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Reg. Section 1.62-2(d)(1) 
Reimbursements and other expense allowance arrangements 
 
 

(d) Business connection— 
 

(1) In general. Except as provided in paragraphs (d)(2) and (d)(3) of this section, an 
arrangement meets the requirements of this paragraph (d) if it provides advances, 
allowances (including per diem allowances, allowances only for meals and 
incidental expenses, and mileage allowances), or reimbursements only for 
business expenses that are allowable as deductions by part VI (section 161 and the 
following), subchapter B, chapter 1 of the Code, and that are paid or incurred by 
the employee in connection with the performance of services as an employee of 
the employer. The payment may be actually received from the employer, its 
agent, or a third party for whom the employee performs a service as an employee 
of the employer, and may include amounts charged directly or indirectly to the 
payor through credit card systems or otherwise. In addition, if both wages and the 
reimbursement or other expense allowance are combined in a single payment, the 
reimbursement or other expense allowance must be identified either by making a 
separate payment or by specifically identifying the amount of the reimbursement 
or other expense allowance. 
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