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IRS Announce 2021 Standard Mileage Rates

Background

While there is no federal law requiring businesses to reimburse employees for their milage some
states like California do have reimbursement requirements for employee mileage. Mileage
reimbursement can be a good way to attract and retain workers. As the COVID-19 vaccine
becomes more widely available, employers should start to revisit how their operation will look in
2021 and if they will resume mileage reimbursement.

Summary

On December 22, 2020, the Internal Revenue Service (IRS) issued the 2021 standard mileage
rates, which are used to calculate the deductible costs of operating an automobile (also van,
pickup, or panel truck) for business, charitable, medical, or moving purposes. The new standard
mileage rates began on January 1, 2021. The table below compares the 2020 and 2021 rates.
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Purpose 2020 2021 Change from
rate per mile rate per mile 2020

Business 57.5¢ 56¢ - 1.5¢
e Medical
e Moving purposes 17¢ 16¢ -l¢g

only for qualified

active-duty

members of

Armed Forces
Charitable 14¢ 14¢ Same

Note that the rate for “charitable” purposes is set by statute and therefore remains unchanged

from 2020.

Under the Tax Cuts and Jobs Act, taxpayers cannot claim a miscellaneous itemized deduction

for unreimbursed employee travel expenses. Taxpayers also cannot claim a deduction for
moving expenses, unless they are members of the Armed Forces on active duty moving under
orders to a permanent change of station.

Employer Next Steps

¢ Continue to stay up to date with the most recent guidance from the IRS, and update

your fravel and expense policies accordingly.

e If you are a Full-Service or Virtual HR client and have questions regarding this e-Alert,

please email us.
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The People Simplifying HR

For almost twenty years, HR Knowledge has made it our mission to demystify the complex and daunting
process of HR management. We do more than just provide the level of service and technology you’d expect
from an industry leader. We combine unparalleled passion for service with our decades of HR, payroll, and
benefits experience to provide our clients with personalized and actionable advice that is second—to—none.
From managed payroll to employee benefits to HR support, we can help your organization thrive, grow, and
reduce operating costs—no matter what industry you serve. Whether you’re interested in our Full-Service
solution or just need your employee handbook written, HR Knowledge can help you minimize risk while
staying on top of compliance regulations. The bottom line? We’re not just another cloud-based technology

company that also does HR, #WeAreHR. Get the scoop on how we can help you simplify HR.
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