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Reg. Section 1.62-2(g)(1)

Reimbursements and other expense allowance arrangements

(g)Reasonable period.

(1)In general. The determination of a reasonable period of time will depend on the facts
and circumstances.

(2)Safe harbors.

(1) Fixed date method. An advance made within 30 days of when an expense is
paid or incurred, an expense substantiated to the payor within 60 days after it is
paid or incurred, or an amount returned to the payor within 120 days after an
expense is paid or incurred will be treated as having occurred within a reasonable
period of time.

(i1) Periodic statement method. If a payor provides employees with periodic
statements (no less frequently than quarterly) stating the amount, if any, paid
under the arrangement in excess of the expenses the employee has substantiated in
accordance with paragraph (e) of this section, and requesting the employee to
substantiate any additional business expenses that have not yet been substantiated
(whether or not such expenses relate to the expenses with respect to which the
original advance was paid) and/or to return any amounts remaining
unsubstantiated within 120 days of the statement, an expense substantiated or an
amount returned within that period will be treated as being substantiated or
returned within a reasonable period of time.

(3)Pattern of overreimbursements. If, under a reimbursement or other expense allowance
arrangement, a payor has a plan or practice to provide amounts to employees in excess of
expenses substantiated in accordance with paragraph (e) of this section and to avoid
reporting and withholding on such amounts, the payor may not use either of the safe
harbors provided in paragraph (g)(2) of this section for any years during which such plan
or practice exists.
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