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ACCOUNTABLE MILEAGE PLAN

This plan under which an employee (Executive Director) is reimbursed for expenses or receives an allowance to cover expenses is determined to be an accountable plan due to the following conditions being satisfied:

· It is established that there is  a business condition for the expenses;
· It is established that the expense is in connection with performance of services as the Executive Director of Munday Housing Authority.
· It is established that the reimbursement is for an expense the employee could deduct on his/her tax return
· It is established that the employee must either substantiate or be deemed to have substantiated the expenses;
· It is established that generally substantiation consists of receipts and/or cancelled checks and invoices that show the nature and amount of the expenditure; however, it is permissible that expenses are deemed to have been substantiated by utilizing such things as using the Current IRS mileage allowance rate rather than actual expenses for operating a vehicle or use of a per diem rate for overnight travel rather than requiring receipts for meals
· It is established that the employee must return to the employer amounts in excess of the substantiated (or deemed substantiated) expenses within a reasonable time
· It is established that the method of determining a reasonable time shall be a Fixed Date of December 31 for each payment year.   
· It is established that return of excess amounts shall be made within 120 days after expenses are paid or incurred 
· It is established that amounts paid under accountable plans are not income to the employee and are not shown on Form W-2.

The Executive Director will be required to keep a daily log of business miles driven.  It is permissible for mileage to be estimated on payroll checks, however, at the end of each year an entry will be made to reimburse for mileage not previously paid, or for the employee to  return any mileage reimbursement received but not substantiated.  Mileage shall be reviewed during the year to insure estimates being paid are accurately, and to reduce the occurrence of a significant payment or return having to be made at the end of the year.  The most current IRS mileage rate will be utilized at all times.





References:
26 CFR 601.105: Examination of returns and claims for refund, credit, or abatement; determination of correct tax liability.
(Also Part I, §§ 62, 162, 170, 213, 217, 274, 1016; 1.62-2, 1.162-17, 1.170A-1, 1.213-1, 1.217-2, 1.274-5, 1.1016-3.)
Rev. Proc. 2007-70
SECTION 1. PURPOSE
This revenue procedure updates Rev. Proc. 2006-49, 2006-47 I.R.B. 936, and provides optional standard mileage rates for employees, self-employed individuals, or other taxpayers to use in computing the deductible costs of operating an automobile for
business, charitable, medical, or moving expense purposes. This revenue procedure also provides rules under which the amount of ordinary and necessary expenses of local travel or transportation away from home that are paid or incurred by an employee are
deemed substantiated under § 1.274-5 of the Income Tax Regulations if a payor (the employer, its agent, or a third party) provides a mileage allowance under a reimbursement or other expense allowance arrangement to pay for the expenses. Use of a method of substantiation described in this revenue procedure is not mandatory and a taxpayer may use actual allowable expenses if the taxpayer maintains adequate records or other sufficient evidence for proper substantiation. The Internal Revenue Service prospectively adjusts the business and medical and moving standard mileage rates annually (to the extent warranted).


.07 Under § 1.62-2(c), a reimbursement or other expense allowance arrangement satisfies the requirements of § 62(c) if it meets the requirements of business connection, substantiation, and returning amounts in excess of expenses as specified in the
regulations. If an arrangement meets these requirements, all amounts paid under the arrangement are treated as paid under an accountable plan and are excluded from income and wages. If an arrangement does not meet these requirements, all amounts
paid under the arrangement are treated as paid under a nonaccountable plan and are included in the employee's gross income, must be reported as wages or compensation on the employee's Form W-2, and are subject to the withholding and payment of
employment taxes. Section 1.62-2(e)(2) specifically provides that substantiation of certain business expenses in accordance with rules prescribed under the authority of prescribed under the authority of § 1.274-5(g) will be treated as substantiation of the
amount of the expenses for purposes of § 1.62-2. Under § 1.62-2(f)(2), the Commissioner may prescribe rules under which an arrangement providing mileage allowances is treated as satisfying the requirement of returning amounts in excess of expenses, even though the arrangement does not require the employee to return the portion of the allowance that relates to miles of travel substantiated and that exceeds the amount of the employee's expenses deemed substantiated pursuant to rules prescribed under § 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 the allowance that relates to miles of travel not substantiated.
.08 Section 1.62-2(h)(2)(i)(B) provides that if a payor pays a mileage allowance under an arrangement that meets the requirements of § 1.62-2(c)(1), the portion, if any, of the allowance that relates to miles of travel substantiated in accordance with § 1.62-2(e), that exceeds the amount of the employee's expenses deemed substantiated for the travel pursuant to rules prescribed under § 274(d) and § 1.274-5(g), and that the employee is not required to return, is subject to withholding and payment of employment taxes. See §§ 31.3121(a)-3, 31.3231(e)-1(a)(5), 31.3306(b)-2, and 31.3401(a)-4 of the Employment Tax Regulations. Because the
employee is not required to return this excess portion, the reasonable period of time provisions of § 1.62-2(g) (relating to the return of excess amounts) do not apply to this excess portion. .09 Under § 1.62-2(h)(2)(i)(B)(4), the Commissioner may provide special rules regarding the timing of withholding and payment of employment taxes on mileage allowances.  The allowance may be
paid periodically at a fixed rate, at a cents-per-mile rate, at a variable rate based on a stated schedule, at a rate that combines any of these rates, or on any other basis that is consistently applied and in accordance with reasonable business practice.


                                


