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16" Amendment

to the US
Constitution

“The Congress shall have power to lay and collect taxes on incomes, from
whatever source derived, without apportionment among the several
States, and without regard to any census or enumeration.”

Passed by Congress in July 1909. Ratified in February 1913. This
amendment gave Congress a new source of revenue and created the
“modern-day” income tax system in the US

* Establishes a permanent Federal income tax not tied to state
population

e Creates the modern progressive income tax system where
those who make more pay more in taxes

*  Revenue Act of 1913 — passed by Congress in October 1913
* Permanent Income Tax
* 1% income above $3,000

. 6% surtax on income above $500,000
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https://en.wikipedia.org/wiki/History_of_taxation_in_the_United_States
https://arkansasgopwing.blogspot.com/2019/02/the-16th-amendment-how-us-federal.html
https://creativecommons.org/licenses/by-nc-sa/3.0/

Why Does This Matter

The 16" Amendment gave Congress broad
powers to directly tax an individual’s earnings
and to determine what is considered income.

“Generally, you must include in gross
income everything you receive in payment
for personal services. In addition to wages,
salaries, commissions, fees, and tips, this
includes other forms of compensation such
as fringe benefits* and stock options. ”
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*This includes travel and entertainment
expenses since these can be used as fringe
benefits by companies to pay their employees.

https://www.irs.gov/taxtopics/tc511



https://www.irs.gov/businesses/small-businesses-self-employed/what-is-taxable-and-nontaxable-income#:%7E:text=Generally%2C%20you%20must%20include%20in,fringe%20benefits%20and%20stock%20options.
https://www.irs.gov/taxtopics/tc511

IRS Requirements

Wl IRS

Department of the Treasury
Internal Revenue Service
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Established the taxability of Travel and Entertainment Expenses

Creates two types of plans

* Non-Accountable Plan — No rules, no receipt requirements,
no timeline for reimbursements — All taxable

* Accountable Plan —rules on what is reimbursable and at
what amounts, general guidelines on documentation
requirements, and the requirement for a timeline to seek
reimbursement. Expenses aren’t taxable if requirements are
met.

= Establishes areas where/when travel and
entertainment reimbursements are treated as
business expenses that are deductible/not taxable.

= Requires that reimbursements for these expenses
must be done in a reasonable timeframe.

® This includes the unaccounted amounts of a
cash advance in a reasonable period of time.

It does not establish a requirement to reimburse for anything.



https://www.blacklistednews.com/article/77242/irs-says-it-bought-in-to-location-database-for-millions-of-us-cellphones-to-track-tax-crime.html
https://creativecommons.org/licenses/by/3.0/

There are NO Federal or other state requirements

You can spend whatever o reimeurse foran trave o et e o
you want while on travel

for dollar what you spend.
There is a requirement for entities to set standards

Stat Uus fo r b U Si ness ?lf'lo’greé\\gfégaiarrr\éogrsements and hold employees to
h owever Spend at your own risk!
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How is UTA’s Accountable Plan Established

I’'m just trying to do my job!

Why do you make this so hard?

Congress

IRS —Publication 463; IRC Rule 162 + Others

US General Service Administration
(GSA)

Texas —General
Appropriations Act & State
of Texas Travel Regulations

Act

UT System

UTA

Each layer adds:

» Adifferent type of accountability to
establish business purposes

* Requirements to be reimbursed for
business travel expenses

This makes the process more complex.

Why do requirements change often?
* Audits
* Law/IRS guidance changes

* Traveler behaviors that are not
consistent with the above



Why This is Important to You, the UTA Traveler?

UTA must hold employees to our Accountable Plan. If we don’t, all travel and
entertainment expenses are taxed since the plan becomes Non-accountable.

UTA will only reimburse expenses based on the published Accountable Plan.

Remember there is no requirement to reimburse dollar for dollar what
you spend while traveling on business.

UTA’s Accountable Plan requires that expenses be submitted in Concur and “in
good order” within the first 60 calendar days after the last day of travel, or they
are considered taxable. Simply submitting the expense report does not meet
the requirement.

Taxable expenses are reported to Payroll the week after the expense report is
approved. Once taxation has occurred, it will not be reversed.

Late travel reimbursements could cost you between 10-37% of the expense
report amount in income tax for tax year 2023, depending on your tax bracket.
Your department is charged the employer portion of those taxes.

Departmental administrative staff issues will not be considered or approved as
an exception.

UTA will only consider exceptions in rare cases of illness or other reasonable
explalmatlons as to why the expenses were not reconciled within the required
timeline.



Between
Travel end Expense Report must be submitted "in good order"

S u b m I S S I O n CEVCEL GV into workflow in Concur.
Timeline

calendar days

Between 30
and 60
calendar days

Expense Report must be submitted "in good order"
into workflow in Concur.

60 calendar
days after end
date

Error Free Expense Report fully processed are
taxable.
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