2015 Payroll Fact Sheet
Reimbursements ( https://www.irs.gov/publications/p463/ch06.html )
This section explains what to do when you receive an advance or are reimbursed for any of the employee business expenses
discussed in this publication.
If you received an advance, allowance, or reimbursement for your expenses, how you report this amount and your expenses
depends on whether your employer reimbursed you under an accountable plan or a nonaccountable plan.
This section explains the two types of plans, how per diem and car allowances simplify proving the amount of your expenses,
and the tax treatment of your reimbursements and expenses. It also covers rules for independent contractors.
No reimbursement. You are not reimbursed or given an allowance for your expenses if you are paid a salary or
commission with the understanding that you will pay your own expenses. In this situation, you have no reimbursement or
allowance arrangement, and you do not have to read this section on reimbursements. Instead, see Completing Forms 2106
and 2106-EZ , later, for information on completing your tax return.
Reimbursement, allowance, or advance. A reimbursement or other expense allowance arrangement is a system or plan
that an employer uses to pay, substantiate, and recover the expenses, advances, reimbursements, and amounts charged to the
employer for employee business expenses. Arrangements include per diem and car allowances.
A per diem allowance is a fixed amount of daily reimbursement your employer gives you for your lodging, meals, and
incidental expenses when you are away from home on business. (The term “ incidental expenses ” is defined in chapter 1
under Standard Meal Allowance.) A car allowance is an amount your employer gives you for the business use of your car.
Your employer should tell you what method of reimbursement is used and what records you must provide.
Employers. If you are an employer and you reimburse employee business expenses, how you treat this reimbursement on
your employee's Form W-2 depends in part on whether you have an accountable plan. Reimbursements treated as paid under
an accountable plan, as explained next, are not reported as pay. Reimbursements treated as paid under nonaccountable plans ,
as explained later, are reported as pay. See Publication 15 (Circular E), Employer's Tax Guide, for information on employee
pay.
Accountable Plans
To be an accountable plan, your employer's reimbursement or allowance arrangement must include all of the following rules:
1. Your expenses must have a business connection — that is, you must have paid or incurred deductible expenses while
performing services as an employee of your employer.
2. You must adequately account to your employer for these expenses within a reasonable period of time.
3. You must return any excess reimbursement or allowance within a reasonable period of time.
An excess reimbursement or allowance is any amount you are paid that is more than the business-related expenses that you
adequately accounted for to your employer.
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