The California State University
Office of the Chancellor
400 Golden Shore
Long Beach, CA 90802-4275
(562) 985-2678

Code: TECHNICAL LETTER

Date: December 11, 1998 HR/Benefits
98-13
To: Associate Vice Presidents/Deans of Faculty
Human Izources Directors
From: Cathy Robi %A L2 Y
Senior Director
Human Resources Administration
Subject: Meal Reimbursements for Travel Less Than 24 Hours
For reference, we have attached the State Controller’s Office (SCO) Payroll Letter #98-038
which provides revised tax and reporting instructions affecting meal reimbursements for
travel less than 24 hours. This letter was issued by the SCO in response to a SCO legal
opinion that under federal and California law, the employer must report meal
reimbursements as taxable income for employees who are on business travel for less than
24 hours when their travel does not require an overnight stay.
CR/b
Attachment
Distribution: All with Attachment
Presidents Employee Relations
Interim Senior Director, Human Resources Business Managers
Vice Presidents, Academic Affairs Budget Officers
Vice Presidents, Administration Accounting Directors
Vice Presidents, Deans of Students Payroll Supervisors
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Employee Relations Designees



STATE OF CALIFORNIA KATHLEEN CONNELL.,
Conbroll eT of CallF Tnia

OFFICE OF 57AT uDN*RSLL:R
PERSCNNEL /FAYRCLL SERVICES DIVISIGN
300 Capitol Mall
P.0. Box 942B5C
Sacramento, CA F4Z50-3878
DATE: December 1, 1398 PAYROLL LETTER # %8-038

TO: All Agencies/Campuses in the Uniform State Payroll System
FROM: RA&LPH ZENTNER., Chief

Personnel/Fayroll Operations Bureau
RE: MEAL REIMBURSEMENTS FOR TRAVEL LESS THaAN 24 HOURS

PILEASE CHECK WITH YOUR ACCOUNTING OFFICE TO DETERMINE
WHETHER IT RECEIVEES PAYRDLL LETTERS VIA COFFICEVISICN. IF
IT DOES NCT. FPLEASE PROVIDE & COPY OF THIS LETTER TO THEM.
This letter provides revised taz and repcrting instructicns
affecting meal reimburcements for travel zwsy from home for
less then 24 houre wherelin neither ar cvernioht stau nor
subsitantizl siesep/rest sTe Tecuirad.

Fevenue Code (IRC) 1&Z2{&) requires that mesl
; veimburzed by an employer to an employee, Ffor
way from home for g 24 hours wherein
ﬂeltht—.-'r arn overnight stay nor substantial sleep/Tect
required, represent taxsble and reportable income.
reimbursements, even when paid under an employer’s
accountablie reimbursement plan provizions, do not qualify
ac "business expeEnses” Rather, these meal reimbursemesnts

are @ "persomnal ezpense” under the IRC, Sections 162{a) and
bEich.
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Tazxable and Reportable Travel Relsted Mes)l Reimbursements
All meal rveimbursements for travel for less than Z4 haurs
are ta¥able and rteportable unless:
#* Travel requires an overnight stay (iodging)
OR
# Travel satisfies the three Sleep/Rect Rule proviecions
requited by IRS Announcement Z0-127:
- the trip lasts substantially longer than an
ordinary day’s woTk
AND
- the employee cannot reasonably be expected to
make the trip without being teleased Ffrom duty
for sufficient time to obtain csubstantial
zleep/Test. NOTE: the IRS has rtuled that brief
rest periods, few hours or less, do noft satisty
the definition of substantial slesp/rest
AND
- the relesse from cuty is with the employer’c
tacit or expressed acquiescence oT is Tegquired
by governmental regulations
The Sieep/Hest Hule generally aepplies to employment
gocrcupstions, by the nature of the work performed (truck
grivers., airline pilots and other transportation jobs
entailing the safe cperation of equipment), which reguitTe
limited work shifte, followed by & substantial sleep/Test
peTiod, before an employee i allowed to begin a new work
cshift or conmtinue & tTip.
EXAGMPLE 1 (TAXABLE): An employee drives from
Sacramentc to San Francisco leaving at 5:00 a.m. and
returning at &:00 p.m. The employee is entitied.
under the emplouer’s (accountable or non-accountable)
reimbursement plan, to %$&6 00 for breaskfast. Since

i

were the Sleep/Rest Rule provisions satisfi
%6. 00 is taxable and reportable income

the employee did mot requirte an overnight =tay nor
ied, i

e

MPLE 2 (TAXABLE): &n employee flies from Los

eles to San Francisco, leaving at noon and

urnirg at 10:00 p.m. The employee is entitled.

2T the employer’s (accountable or non—accountable)
mbursement plan to £18. 00 for dinner. Since the
pioyee did not require an overnight stay nor were

g Sleep/Rest Rule provisions satisfied, the €1i8. 00
ic taxable and reportable income.



Non—taxable and Non—repcoritable Travel Related Msail
Reimbursements

Meal reimbursements, for trav
pzid under accountable ola
non—-reportable when:

for less tham Z4 hours when
isions are non—tazxable and

# travel requires an overnight stay (lodging’
OR
3* travel satisfies the three Sleep/Rest Rule provisions

noted above.

XAMPLE 3 {(NON-TAXABLE): An employee fliee from San
Diego to Sacramento leaving at 4:00 p.m., spending
the night at a hotel and returning to San Diego the
ext day at 10:30 s . m. The employee is entitled,
imider the employer’s accountable reimbursement pi
claim %12.00 for dinner and %&6. 00 for hreakfa

ough the trip was less than 24 hours, because QF
overnight stay wees Tequired, the dinner arnd
breakfacst reimbursemente a37e non—-taxable.
non—reportable income
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EAAMPLE 4 (NON-TARAELE): An employee, & truck
driver, iz scheduled for & round trip Tun between Los
Ang e ¢ and Zacramento. The employese lesves Los
érnoeliez at 400 . m  and r=tur1> to lLos 4ngeles =t
11,00 np.om he zmployer reguires the employes %o
secure 4 hours of rTest in Sacramento before beginning
the return portion of the trip. The employee 1is
entitled, under the employer’s accountable
Teimbursement plan to claim %&. 00 for breakfast and
$128. 00 for dinner. Because the Sleep/Rest Rule
provisions were satisfied, the breakfast and dinner
reimbursements aTe non—taxable, non-reportable
InCome.

REFORTING REQUIREMENTS

Taxable m=al eimbu*’ement: must be reported monthly to the
State Conircller s OFffice via Form STD. &7&F. NOM-USPE
ADJUSTMENT REGQUEST —— PAYMENTS. Forms must be submitted by
the 10th of the month following the month in which the
payments were made.



COMPLETIGN INSTRUCTIONS

co 1g the Form STD &74&4F, p refer to ths
Pz 11 yres Manusl (PPM), Sectionm I-1&63. The
followi Code and Item Descripticn must be entered on
the Form S7TD. &7&F when Teporting taxable meal
reimbursements
Item Code Item Description

MP Meals snd Lodging - Fer Diem

WITHHDLDING REQUIREMENTS

Taxable meal reimbursements are sub ject to Federal/State
Income and applicable Social Security/Medicare taxes. &
tazes will be withheld from & subseauent, regular payrol
warrant.
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EMPLOYEE MOTIFICATION

Pleace ad

vise your emplogyees of the reviced tay withheolding
and reporting resquitements, Ag thege requ:rnments
tepresent s significant change in meal ftazabilitu,
emnpioyees should be cware of the tax implications beforse
treveling
CONTACTS
PPM reavisione are forthcoming. Flesse uze the following
contacts for assistance:
Form Z7D. &7& Compnleticon
Fayroll Operations {(Fi&)y 322-8100
W=-2 Unit CALNET 422-B100
Reporting Requirements
Jim Fiack (91s) 322-Biz8
Tax Suppart Section CALNET 452-8128

RZI: JF/TEES



