
payment of employment taxes. See
§ 1.62–2(h)(2)(i)(B).
.02 In the case of a per diem allow-

ance paid as a reimbursement, the ex-
cess described in section 8.01 is subject
to withholding and payment of employ-
ment taxes in the payroll period in
which the payor reimburses the ex-
penses for the days of travel substanti-
ated. See § 1.62–2(h)(2)(i)(B)(2).
.03 In the case of a per diem allow-

ance paid as an advance, the excess
described in section 8.01 is subject to
withholding and payment of employ-
ment taxes no later than the first payroll
period following the payroll period in
which the days of travel with respect to
which the advance was paid are substan-
tiated. See § 1.62–2(h)(2)(i)(B)(3). If
some or all of the days of travel with
respect to which the advance was paid
are not substantiated within a reasonable
period of time and the employee does
not return the portion of the allowance
that relates to those days within a
reasonable period of time, the portion of
the allowance that relates to those days
is subject to withholding and payment
of employment taxes no later than the
first payroll period following the end of
the reasonable period. See § 1.62–
2(h)(2)(i)(A).
.04 In the case of a per diem allow-

ance only for meal and incidental ex-
penses for travel away from home paid
to an employee in the transportation
industry by a payor that uses the rule in
section 4.04(3), the excess of the per
diem allowance paid for the period over
the amount deemed substantiated for the
period under section 4.02 (after applying
section 4.04(3)), is subject to withhold-
ing and payment of employment taxes
no later than the first payroll period
following the payroll period in which
the excess is computed. See § 1.62–
2(h)(2)(i)(B)(4).
.05 For example, assume that an em-

ployer pays an employee a per diem
allowance to cover business expenses
for meals and lodging for travel away

from home at a rate of 120 percent of
the Federal per diem rate for the locali-
ties to which the employee travels. The
employer does not require the employee
to return the 20 percent by which the
reimbursement for those expenses ex-
ceeds the Federal per diem rate. The
employee substantiates 6 days of travel
away from home: 2 days in a locality in
which the Federal per diem rate is $100
and 4 days in a locality in which the
Federal per diem rate is $125. The
employer reimburses the employee $840
for the 6 days of travel away from home
(2 × (120% × $100) + 4 × (120% ×
$125)), and does not require the em-
ployee to return the excess payment of
$140 ((2 days × $20 ($1202$100) + 4
days × $25 ($1502$125)). For the pay-
roll period in which the employer reim-
burses the expenses, the employer must
withhold and pay employment taxes on
$140. See section 8.02.

SECTION 9. EFFECT ON OTHER
DOCUMENTS

Rev. Proc. 96–28 is hereby super-
seded for per diem allowances paid to
an employee on or after January 1, 1997
with respect to lodging, meal, and inci-
dental expenses or with respect to meal
and incidental expenses paid or incurred
for travel while away from home on or
after January 1, 1997 and, for purposes
of computing the amount allowable as a
deduction, for meal and incidental ex-
penses paid or incurred by an employee
or self-employed individual for travel
while away from home on or after
January 1, 1997.

DRAFTING INFORMATION

The principal author of this revenue
procedure is Edwin B. Cleverdon of the
Office of Assistant Chief Counsel (In-
come Tax and Accounting). For further
information regarding this revenue pro-
cedure, contact Mr. Cleverdon on (202)
622–4920 (not a toll-free call).

Social Security Contribution and
Benefit Base

Under authority contained in the
Social Security Act (‘‘the Act’’), the
Commissioner, Social Security Admin-
istration, has determined and announced
(61 F.R. 55346, dated October 25,
1996) that the contribution and bene-
fit base for remuneration paid in 1997,
and self-employment income earned in
taxable years beginning in 1997 is
$65,400.

‘‘Old-Law’’ Contribution and Benefit
Base

General.The 1997 ‘‘old-law’’ contri-
bution and benefit base is $48,600. This
is the base that would have been effec-
tive under the Act without the enactment
of the 1977 amendments. The base is
computed under section 230(b) of the
Act as it read prior to the 1977 amend-
ments.
The ‘‘old-law’’ contribution and ben-

efit base is used by:
(a) the Railroad Retirement program

to determine certain tax liabilities and
tier II benefits payable under that pro-
gram to supplement the tier I payments
which correspond to basic Social Secu-
rity benefits,
(b) the Pension Benefit Guaranty

Corporation to determine the maximum
amount of pension guaranteed under the
Employee Retirement Income Security
Act (as stated in section 230(d) of the
Act),
(c) Social Security to determine a

year of coverage in computing the spe-
cial minimum benefit, as described ear-
lier, and
(d) Social Security to determine a

year of coverage (acquired whenever
earnings equal or exceed 25 percent of
the ‘‘old-law’’ base for this purpose
only) in computing benefits for persons
who are also eligible to receive pensions
based on employment not covered under
section 210 of the Act.
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