trans-‘zor purposes of this section 4.04 of this

from_ home, the amount_ of the eXpenS?gortation industry who computes thdevenue proc_e(_jure, _arl_employee or sel
that is deemed substantiated for each c nount allowable as a deduction for meaqmpl_oyed |n(’tI,|V|duaI_ is “in the transrforta-
endar day is equal to the lesser of plee and incidental expenses for travel awar?or_] !ndus’try only |f the employee’s or
diemallowance for such day or thefrom home in accordance with sectio nd|V|d_uaIswork (a) is of the type that di-
amount computed at the federal M&IE rectly involves moving people or goods

. . 4.03 of this revenue procedure. 4 . .
rate (see section 3.02 of this revenue pro- (2) Rates A taxpayer described in by airplane, barge, bus, ship, train, ol
guck, and (b) regularly requires travel

gedure) for_tr}ed locality of tr_ave(lsfg; S:fcr?_:section 4.04(1) of this revenue procedur ¢ h hich. duri inal
ay (or partial day, see section 6.04 of t 'ﬁmy treat $38 as the federal M&IE ratéWay from home which, during any single

revenue procedure). per diemal- for any locality of travel in CONUS trip away from home, usually involves
lowance is treated as paid only for me%nd/or $42 as the federal M&IE rate f(’mtravel to localities with differing federal
and incidental expenses if (1) the payogny locality of travel OCONUS. A payorM&IE rates. For purposes of the preced:
pays the employee for actual expenses f mg sentence, a payor must determine ths
[ employee or a group of employees i
n the transportation industry” by using a

A se the special rate(s) for all amounts sub- . . ’ .
in kind, (3) the payor pays the actual_ exiect to section 4.02 of this revenue procer_nethod that is consistently applied and ir
penses for lodging directly to the provide

. dure paid to that employee for travel awagcco_rdance with reasonable busines
of the lodging, (4) the payor does Not.om home within CONUS and/or Practice.
have a reasonable belief that lodging e

YBCONUS. as the case may be, during the (5) Transition rules Under the cal-
penses were or will be incurred by th%alendar );ear Similarly, an en’1ployee C)?ndar-year convention provided in sectior

employee, or (5) the allowance is Coméelf-employed individual that uses eithe4'04(2)' a taxpayer who used the federe
[ &IE rates during the first 9 months of

puted on a basis similar to that used | r both) of these special rates must u .
computing the employee’s wages or othe[ e special rate(s) for all amounts COm(_:alendar year ZQQO to’ substantiate th
amount of an individual's travel expenses

compensationg.g, the number of hours : ;
puted pursuant to section 4.03 of this re\i’inder sections 4.02 or 4.03 of Rev. Proc

worked, miles traveled, or pieces pro;
enue procedure for travel away front! o
duced). _ home within CONUS and/or OCONUS,ZOOO'g may not use, f(_)r th_at individual,
.03 Optional method for meals only de- dg}e special transportation industry rates

) . . as the case may be, during the calen . N . )

duction In lieu of using actual e>_<pe_n_sesy8ar_ See section 4.04(5) of this revenlﬁrov'ded in _thl_s section 4.04 until January
employees and self-employed individu- rocedure for transition rules. 1, 2001. Similarly, a taxpayer who usec
als, in computing the amount allowable ag (3) Periodic rule A payor described the special transportation industry rate:
a deduction for ordinary and necessary .tion 4.04(1) of this revenue proce(_Jluring the first 9 months of calendar yeat
meal and incidental expenses paid or irHure may compute the amount of the erTg_OOO to substantiate the amount of an in
curred for travel away from home, may oyee's expenses that is deemed subst jvidual's travel expenses may not use
use an amount computed at the federg ted under section 4.02 of this revenut" that individual, the federal M&IE

M&IE rate (see section 3.02 of this rev- . .o 4 re periodically (not less fre-

rates until January 1, 2001.
enue procedure) for the Iocaht_y of trave uently than monthly), rather than dailySECTION 5. HIGH-LOW
for e_ach calendar _day (or partial day, s y comparing the totaper diemal- SUBSTANTiATION METHOD
section 6.04 of this revenue p_roc_e_dur wance paid for the period to the sum of
the employee or self-employed '”d""_d”:lhe amounts computed at the federal .01General rule If a payor pays per
is away from home. Such amount will bei\g&lE rate(s) for the localities of travel diemallowance in lieu of reimbursing ac-
deemed substantiated for purposes gf. wo gavs’ (or partial days, see sectiotual expenses for lodging, meal, and inci
paragraphs (b)(2) (travel away fromg o, ¢ this revenue procedure) the endlental expenses incurred or to be incurre

(1) In general This section 4.04 ap-
plies to (a) a payor that payspar diem

tat uses either (or both) of these speci



by an employee for travel away from‘high-cost locality” specified in section .03High-cost localities The following
home and the payor uses the high-low.03 of this revenue procedure, or $12bcalities have a federaler diemrate of
substantiation method described in thigor travel to any other locality within $163 or more, and are high-cost localities
section 5 for travel within CONUS, theCONUS. Whicheveper diemrate ap- for all of the calendar year or the portion
amount of the expenses that is deemadlies, it is applied as if it were the federabf the calendar year specified in parenthe
substantiated for each calendar day iger diemrate for the locality of travel. sis under the key city name, except a:
equal only substantiation method proFor purposes of applying the high-lowprovided in section 5.06 of this revenue
vided in section 4.02 or 4.03 of this revsubstantiation method and the § 274(rjrocedure:
enue procedure. limitation on meal expenses (see section

.02 Specific high-low rates Except as 6.05 of this revenue procedure), the fed-
provided in section 5.06 of this revenueral M&IE rate shall be treated as $42 for
procedure, thger diemrate set forth in a high-cost locality and $34 for any other
this section 5.02 is $201 for travel to anyocality within CONUS.

Key city County or other defined location
California
Palm Springs Riverside
(January 1-May 31)
San Francisco San Francisco
Sunnyvale/Palo Alto/San Jose Santa Clara
Tahoe City Placer
Colorado
Aspen Pitkin
(January 1-April 30)
Silverthorne/Keystone Summit
Telluride San Miguel
(January 1-March 31)
Vall Eagle

(July 1-March 31)

District of Columbia
Washington, D.C. Washington, D.C.; the cities of Alexandria,
Fairfax, and Falls Church, and the counties of
Arlington, Fairfax, and Loudoun, in Virginia;
and the counties of Montgomery and Prince
George’s in Maryland

Florida
Key West Monroe
(January 1-April 30)
Idaho
Sun Valley City limits of Sun Valley
lllinois
Chicago Cook and Lake
Louisiana
New Orleans/St. Bernard Orleans, St. Bernard, Plaquemine,
(January 1-May 31) and Jefferson Parishes
Maryland
(For the counties of Montgomery and Prince George’s, see District of Columbia)
Ocean City Worcester
(June 15-October 31)
Massachusetts
Boston Suffolk
Cambridge Middlesex County (except Lowell)
Martha’s Vineyard Dukes

(June 1-October 15)



Michigan

Mackinac Island Mackinac
Traverse City Grand Traverse
(June 1-September 30)
Montana
Big Sky Gallatin (except West Yellowstone Park)
(November 1-April 30)
New Jersey
Cape May Cape May (except Ocean City)
(June 1-November 30)
Ocean City City limits of Ocean City
(June 15-September 15)
Piscataway/Belle Mead Somerset and Middlesex
Princeton/Trenton Mercer County
New York
The Bronx/Brooklyn/Queens The boroughs of The Bronx, Brooklyn, and
Queens
Manhattan Manhattan
Nassau County/Great Neck Nassau County
Suffolk County Suffolk County
White Plains City limits of White Plains
Pennsylvania
Hershey City limits of Hershey
(June 1-September 15)
Philadelphia Philadelphia
Utah
Park City Summit
(December 15-March 31)
Virginia
(For the cities of Alexandria, Fairfax, and Falls Church, and the counties
of Arlington, Fairfax, and Loudoun, see District of Columbia)
Wintergreen Nelson

.04 Changes in high-cost localities from the list of high-cost localities: diem substantiation method described ir
The list of high-cost localities in sectionCharlevoix, Michigan, and Union County,section 4.01 of this revenue procedure fo

5.03 of this revenue procedure differdNew Jersey. any OCONUS travel away from home.

from the list of high-cost localities in sec- .06 Transition rules A payor who used

tion 5.03 of Rev. Proc. 2000-9. .05 Specific limitation. the substantiation method of section 4.0:
(1) The following localities (listed by of Rev. Proc. 2000-9 for an employee dur

key cities) have been added to the list of (1) Except as provided in Sectloning the first 9 months of calendar year
high-cost localities: Palm Springs, CaIifor-5'05(2) of this revenue procedure, apa¥%noo may not use the High-Low Substan
nia; New Orleans/St. Bernard, Louisianat,hat uses the high-low SUbStam'""t'orfiation Method in section 5 of this revenue
Traverse City, Michigan; Trenton, New .Jer-mEIhOd with respect to an employee mu trocedure for that employee until January
sey; and Wintergreen, Virginia. use that method for all amounts paid t , 2001. A payor who used the High-Low

(2) The portion of the year for Whichth.at.employee for t_ravel away from homPSubstantiation Method of section 5 of
within CONUS during the calendar Yeéalgev. Proc. 2000-9 for an employee during

the following are high-cost localities (listed tion 5.06 of thi
by key cities) has been changed: Aspeﬁ,ee section 5.6 ol thiS revenue procpe first 9 months of calendar year 200(
must continue to use the High-Low Sub-

Colorado; Telluride, Colorado; Vail, Col- ure for trgnsnmn rules.
orado; Key West, Florida; Sun Valley, _ (2) With respect to an employee degiantiation Method for the remainder of
Idaho; Ocean City, Maryland; Martha'sScriPed in section 5.05(1) of this revenuegiendar year 2000 for that employee.
Vineyard, Massachusetts; Big Sky, MonProcedure, the payor may reimburse agsayor described in the previous sentenc
tana; Cape May, New Jersey; and Pafk@l €xpenses or use the meals qudy 5 yse the rates and high-cost localitie
City, Utah. diemmethod described in section 4.02 0gublished in section 5 of Rev. Proc. 2000
(3) The following localities (generally thiS revenue procedure for any traveg i, jiey of the updated rates and high
listed by key cities) have been remove@Way from home, and may use ther ., |ocalities provided in section 5 of this



revenue procedure, for travel on or aftewith the performance of services as an .06 No double reimbursement or de-
October 1, 2000, and before January Employee or self-employed individual; orduction If a payor pays ger diemal-
2001, if those rates and localities are used (2) Such rate may be prorated usingpwance in lieu of reimbursing actual ex-
consistently during this period for all em-any method that is consistently applieghenses for lodging, meal, and incidenta
ployees reimbursed under this method. and in accordance with reasonable busexpenses or for meal and incidental ex:
ness practice. For example, if an empenses in accordance with section 4 or !
ployee travels away from home from f this revenue procedure, any additional
a.m. one day to 5 p.m. the next day, payment with respect to such expenses i
.01 In general. The federalper diem method of proration that results in artreated as paid under a nonaccountabl
rate and the federal M&IE rate describe@Mount equal to 2 times the federal M&IEplan, is included in the employee’s gross
in section 3.02 of this revenue procedur@_te will be treated as being in ac_cordandecome, is_reported as wages or othe
for the locality of travel will be applied in with reasonable b_usmess practice (evammpensa_tlon on the employeg’s Form
the same manner as applied under tffgough only 1 1/2 times the federal M&IEW-2, and is subject to withholding and

Federal Travel Regulations, 41 C.F.Rrate would be allowed under the Federglayment of employment taxes. Simi-

Part 301-11 (2000), except as provided ifravel Regulations). larly, if an employee or self-employed
sections 6.02 thro'ugh 6.04 of this rev- -09 Application of the appropriate individual computes the amount allow-

enue procedure. § 274(n) limitation on meal expensesll  able as a deduction for meal and inciden
.02 Federal per diem rate A receipt ©F part of the amount of an _expenSe_GaI expenses for_travel away from home
for lodging expenses is not required ifeemed sul_ostann_ated under this revenire ac_cordance with section 4.03 or 4.04
determining the amount of eXpensegrocedure is subject to the appropriatef this revenue procedure, no other de
deemed substantiated under section 4.¢4nitation under § 274(n) (see sectiorduction is allowed to the employee or
or 5.01 of this revenue procedure. gee02 of this revenue procedure) on the deelf-employed individual with respect to
section 7.01 of this revenue procedure sgpuctibility of food and beverage ex-such expenses. For example, assume &
the requirement that the employee sutRenses. employee receives er diemallowan(_:e _
stantiate the time, place, and business (1) When an amqunt for meal androm a payor for lodging, meal, and inci-
purpose of the expense. incidental expenses is computed purdental expenses or for meal and inciden
.03Federal per diem or M&IE rate A suant to section 4.03 of this revenue prdal expenses incurred while traveling
payor is not required to reduce the federgedure, the taxpayer must treat sucaway from home. During that trip, the
per diemrate or the federal M&IE rate amount as an expense for food and beemployee pays for dinner for the em-
for the locality of travel for meals pro-€'ag€s. _ _ ployee a_nd two business a_ssociates. Th
vided in kind, provided the payor has a (2) When aper dlemgllo_wance is payor reimburses as a business entertair
reasonable belief that meal and incident@@id only for meal and incidental ex-ment meal expense the meal expense fc
expenses were or will be incurred by th@€NSes, the payor must treat an amoutite employee and the two business assc
employee. equal to the lesser of the allowance oriates. Because the payor also pagsra
.04 Proration of the federal per diem the federal M&IE rate for the locality of diemallowance to cover the cost of the
or M&IE rate. Pursuant to the Federaffavel for such day (or partial day, seemployee’s meals, the amount paid by
Travel Regulations, in determining thesection 6.04 of this revenue procedurethe payor for the employee’s portion of
federalper diemrate or the federal M&IE @S N expense for food and beverages. the business entertainment meal expens
rate for the locality of travel, the full ap- (3) When aper diemallowance is is treated as paid under a nonaccountabl
plicable federal M&IE rate is available Paid for lodging, meal, and incidentalplan, is reported as wages or other com
for a full day of travel from 12:01 a.m. to€XPENSes, the payor must treat an amoupg¢nsation on the employee’s Form W-2,
12:00 midnight. For purposes of deter-eqlﬂal to the federal M&IE rate for the lo-and is subject to withholding and pay-
mining the amount deemed substantiateflity of travel for each calendar day (oment of employment taxes.
under section 4 or 5 of this revenue pror_JartiaI day, see section 6.04 of this rev- .07 Related parties Sections 4.01 and
cedure with respect to partial days of"ue procedure) the employee is awdy of this revenue_proc_edure will not
travel away from home, either of the folfrom home as an expense for food andpply in any case in Whlch a payor and
lowing methods may be used to proratQeverages. For purposes of the precedn employee are related within the mean
the federal M&IE rate to determine theN9d sentence, whenger diemallowance ing of § 267(b), but for this purpose the
federalper diemrate or the federal M&IE for lodging, meal, and incidental ex-percentage of ownership interest referrec
rate for the partial days of travel: penses is paid at a rate that is less thamin § 267(b)(2) shall be 10 percent.

1) Such rate mav be prorated usinde federabper diemrate for the locality
the r(m)athod prescribéd bs/ the Federe%qf travel for such day (or partial day, se@ECTION 7. APPLICATION

Travel Regulations. Currently the FedSection 6.04 of this revenue procedure), o1 f the amount of travel expenses is
eral Travel Regulations allow three-N& payor may treat an amount equal tgeemed substantiated under the rules pre
fourths of the applicable federal M&IE 40 percent of such allowance as the fedjge in section 4 or 5 of this revenue pro-
rate for each partial day during which th&@l M&IE rate for the locality of travel ¢oqyre  and the employee actually sub
employee or self-employed individual is/" Such day (or partial day, see sectiogigptiates to the payor the elements o
traveling away from home in connectiorP-04 Of this revenue procedure). time, place, and business purpose of th

SECTION 6. LIMITATIONS AND
SPECIAL RULES



travel expenses in accordance with pardusiness travel expenses covered by tlitemized deduction is subject to the ap.
graphs (b)(2) (travel away from home)yer diem allowance in accordance witlpropriate limitation (see section 2.02 of
and (c) (other than subparagraplection 7.01 of this revenue procedurehis revenue procedure) on meal and er
(2)(iii)(A) thereof) of § 1.274-5, the em-See 8§ 1.274-5(f)(2)(i). In addition, suchtertainment expenses provided in
ployee is deemed to satisfy the adequafmrtion of the allowance is treated as paid 274(n) and the 2-percent floor on mis-
accounting requirements of § 1.274-5(funder an accountable plan, is not reportezkllaneous itemized deductions providec
as well as the requirement to substantiates wages or other compensation on the § 67.
by adequate records or other sufficient elemployee’s Form W-2, and is exempt .06 An employee who does not receive
idence for purposes of § 1.274-5(c). Sekom the withholding and payment of em-a per diemallowance for meal and inci-
§ 1.62-2(e)(1) for the rule that an arrangeployment taxes. See § 1.62-2(c)(2) andental expenses may deduct an amoul
ment must require business expenses (o)(4). computed pursuant to section 4.03 of thi:
be substantiated to the payor within a rea- .04 An employee is required to includeevenue procedure only as an itemize
sonable period of time. in gross income only the portion of thededuction. This itemized deduction is
.02 An arrangement providimger diem per diem allowance received from a payosubject to the appropriate limitation (see
allowances will be treated as satisfyinghat exceeds the amount deemed substesection 2.02 of this revenue procedure
the requirement of § 1.62-2(f)(2) with re-tiated under the rules provided in sectioon meal and entertainment expenses pre
spect to returning amounts in excess @f or 5 of this revenue procedure if the emvided in § 274(n) and the 2-percent floor
expenses if the employee is required to reployee substantiates the business traveh miscellaneous itemized deduction:
turn within a reasonable period of time (agxpenses covered by the per diem aprovided in § 67.
defined in 8§ 1.62-2(g)) any portion oflowance in accordance with section 7.01 .07 A self-employed individual may
such an allowance that relates to days of this revenue procedure. See § 1.274leduct an amount computed pursuant t
travel not substantiated, even though thg(f)(2)(ii). In addition, the excess portionsection 4.03 of this revenue procedure il
arrangement does not require the enof the allowance is treated as paid underdetermining adjusted gross income unde
ployee to return the portion of such an alronaccountable plan, is reported as wag&s62(a)(1). This deduction is subject to
lowance that relates to days of travel sutdr other compensation on the employeethe appropriate limitation (see section
stantiated and that exceeds the amount Bbrm W-2, and is subject to withholding2.02 of this revenue procedure) on mes
the employee’s expenses deemed substamd payment of employment taxes. Sesnd entertainment expenses provided i
tiated. For example, assume a payor pr&-1.62-2(c)(3)(ii), (c)(5), and (h)(2)(i)(B). § 274(n).
vides an employee an advanger diem .05 If the amount of the expenses that .08 If a payor’s reimbursement or other
allowance for meal and incidental exis deemed substantiated under the rulexpense allowance arrangement evi
penses of $200, based on an anticipatedofovided in section 4.01, 4.02, or 5 of thiglences a pattern of abuse of the rules «
days of business travel at $40 per day tor@venue procedure is less than th8 62(c) and the regulations thereunder, a
locality for which the federal M&IE rate amount of the employee’s business expayments under the arrangement will be
is $34, and the employee substantiatespnses for travel away from home, théreated as made under a nonaccountab
full days of business travel. The requireemployee may claim an itemized deducplan. Thus, such payments are include
ment to return excess amounts will b&on for the amount by which the businesé the employee’s gross income, are re
treated as satisfied if the employee is rdravel expenses exceed the amount thatperted as wages or other compensatio
quired to return within a reasonable pedeemed substantiated, provided the enon the employee’s Form W-2, and are
riod of time (as defined in § 1.62-2(g)) theployee substantiates all the businessubject to withholding and payment of
portion of the allowance that is attributtravel expenses, includes on Form 210@mployment taxes. See § 1.62-2(c)(3)
able to the 2 unsubstantiated days dimployee Business Expenses, thé&)(5), and (h)(2).
travel ($80), even though the employee ideemed substantiated portion of fher
not required to return the portion of the aldiemallowance received from the payor
lowance ($18) that exceeds the amount @ind includes in gross income the portio
the employee’s expenses deemed substdif-any) of theper diemallowance re-
tiated under section 4.02 of this revenueeived from the payor that exceeds the 41 The portion of ger diemal-
procedure ($102) for the 3 substantiatedmount deemed substantiated. SG]SWance, if any, that relates to the days o
day; of travel. However_, the $18 exces_s 1.274-5(f)_(2_)(|||). _ H_owe_ver, for PUT- husiness travel substantiated and that e;
portion of the allowance is treated as paidoses of claiming this itemized deduction.aaqs the amount deemed substantiate
under a nonaccountable plan as discussedth respect to meal and incidental eXsy, those days under section 4.01, 4.0
in section 7.04 of thl$ revenue procedu_repenses, substz_intlatlon of_the amount r 5 of this revenue procedure is subjec
.03 An emplpyee is not reql_ured to inthe expenses is not requwed_ if the €My withholding and payment of employ-
cI_ude in gross income the portion oper ployee is claiming a deduction that iSpent taxes. See § 1.62-2(h)(2)(i)(B).
dlem_allowance received from a payorequal to or less _than the am(_)unt COM-" 92 |n the case of per diemallowance
that is less than or equal to the amounguted under s_ect|on 4.03 of this revenuSaid as a reimbursement, the excess d
deemed substantiated under the rules prprocedure minus the amount deeme
vided in section 4 or 5 of this revenue prosubstantiated under sections 4.02 a
cedure if the employee substantiates the01 of this revenue procedure.

SECTION 8. WITHHOLDING AND
E’AYMENT OF EMPLOYMENT

ribed in section 8.01 of this revenue
ocedure is subject to withholding and
Th%ayment of employment taxes in the pay



roll period in which the payor reimburseghis revenue procedure (after applyinECTION 9. EFFECT ON OTHER
the expenses for the days of travel sulsection 4.04(3) of this revenue proceDOCUMENTS
stantiated. See § 1.62-2(h)(2)(i)(B)( dure), is subject to withholding and pay- .

.03 In the case of per diemallowance ment of employment taxes no later than ‘01 Rev. Proc. 2000-9 is hereby super
paid as an advance, the excess describé first payroll period following the pay- S€ded (except to the extent specified ir
in section 8.01 of this revenue procedureoll period in which the excess is com-S€ctions 4.04(5) and 5.06 of this revenu
is subject to withholding and payment oputed. See § 1.62-2(h)(2)(i)(B)( procedure) foper diemallowances that
employment taxes no later than the first .05 For example, assume that an en@® paid both (1) to an employee on or
payroll period following the payroll pe- ployer pays an employeeper diemal- after October 1, 2000, and (2) with re-
riod in which the days of travel with re-lowance to cover business expenses fgP€Ct t0 lodging, meal, and incidental ex-
spect to which the advance was paid areeals and lodging for travel away fromP€NSes or with respect to meal and inci
substantiated. See § 1.622(h)(2)()@®)( home at a rate of 120 percent of the fedlental expenses paid or incurred for trave
If some or all of the days of travel witheral per diemrate for the localities to While away from home on or after Octo-
respect to which the advance was paidhich the employee travels. The emP€r 1, 2000. Rev. Proc. 2000-9 is alsc
are not substantiated within a reasonablgioyer does not require the employee tg€rePy superseded (except to the exter
period of time and the employee does naeturn the 20 percent by which the reimSPecified in section 4.04(5) of this rev-
return the portion of the allowance thabursement for those expenses exceeds fHaU€ Procedure) for purposes of comput
relates to those days within a reasonabfederalper diemrate. The employee sub-"9 the amount allowable as a deductior
period of time, the portion of the al-stantiates 6 days of travel away fron{Of Meal and incidental expenses paid o
lowance that relates to those days is subome: 2 days in a locality in which thencurred by an employee or self-em-
ject to withholding and payment of em-federalper diemrate is $100 and 4 daysPloyed individual for travel while away
ployment taxes no later than the firstn a locality in which the federgler diem Tom home on or after October 1, 2000.
payroll period following the end of therate is $125. The employer reimburses -02 Notice 2000-48, 2000-37 I.R.B.
reasonable period. See § 1.622(h)(2the employee $840 for the 6 days of®> is hereby superseded.

H(A). _ travel away from home (2 x (120% XpRAFTING INFORMATION

.04 In the case of per diemallowance $100) + 4 x (120% x $125)), and does not
only for meal and incidental expenses forequire the employee to return the excess The principal author of this revenue
travel away from home paid to an empayment of $140 (2 days x $20 ($120procedure is Edwin B. Cleverdon of the
ployee in the transportation industry by $100) + 4 days x $25 ($150-$125)). FoDffice of Associate Chief Counsel (In-
payor that uses the rule in section 4.04(3he payroll period in which the employercome Tax and Accounting). For further
of this revenue procedure, the excess oéimburses the expenses, the employarformation regarding this revenue proce-
the per diemallowance paid for the pe- must withhold and pay employment taxeslure, contact Mr. Cleverdon at (202) 622-
riod over the amount deemed substanten $140. See section 8.02 of this revenu#920 (not a toll-free call).
ated for the period under section 4.02 gfrocedure.




