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loan, advance, or deposit, of money, or any-
thing of value, and includes a contract, prom-
ise, or agreement to make a contribution,
whether or not legally enforceable.

(3) Expenditures

For purposes of paragraph (1)(C), the term
“expenditures’ includes a payment, distribu-
tion, loan, advance, deposit, or gift, of money,
or anything of value, and includes a contract,
promise, or agreement to make an expendi-
ture, whether or not legally enforceable.

(c) Exception

In the case of a taxpayer who uses an accrual
method of accounting, subsection (a) shall not
apply to a debt which accrued as a receivable on
a bona fide sale of goods or services in the ordi-
nary course of the taxpayer’s trade or business
if—

(1) for the taxable year in which such receiv-
able accrued, more than 30 percent of all re-
ceivables which accrued in the ordinary course
of the trades and businesses of the taxpayer
were due from political parties, and

(2) the taxpayer made substantial continu-
ing efforts to collect on the debt.

(Aug. 16, 1954, ch. 736, 68A Stat. 82; Pub. L. 94-455,
title XXI, §2104(a), Oct. 4, 1976, 90 Stat. 1901.)

AMENDMENTS
1976—Subsec. (¢). Pub. L. 94-455 added subsec. (c).
EFFECTIVE DATE OF 1976 AMENDMENT

Pub. L. 94-455, title XXI, §2104(b), Oct. 4, 1976, 90 Stat.
1902, provided that: ‘“The amendment made by sub-
section (a) [amending this section] shall apply to tax-
able years beginning after December 31, 1975.”’

§ 272. Disposal of coal or domestic iron ore

Where the disposal of coal or iron ore is cov-
ered by section 631, no deduction shall be al-
lowed for expenditures attributable to the mak-
ing and administering of the contract under
which such disposition occurs and to the preser-
vation of the economic interest retained under
such contract, except that if in any taxable year
such expenditures plus the adjusted depletion
basis of the coal or iron ore disposed of in such
taxable year exceed the amount realized under
such contract, such excess, to the extent not
availed of as a reduction of gain under section
1231, shall be a loss deductible under section
165(a). This section shall not apply to any tax-
able year during which there is no income under
the contract.

(Aug. 16, 1954, ch. 736, 68A Stat. 82; Pub. L. 88-272,
title II, §227(a)(3), (b)(3), Feb. 26, 1964, 78 Stat.
98.)

AMENDMENTS

1964—Pub. L. 88-272 inserted ‘‘or domestic iron ore’ in
section catchline, and ‘‘or iron ore’’ wherever appearing
in text.

EFFECTIVE DATE OF 1964 AMENDMENT

Pub. L. 88-272, title II, §227(c), Feb. 26, 1964, 78 Stat.
98, provided that: ‘““The amendments made by this sec-
tion [amending this section and sections 631, 1016, 1231,
and 1402 and section 411 of Title 42, The Public Health
and Welfare] shall apply with respect to amounts re-
ceived or accrued in taxable years beginning after De-
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cember 31, 1963, attributable to iron ore mined in such
taxable years.”’

§ 273. Holders of life or terminable interest

Amounts paid under the laws of a State, the
District of Columbia, a possession of the United
States, or a foreign country as income to the
holder of a life or terminable interest acquired
by gift, bequest, or inheritance shall not be re-
duced or diminished by any deduction for
shrinkage (by whatever name called) in the
value of such interest due to the lapse of time.

(Aug. 16, 1954, ch. 736, 68A Stat. 83; Pub. L. 94-455,
title XIX, §1901(c)(2), Oct. 4, 1976, 90 Stat. 1803.)

AMENDMENTS

1976—Pub. L. 94-455 struck out reference to amounts
paid under laws of a Territory.

EFFECTIVE DATE OF 1976 AMENDMENT

Amendment by Pub. L. 94-455 effective for taxable
years beginning after Dec. 31, 1976, see section 1901(d) of
Pub. L. 94-455, set out as a note under section 2 of this
title.

§274. Disallowance of certain entertainment,
etc., expenses

(a) Entertainment, amusement, or recreation
(1) In general

No deduction otherwise allowable under this
chapter shall be allowed for any item—
(A) Activity

With respect to an activity which is of a
type generally considered to constitute en-
tertainment, amusement, or recreation, un-
less the taxpayer establishes that the item
was directly related to, or, in the case of an
item directly preceding or following a sub-
stantial and bona fide business discussion
(including business meetings at a convention
or otherwise), that such item was associated
with, the active conduct of the taxpayer’s
trade or business, or

(B) Facility

With respect to a facility used in connec-
tion with an activity referred to in subpara-
graph (A).

In the case of an item described in subpara-
graph (A), the deduction shall in no event ex-
ceed the portion of such item which meets the
requirements of subparagraph (A).

(2) Special rules

For purposes of applying paragraph (1)—

(A) Dues or fees to any social, athletic, or
sporting club or organization shall be treat-
ed as items with respect to facilities.

(B) An activity described in section 212
shall be treated as a trade or business.

(C) In the case of a club, paragraph (1)(B)
shall apply unless the taxpayer establishes
that the facility was used primarily for the
furtherance of the taxpayer’s trade or busi-
ness and that the item was directly related
to the active conduct of such trade or busi-
ness.

(3) Denial of deduction for club dues

Notwithstanding the preceding provisions of
this subsection, no deduction shall be allowed
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under this chapter for amounts paid or in-
curred for membership in any club organized
for business, pleasure, recreation, or other so-
cial purpose.

(b) Gifts
(1) Limitation

No deduction shall be allowed under section
162 or section 212 for any expense for gifts
made directly or indirectly to any individual
to the extent that such expense, when added to
prior expenses of the taxpayer for gifts made
to such individual during the same taxable
year, exceeds $25. For purposes of this section,
the term ‘‘gift’”” means any item excludable
from gross income of the recipient under sec-
tion 102 which is not excludable from his gross
income under any other provision of this chap-
ter, but such term does not include—

(A) an item having a cost to the taxpayer
not in excess of $4.00 on which the name of
the taxpayer is clearly and permanently im-
printed and which is one of a number of iden-
tical items distributed generally by the tax-
payer, or

(B) a sign, display rack, or other pro-
motional material to be used on the business
premises of the recipient.

(2) Special rules

(A) In the case of a gift by a partnership,
the limitation contained in paragraph (1)
shall apply to the partnership as well as to
each member thereof.

(B) For purposes of paragraph (1), a hus-
band and wife shall be treated as one tax-
payer.

(e) Certain foreign travel
(1) In general

In the case of any individual who travels
outside the United States away from home in
pursuit of a trade or business or in pursuit of
an activity described in section 212, no deduc-
tion shall be allowed under section 162, or sec-
tion 212 for that portion of the expenses of
such travel otherwise allowable under such
section which, under regulations prescribed by
the Secretary, is not allocable to such trade or
business or to such activity.

(2) Exception

Paragraph (1) shall not apply to the expenses
of any travel outside the United States away
from home if—

(A) such travel does not exceed one week,
or

(B) the portion of the time of travel out-
side the United States away from home
which is not attributable to the pursuit of
the taxpayer’s trade or business or an activ-

ity described in section 212 is less than 25

percent of the total time on such travel.

(3) Domestic travel excluded

For purposes of this subsection, travel out-
side the United States does not include any
travel from one point in the United States to
another point in the United States.

(d) Substantiation required

No deduction or credit shall be allowed—
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(1) under section 162 or 212 for any traveling
expense (including meals and lodging while
away from home),

(2) for any item with respect to an activity
which is of a type generally considered to con-
stitute entertainment, amusement, or recre-
ation, or with respect to a facility used in con-
nection with such an activity,

(3) for any expense for gifts, or

(4) with respect to any listed property (as de-
fined in section 280F(d)(4)),

unless the taxpayer substantiates by adequate
records or by sufficient evidence corroborating
the taxpayer’s own statement (A) the amount of
such expense or other item, (B) the time and
place of the travel, entertainment, amusement,
recreation, or use of the facility or property, or
the date and description of the gift, (C) the busi-
ness purpose of the expense or other item, and
(D) the business relationship to the taxpayer of
persons entertained, using the facility or prop-
erty, or receiving the gift. The Secretary may
by regulations provide that some or all of the
requirements of the preceding sentence shall not
apply in the case of an expense which does not
exceed an amount prescribed pursuant to such
regulations. This subsection shall not apply to
any qualified nonpersonal use vehicle (as defined
in subsection (i)).

(e) Specific exceptions to application of sub-

section (a)

Subsection (a) shall not apply to—
(1) Food and beverages for employees

Expenses for food and beverages (and facili-
ties used in connection therewith) furnished
on the business premises of the taxpayer pri-
marily for his employees.

(2) Expenses treated as compensation

(A) In general

Except as provided in subparagraph (B),
expenses for goods, services, and facilities,
to the extent that the expenses are treated
by the taxpayer, with respect to the recipi-
ent of the entertainment, amusement, or
recreation, as compensation to an employee
on the taxpayer’s return of tax under this
chapter and as wages to such employee for
purposes of chapter 24 (relating to withhold-
ing of income tax at source on wages).

(B) Specified individuals

(i) In general

In the case of a recipient who is a speci-
fied individual, subparagraph (A) and para-
graph (9) shall each be applied by sub-
stituting ‘‘to the extent that the expenses
do not exceed the amount of the expenses
which” for ‘“‘to the extent that the ex-
penses’’.

(ii) Specified individual

For purposes of clause (i), the term
‘“‘specified individual” means any individ-
ual who—

(I) is subject to the requirements of
section 16(a) of the Securities Exchange
Act of 1934 with respect to the taxpayer
or a related party to the taxpayer, or

(IT) would be subject to such require-
ments if the taxpayer (or such related
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party) were an issuer of equity securities
referred to in such section.

For purposes of this clause, a person is a
related party with respect to another per-
son if such person bears a relationship to
such other person described in section
267(b) or 707(b).

(3) Reimbursed expenses

Expenses paid or incurred by the taxpayer,
in connection with the performance by him of
services for another person (whether or not
such other person is his employer), under a re-
imbursement or other expense allowance ar-
rangement with such other person, but this
paragraph shall apply—

(A) where the services are performed for an
employer, only if the employer has not
treated such expenses in the manner pro-
vided in paragraph (2), or

(B) where the services are performed for a
person other than an employer, only if the
taxpayer accounts (to the extent provided by
subsection (d)) to such person.

(4) Recreational, etc., expenses for employees

Expenses for recreational, social, or similar
activities (including facilities therefor) pri-
marily for the benefit of employees (other
than employees who are highly compensated
employees (within the meaning of section
414(q))). For purposes of this paragraph, an in-
dividual owning less than a 10-percent interest
in the taxpayer’s trade or business shall not be
considered a shareholder or other owner, and
for such purposes an individual shall be treat-
ed as owning any interest owned by a member
of his family (within the meaning of section
267(c)(4)). This paragraph shall not apply for
purposes of subsection (a)(3).

(5) Employees, stockholder, etc., business meet-
ings
Expenses incurred by a taxpayer which are
directly related to business meetings of his
employees, stockholders, agents, or directors.
(6) Meetings of business leagues, etc.

Expenses directly related and necessary to
attendance at a business meeting or conven-
tion of any organization described in section
501(c)(6) (relating to business leagues, cham-
bers of commerce, real estate boards, and
boards of trade) and exempt from taxation
under section 501(a).

(7) Items available to public

Expenses for goods, services, and facilities
made available by the taxpayer to the general
public.

(8) Entertainment sold to customers

Expenses for goods or services (including the
use of facilities) which are sold by the tax-
payer in a bona fide transaction for an ade-
quate and full consideration in money or mon-
ey’s worth.

(9) Expenses includible in income of persons
who are not employees

Expenses paid or incurred by the taxpayer

for goods, services, and facilities to the extent
that the expenses are includible in the gross
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income of a recipient of the entertainment,
amusement, or recreation who is not an em-
ployee of the taxpayer as compensation for
services rendered or as a prize or award under
section 74. The preceding sentence shall not
apply to any amount paid or incurred by the
taxpayer if such amount is required to be in-
cluded (or would be so required except that the
amount is less than $600) in any information
return filed by such taxpayer under part III of
subchapter A of chapter 61 and is not so in-
cluded.

For purposes of this subsection, any item re-
ferred to in subsection (a) shall be treated as an
expense.

(f) Interest, taxes, casualty losses, etc.

This section shall not apply to any deduction
allowable to the taxpayer without regard to its
connection with his trade or business (or with
his income-producing activity). In the case of a
taxpayer which is not an individual, the preced-
ing sentence shall be applied as if it were an in-
dividual.

(g) Treatment of entertainment, etc., type facility

For purposes of this chapter, if deductions are
disallowed under subsection (a) with respect to
any portion of a facility, such portion shall be
treated as an asset which is used for personal,
living, and family purposes (and not as an asset
used in the trade or business).

(h) Attendance at conventions, etc.

(1) In general

In the case of any individual who attends a
convention, seminar, or similar meeting which
is held outside the North American area, no
deduction shall be allowed under section 162
for expenses allocable to such meeting unless
the taxpayer establishes that the meeting is
directly related to the active conduct of his
trade or business and that, after taking into
account in the manner provided by regulations
prescribed by the Secretary—

(A) the purpose of such meeting and the
activities taking place at such meeting,

(B) the purposes and activities of the spon-
soring organizations or groups,

(C) the residences of the active members of
the sponsoring organization and the places
at which other meetings of the sponsoring
organization or groups have been held or
will be held, and

(D) such other relevant factors as the tax-
payer may present,

it is as reasonable for the meeting to be held
outside the North American area as within the
North American area.

(2) Conventions on cruise ships

In the case of any individual who attends a
convention, seminar, or other meeting which
is held on any cruise ship, no deduction shall
be allowed under section 162 for expenses allo-
cable to such meeting, unless the taxpayer
meets the requirements of paragraph (5) and
establishes that the meeting is directly relat-
ed to the active conduct of his trade or busi-
ness and that—

(A) the cruise ship is a vessel registered in
the United States; and
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(B) all ports of call of such cruise ship are
located in the United States or in posses-
sions of the United States.

With respect to cruises beginning in any cal-
endar year, not more than $2,000 of the ex-
penses attributable to an individual attending
one or more meetings may be taken into ac-
count under section 162 by reason of the pre-
ceding sentence.
(3) Definitions

For purposes of this subsection—

(A) North American area

The term ‘‘North American area’” means
the United States, its possessions, and the
Trust Territory of the Pacific Islands, and
Canada and Mexico.

(B) Cruise ship

The term ‘‘cruise ship’” means any vessel
sailing within or without the territorial wa-
ters of the United States.

(4) Subsection to apply to employer as well as
to traveler

(A) Except as provided in subparagraph
(B), this subsection shall apply to deductions
otherwise allowable under section 162 to any
person, whether or not such person is the in-
dividual attending the convention, seminar,
or similar meeting.

(B) This subsection shall not deny a deduc-
tion to any person other than the individual
attending the convention, seminar, or simi-
lar meeting with respect to any amount paid
by such person to or on behalf of such indi-
vidual if includible in the gross income of
such individual. The preceding sentence
shall not apply if the amount is required to
be included in any information return filed
by such person under part III of subchapter
A of chapter 61 and is not so included.

(5) Reporting requirements

No deduction shall be allowed under section
162 for expenses allocable to attendance at a
convention, seminar, or similar meeting on
any cruise ship unless the taxpayer claiming
the deduction attaches to the return of tax on
which the deduction is claimed—

(A) a written statement signed by the indi-
vidual attending the meeting which in-
cludes—

(i) information with respect to the total
days of the trip, excluding the days of
transportation to and from the cruise ship
port, and the number of hours of each day
of the trip which such individual devoted
to scheduled business activities,

(ii) a program of the scheduled business
activities of the meeting, and

(iii) such other information as may be
required in regulations prescribed by the
Secretary; and

(B) a written statement signed by an offi-
cer of the organization or group sponsoring
the meeting which includes—

(i) a schedule of the business activities of
each day of the meeting,

(ii) the number of hours which the indi-
vidual attending the meeting attended
such scheduled business activities, and

(iii) such other information as may be
required in regulations prescribed by the
Secretary.

(6) Treatment of conventions in certain Carib-

bean countries
(A) In general

For purposes of this subsection, the term
“North American area’ includes, with re-
spect to any convention, seminar, or similar
meeting, any beneficiary country if (as of
the time such meeting begins)—

(i) there is in effect a bilateral or multi-
lateral agreement described in subpara-
graph (C) between such country and the
United States providing for the exchange
of information between the United States
and such country, and

(ii) there is not in effect a finding by the
Secretary that the tax laws of such coun-
try discriminate against conventions held
in the United States.

(B) Beneficiary country

For purposes of this paragraph, the term
“beneficiary country’” has the meaning
given to such term by section 212(a)(1)(A) of
the Caribbean Basin Economic Recovery
Act; except that such term shall include
Bermuda.

(C) Authority to conclude exchange of infor-
mation agreements

(i) In general

The Secretary is authorized to negotiate
and conclude an agreement for the ex-
change of information with any bene-
ficiary country. Except as provided in
clause (ii), an exchange of information
agreement shall provide for the exchange
of such information (not limited to infor-
mation concerning nationals or residents
of the United States or the beneficiary
country) as may be necessary or appro-
priate to carry out and enforce the tax
laws of the United States and the bene-
ficiary country (whether criminal or civil
proceedings), including information which
may otherwise be subject to nondisclosure
provisions of the local law of the bene-
ficiary country such as provisions respect-
ing bank secrecy and bearer shares. The
exchange of information agreement shall
be terminable by either country on reason-
able notice and shall provide that informa-
tion received by either country will be dis-
closed only to persons or authorities (in-
cluding courts and administrative bodies)
involved in the administration or over-
sight of, or in the determination of appeals
in respect of, taxes of the United States or
the beneficiary country and will be used by
such persons or authorities only for such
purposes.

(ii) Nondisclosure of qualified confidential
information sought for civil tax pur-
poses

An exchange of information agreement
need not provide for the exchange of quali-
fied confidential information which is
sought only for civil tax purposes if—
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(I) the Secretary of the Treasury, after
making all reasonable efforts to nego-
tiate an agreement which includes the
exchange of such information, deter-
mines that such an agreement cannot be
negotiated but that the agreement which
was negotiated will significantly assist
in the administration and enforcement
of the tax laws of the United States, and

(IT) the President determines that the
agreement as negotiated is in the na-
tional security interest of the United
States.

(iii) Qualified confidential information de-
fined

For purposes of this subparagraph, the
term ‘‘qualified confidential information”
means information which is subject to the
nondisclosure provisions of any local law
of the beneficiary country regarding bank
secrecy or ownership of bearer shares.

(iv) Civil tax purposes

For purposes of this subparagraph, the
determination of whether information is
sought only for civil tax purposes shall be
made by the requesting party.

(D) Coordination with other provisions

Any exchange of information agreement
negotiated under subparagraph (C) shall be
treated as an income tax convention for pur-
poses of section 6103(k)(4). The Secretary
may exercise his authority under subchapter
A of chapter 78 to carry out any obligation
of the United States under an agreement re-
ferred to in subparagraph (C).

(E) Determinations published in the Federal
Register

The following shall be published in the
Federal Register—

(i) any determination by the President
under subparagraph (C)(ii) (including the
reasons for such determination),

(ii) any determination by the Secretary
under subparagraph (C)(ii) (including the
reasons for such determination), and

(iii) any finding by the Secretary under
subparagraph (A)(ii) (and any termination
thereof).

(7) Seminars, etc. for section 212 purposes

No deduction shall be allowed under section
212 for expenses allocable to a convention,
seminar, or similar meeting.

(i) Qualified nonpersonal use vehicle

For purposes of subsection (d), the term
“‘qualified nonpersonal use vehicle”” means any
vehicle which, by reason of its nature, is not
likely to be used more than a de minimis
amount for personal purposes.

(j) Employee achievement awards
(1) General rule

No deduction shall be allowed under section
162 or section 212 for the cost of an employee
achievement award except to the extent that
such cost does not exceed the deduction limi-
tations of paragraph (2).

(2) Deduction limitations

The deduction for the cost of an employee

achievement award made by an employer to
an employee—

(A) which is not a qualified plan award,
when added to the cost to the employer for
all other employee achievement awards
made to such employee during the taxable
year which are not qualified plan awards,
shall not exceed $400, and

(B) which is a qualified plan award, when
added to the cost to the employer for all
other employee achievement awards made to
such employee during the taxable year (in-
cluding employee achievement awards which
are not qualified plan awards), shall not ex-
ceed $1,600.

(3) Definitions

For purposes of this subsection—
(A) Employee achievement award

The term ‘“‘employee achievement award”
means an item of tangible personal property
which is—

(i) transferred by an employer to an em-
ployee for length of service achievement or
safety achievement,

(ii) awarded as part of a meaningful pres-
entation, and

(iii) awarded under conditions and cir-
cumstances that do not create a signifi-
cant likelihood of the payment of dis-
guised compensation.

(B) Qualified plan award

(i) In general

The term ‘‘qualified plan award’’ means
an employee achievement award awarded
as part of an established written plan or
program of the taxpayer which does not
discriminate in favor of highly com-
pensated employees (within the meaning
of section 414(q)) as to eligibility or bene-
fits.

(ii) Limitation

An employee achievement award shall
not be treated as a qualified plan award for
any taxable year if the average cost of all
employee achievement awards which are
provided by the employer during the year,
and which would be qualified plan awards
but for this subparagraph, exceeds $400.
For purposes of the preceding sentence, av-
erage cost shall be determined by includ-
ing the entire cost of qualified plan
awards, without taking into account em-
ployee achievement awards of nominal
value.

(4) Special rules

For purposes of this subsection—
(A) Partnerships

In the case of an employee achievement
award made by a partnership, the deduction
limitations contained in paragraph (2) shall
apply to the partnership as well as to each
member thereof.

(B) Length of service awards

An item shall not be treated as having
been provided for length of service achieve-
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ment if the item is received during the re-
cipient’s 1st 5 years of employment or if the
recipient received a length of service
achievement award (other than an award ex-
cludable under section 132(e)(1)) during that
year or any of the prior 4 years.

(C) Safety achievement awards

An item provided by an employer to an
employee shall not be treated as having been
provided for safety achievement if—

(i) during the taxable year, employee
achievement awards (other than awards
excludable under section 132(e)(1)) for safe-
ty achievement have previously been
awarded by the employer to more than 10
percent of the employees of the employer
(excluding employees described in clause
(ii)), or

(ii) such item is awarded to a manager,
administrator, clerical employee, or other
professional employee.

(k) Business meals

(1) In general

No deduction shall be allowed under this
chapter for the expense of any food or bev-
erages unless—

(A) such expense is not lavish or extrava-
gant under the circumstances, and
(B) the taxpayer (or an employee of the
taxpayer) is present at the furnishing of
such food or beverages.
(2) Exceptions

Paragraph (1) shall not apply to—

(A) any expense described in paragraph (2),

(3), (4), (7, (8), or (9) of subsection (e), and

(B) any other expense to the extent pro-
vided in regulations.

(1) Additional limitations on entertainment tick-

ets
(1) Entertainment tickets
(A) In general

In determining the amount allowable as a
deduction under this chapter for any ticket
for any activity or facility described in sub-
section (d)(2), the amount taken into ac-
count shall not exceed the face value of such
ticket.

(B) Exception for certain charitable sports
events

Subparagraph (A) shall not apply to any
ticket for any sports event—

(i) which is organized for the primary
purpose of benefiting an organization
which is described in section 501(c)(3) and
exempt from tax under section 501(a),

(ii) all of the net proceeds of which are
contributed to such organization, and

(iii) which utilizes volunteers for sub-
stantially all of the work performed in
carrying out such event.

(2) Skyboxes, etc.

In the case of a skybox or other private lux-
ury box leased for more than 1 event, the
amount allowable as a deduction under this
chapter with respect to such events shall not
exceed the sum of the face value of non-luxury
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box seat tickets for the seats in such box cov-
ered by the lease. For purposes of the preced-
ing sentence, 2 or more related leases shall be
treated as 1 lease.

(m) Additional limitations on travel expenses

(1) Luxury water transportation
(A) In general

No deduction shall be allowed under this
chapter for expenses incurred for transpor-
tation by water to the extent such expenses
exceed twice the aggregate per diem
amounts for days of such transportation.
For purposes of the preceding sentence, the
term ‘‘per diem amounts’ means the highest
amount generally allowable with respect to
a day to employees of the executive branch
of the Federal Government for per diem
while away from home but serving in the
United States.

(B) Exceptions

Subparagraph (A) shall not apply to—

(i) any expense allocable to a conven-
tion, seminar, or other meeting which is
held on any cruise ship, and

(ii) any expense described in paragraph
(2), (3), (4), (7, (8), or (9) of subsection (e).

(2) Travel as form of education

No deduction shall be allowed under this
chapter for expenses for travel as a form of
education.

(3) Travel expenses of spouse, dependent, or
others

No deduction shall be allowed under this
chapter (other than section 217) for travel ex-
penses paid or incurred with respect to a
spouse, dependent, or other individual accom-
panying the taxpayer (or an officer or em-
ployee of the taxpayer) on business travel, un-
less—

(A) the spouse, dependent, or other indi-
vidual is an employee of the taxpayer,

(B) the travel of the spouse, dependent, or
other individual is for a bona fide business
purpose, and

(C) such expenses would otherwise be de-
ductible by the spouse, dependent, or other
individual.

(n) Only 50 percent of meal and entertainment

expenses allowed as deduction
(1) In general

The amount allowable as a deduction under
this chapter for—
(A) any expense for food or beverages, and
(B) any item with respect to an activity
which is of a type generally considered to
constitute entertainment, amusement, or
recreation, or with respect to a facility used
in connection with such activity,

shall not exceed 50 percent of the amount of
such expense or item which would (but for this
paragraph) be allowable as a deduction under
this chapter.

(2) Exceptions

Paragraph (1) shall not apply to any expense
if—
(A) such expense is described in paragraph
(2), (3), (4), (M), (8), or (9) of subsection (e),
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(B) in the case of an expense for food or
beverages, such expense is excludable from
the gross income of the recipient under sec-
tion 132 by reason of subsection (e) thereof
(relating to de minimis fringes),

(C) such expense is covered by a package
involving a ticket described in subsection
(OB,

(D) in the case of an employer who pays or
reimburses moving expenses of an employee,
such expenses are includible in the income of
the employee under section 82, or

(BE) such expense is for food or beverages—

(i) required by any Federal law to be pro-
vided to crew members of a commercial
vessel,

(ii) provided to crew members of a com-
mercial vessel—

(I) which is operating on the Great
Lakes, the Saint Lawrence Seaway, or
any inland waterway of the United
States, and

(IT) which is of a kind which would be
required by Federal law to provide food
and beverages to crew members if it were
operated at sea,

(iii) provided on an oil or gas platform or
drilling rig if the platform or rig is located
offshore, or

(iv) provided on an oil or gas platform or
drilling rig, or at a support camp which is
in proximity and integral to such platform
or rig, if the platform or rig is located in
the United States north of 54 degrees north
latitude.

Clauses (i) and (ii) of subparagraph (E) shall
not apply to vessels primarily engaged in pro-
viding luxury water transportation (deter-
mined under the principles of subsection (m)).
In the case of the employee, the exception of
subparagraph (A) shall not apply to expenses
described in subparagraph (D).

(3) Special rule for individuals subject to Fed-
eral hours of service

In the case of any expenses for food or bev-
erages consumed while away from home (with-
in the meaning of section 162(a)(2)) by an indi-
vidual during, or incident to, the period of
duty subject to the hours of service limita-
tions of the Department of Transportation,
paragraph (1) shall be applied by substituting
‘80 percent” for ‘560 percent’’.

(o) Regulatory authority

The Secretary shall prescribe such regulations
as he may deem necessary to carry out the pur-
poses of this section, including regulations pre-
scribing whether subsection (a) or subsection (b)
applies in cases where both such subsections
would otherwise apply.

(Added Pub. L. 87-834, §4(a)(1), Oct. 16, 1962, 76
Stat. 974; amended Pub. L. 88-272, title II,
§217(a), Feb. 26, 1964, 78 Stat. 56; Pub. L. 94-455,
title VI, §602(a), title XIX, §1906(b)(13)(A), Oct. 4,
1976, 90 Stat. 1572, 1834; Pub. L. 95-600, title III,
§361(a), (b), title VII, §701(g)(1)-(3), Nov. 6, 1978,
92 Stat. 2847, 2903, 2904; Pub. L. 96-222, title I,
§103(a)(10)(A), (B) Apr. 1, 1980, 94 Stat. 212; Pub.
L. 96-598, §5(a), Dec. 24, 1980, 94 Stat. 3488; Pub.
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L. 96-605, title I, §108(a), Dec. 28, 1980, 94 Stat.
3524; Pub. L. 96-608, §4(a), Dec. 28, 1980, 94 Stat.
3552; Pub. L. 97-34, title II, §265(a), (b), Aug. 13,
1981, 95 Stat. 265; Pub. L. 97-248, title III,
§§307(a)(1), 308(a), Sept. 3, 1982, 96 Stat. 589, 591;
Pub. L. 97424, title V, §543(a), Jan. 6, 1983, 96
Stat. 2195; Pub. L. 98-67, title I, §102(a), title II,
§222(a), Aug. 5, 1983, 97 Stat. 369, 395; Pub. L.
98-369, div. A, title I, §179(b)(1), title VIII,
§801(c), July 18, 1984, 98 Stat. 718, 995; Pub. L.
99-44, §§1(a), 2, 6(b), May 24, 1985, 99 Stat. 77, 79;
Pub. L. 99-514, title I, §§122(c), (d), 142(a)—(c),
title XI, §1114(b)(6), Oct. 22, 1986, 100 Stat. 2110,
2117-2120, 2451; Pub. L. 100-647, title I,
§§1001(g)(1)—(H(A), (5), 1018(u)(2), title VI,
§6003(a), Nov. 10, 1988, 102 Stat. 3351, 3352, 3590,
3684; Pub. L. 101-239, title VII, §§7816(a),
7841(d)(18), Dec. 19, 1989, 103 Stat. 2420, 2429; Pub.
L. 101-508, title XI, §11802(b), Nov. 5, 1990, 104
Stat. 1388-529; Pub. L. 103-66, title XIII,
§§13209(a), (b), 13210(a), (b), 13272(a), Aug. 10, 1993,
107 Stat. 469, 542; Pub. L. 105-34, title IX, §969(a),
Aug. 5, 1997, 111 Stat. 896; Pub. L. 108-357, title
VIII, §907(a), Oct. 22, 2004, 118 Stat. 1654; Pub. L.
109-135, title IV, §403(mm), Dec. 21, 2005, 119 Stat.
2632; Pub. L. 113-295, div. A, title II, §221(a)(46),
Dec. 19, 2014, 128 Stat. 4045.)

REFERENCES IN TEXT

Section 16 of the Securities Exchange Act of 1934, re-
ferred to in subsec. (e)(2)(B)(ii), is classified to section
78p of Title 15, Commerce and Trade.

Section 212(a)(1)(A) of the Caribbean Basin Economic
Recovery Act, referred to in subsec. (h)(6)(B), is classi-
fied to section 2702(a)(1)(A) of Title 19, Customs Duties.

AMENDMENTS

2014—Subsec. (n)(3). Pub. L. 113-295 struck out subpar.
(A) designation and heading, substituted ‘‘substituting
‘80 percent’ for” for ‘‘substituting ‘the applicable per-
centage’ for”’, and struck out subpar. (B) which listed
the applicable percentage for taxable years 1998 to 2008
or thereafter.

2005—Subsec. (€)(2)(B)(ii). Pub. L. 109-135,
§403(mm)(1), (2), inserted ‘‘or a related party to the tax-
payer’’ after ‘‘with respect to the taxpayer’ in subcl.
(I), “(or such related party)”’ after ‘‘the taxpayer’ in
subcl. (II), and ‘‘For purposes of this clause, a person is
a related party with respect to another person if such
person bears a relationship to such other person de-
scribed in section 267(b) or 707(b).”” at end.

2004—Subsec. (e)(2). Pub. L. 108-357 reenacted heading
without change and amended text generally. Prior to
amendment, text read as follows: ‘‘Expenses for goods,
services, and facilities, to the extent that the expenses
are treated by the taxpayer, with respect to the recipi-
ent of the entertainment, amusement, or recreation, as
compensation to an employee on the taxpayer’s return
of tax under this chapter and as wages to such em-
ployee for purposes of chapter 24 (relating to withhold-
ing of income tax at source on wages).”

1997—Subsec. (n)(3). Pub. L. 105-34 added par. (3).

1993—Subsec. (a)(3). Pub. L. 103-66, §13210(a), added
par. (3).

Subsec. (e)(4). Pub. L. 103-66, §13210(b), inserted at end
““This paragraph shall not apply for purposes of sub-
section (a)(3).”

Subsec. (m)(3). Pub. L. 103-66, §13272(a), added par. (3).

Subsec. (n). Pub. L. 103-66, §13209(a), (b), substituted
50>’ for ‘80’ in heading and in concluding provisions of
par. (1).

1990—Subsec. (I)(2). Pub. L. 101-508, §11802(b)(1), in
amending par. (2) generally, struck out ‘‘(A) In gen-
eral” and subpar. (B) which provided for phasein deduc-
tions of skybox tickets in the 1987 and 1988 taxable
years.
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Subsec. (n)(2). Pub. L. 101-508, §11802(b)(2)(A)(ii), (iii),
substituted ‘‘described in subparagraph (D)” for ‘‘de-
scribed in subparagraph (E)”’ and ‘‘of subparagraph (E)”
for ‘‘of subparagraph (F)’ in concluding provisions.

Subsec. (n)(2)(D) to (F). Pub. L. 101-508,
§11802(b)(2)(A)(1), redesignated subpars. (E) and (F) as
(D) and (E), respectively, and struck out former subpar.
(D) which read as follows: ‘‘in the case of an expense for
food or beverages before January 1, 1989, such expense
is an integral part of a qualified meeting,”.

Subsec. (n)(3). Pub. L. 101-508, §11802(b)(2)(B), struck
out par. (3) ‘‘Qualified meeting”’ which read as follows:
“For purposes of paragraph (2)(D), the term ‘qualified
meeting’ means any convention, seminar, annual meet-
ing, or similar business program with respect to
which—

““(A) an expense for food or beverages is not sepa-
rately stated,

‘“(B) more than 50 percent of the participants are
away from home,

‘(C) at least 40 individuals attend, and

‘(D) such food and beverages are part of a program
which includes a speaker.”’

1989—Subsec. (n)(2). Pub. L. 101-239, §7816(a), added a
new subpar. (E), substantially identical to former sub-
par. (E), and moved sentence formerly appearing be-
tween subpars. (E) and (F) to end of concluding provi-
sions after subpar. (F).

Subsec. (n)(2)(F)(1). Pub. L. 101-239, §7841(d)(18), in-
serted ‘“‘any’’ before ‘‘Federal law’’.

1988—Subsec. (b)(1). Pub. L. 100-647, §1018(u)(2), relat-
ed to execution of amendment by Pub. L. 99-514,
§122(c)(2), see 1986 Amendment note below.

Subsec. (h)(1), (2). Pub. L. 100-647, §1001(g)(5), sub-
stituted ‘‘trade or business and that” for ‘‘trade or
business that’.

Subsec. (k)(2). Pub. L. 100-647, §1001(g)(2), amended
par. (2) generally. Prior to amendment, par. (2) read as
follows: ‘‘Paragraph (1) shall not apply to any expense
if subsection (a) does not apply to such expense by rea-
son of paragraph (2), (3), (4), (7), (8), or (9) of subsection
(e).”

Subsec. (m)(1)(B)(ii). Pub. L. 100-647, §1001(g)(3),
amended cl. (ii) generally. Prior to amendment, cl. (ii)
read as follows: ‘‘any expense to which subsection (a)
does not apply by reason of paragraph (2), (3), (4), (7),
(8), or (9) of subsection (e).”

Subsec. (n)(2). Pub. L. 100-647, §6003(a), struck out
“or” at end of subpar. (D), substituted ‘‘, or’ for the
period at end of subpar. (E), and added subpar. (F) and
flush sentence at end.

Pub. L. 100-647, §1001(g)(4)(A), struck out ‘‘or” at end
of subpar. (C), substituted ‘‘, or’” for the period at end
of subpar. (D), and added subpar. (E) and flush sentence
at end.

Pub. L. 100-647, §1001(g)(1), amended subpar. (A) gen-
erally. Prior to amendment, subpar. (A) read as follows:
‘“‘subsection (a) does not apply to such expense by rea-
son of paragraph (2), (3), (4), (7), (8), or (9) of subsection
(e),”.

1986—Subsec. (b)(1). Pub. L. 99-514, §122(c)(1)-(3), and
Pub. L. 100-647, §1018(u)(2), made conforming amend-
ments to subpars. (A) and (B) and struck out subpar. (C)
which read as follows: ‘“‘an item of tangible personal
property which is awarded to an employee by reason of
length of service, productivity, or safety achievement,
but only to the extent that—

‘(i) the cost of such item to the taxpayer does not
exceed $400, or
‘‘(ii) such item is a qualified plan award.”’

Subsec. (b)(3). Pub. L. 99-514, §122(c)(4), struck out
par. (3) relating to qualified plan award, defining such
term in subpar. (A), and providing for average amount
of awards in subpar. (B) and maximum amount per item
in subpar. (C).

Subsec. (e)(1). Pub. L. 99-514, §142(a)(2)(A), redesig-
nated par. (2) as (1) and struck out former par. (1), busi-
ness meals, which read as follows: ‘‘Expenses for food
and beverages furnished to any individual under cir-
cumstances which (taking into account the surround-
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ings in which furnished, the taxpayer’s trade, business,
or income-producing activity and the relationship to
such trade, business, or activity of the persons to whom
the food and beverages are furnished) are of a type gen-
erally considered to be conducive to a business discus-
sion.”

Subsec. (e)(2). Pub. L. 99-514, §142(a)(2)(A), redesig-
nated par. (3) as (2). Former par. (2) redesignated (1).

Subsec. (e)(3). Pub. L. 99-514, §142(a)(2), redesignated
par. (4) as (3) and substituted ‘‘paragraph (2)’ for ‘‘para-
graph (3)” in subpar. (A). Former par. (3) redesignated
(2).

Subsec. (e)(4). Pub. L. 99-514, §1114(b)(6), which di-
rected the substitution of ‘‘highly compensated em-
ployees (within the meaning of section 414(q))’’ for ‘‘of-
ficers, shareholders or other owners, or highly com-
pensated employees’ in par. (5) was executed to par. (4)
to reflect the probable intent of Congress, in view of
the redesignation of par. (5) as (4) by section 142(a)(2)(A)
of Pub. L. 99-514.

Pub. L. 99-514, §142(a)(2)(A), redesignated par. (5) as
(4). Former par. (4) redesignated (3).

Subsec. (e)(5) to (10). Pub. L. 99-514, §142(a)(2)(A), re-
designated pars. (5) to (10) as pars. (4) to (9), respec-
tively.

Subsec. (h). Pub. L. 99-514, §142(c), struck out ‘‘or 212’
after ‘‘section 162’ in introductory provisions of pars.
(1), (2), and (), in closing provisions of par. (2), and in
par. (4)(A), struck out ‘‘or to an activity described in
section 212 and” after ‘‘active conduct of his trade or
business’ in introductory provisions of pars. (1) and (2),
and added par. (7).

Subsec. (j). Pub. L. 99-514, §122(d), added subsec. (j).
Former subsec. (j) redesignated (k).

Subsec. (k). Pub. L. 99-514, §142(a)(1), added subsec.
(k). Former subsec. (k) redesignated (o).

Subsecs. (I) to (n). Pub. L. 99-514, §142(b), added sub-
secs. (1) to (n).

Subsec. (0). Pub. L. 99-514, §142(a)(1), redesignated
former subsec. (k) as (0).

1985—Subsec. (d). Pub. L. 99-44, §2(a), inserted at end
““This subsection shall not apply to any qualified non-
personal use vehicle (as defined in subsection (i)).”

Pub. L. 9944, §1(a), substituted ‘‘adequate records or
by sufficient evidence corroborating the taxpayer’s own
statement’ for ‘‘adequate contemporaneous records’,
and provided that the Internal Revenue Code of 1954
[now 1986] [this title] shall be applied as if ‘‘contem-
poraneous’ had not been added to subsec. (d). See Ef-
fective Date of 1985 Amendment note below.

Subsecs. (i), (j). Pub. L. 99-44, §2(b), added subsec. (i)
and redesignated former subsec. (i) as (j).

1984—Subsec. (d). Pub. L. 98-369, §179(b), substituted,
in introductory provisions, ‘‘No deduction or credit”
for ““No deduction” and, in provisions following par. (4),
‘“‘adequate contemporaneous records’” for ‘‘adequate
records or by sufficient evidence corroborating his own
statement’ and ‘‘the facility or property’ for ‘‘the fa-
cility” in two places, and added par. (4).

Subsec. (h)(6)(D). Pub. L. 98-369, §801(c), substituted
in heading ‘‘with other provisions’ for ‘‘with section
6103’ and in text inserted provision that the Secretary
may exercise his authority under subchapter A of chap-
ter 78 to carry out any obligations of the United States
under an agreement referred to in subpar. (C).

1983—Subsec. (e)(3). Pub. L. 98-67, §102(a), repealed
amendments made by Pub. L. 97-248. See 1982 Amend-
ment note below.

Subsec. (h)(2). Pub. L. 97-424, §543(a)(1), inserted pro-
visions relating to requirements of par. (5) and the de-
scription in section 212, and inserted the $2,000 limit re-
lating to section 162 or 212.

Subsec. (h)(5). Pub. L. 97424, §543(a)(2), added par. (5).

Subsec. (h)(6). Pub. L. 98-67, §227(a), added par. (6).

1982—Subsec. (e)(3). Pub. L. 97-248 provided that, ap-
plicable to payments of interest, dividends, and patron-
age dividends paid or credited after June 30, 1983, par.
(3) is amended by inserting ‘‘subchapter A of”’ before
‘‘chapter 24”’. Section 102(a), (b) of Pub. L. 98-67, title I,
Aug. 5, 1983, 97 Stat. 369, repealed subtitle A (§§301-308)
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of title III of Pub. L. 97-248 as of the close of June 30,
1983, and provided that the Internal Revenue Code of
1954 [now 1986] [this title] shall be applied and adminis-
tered (subject to certain exceptions) as if such subtitle
A (and the amendments made by such subtitle A) had
not been enacted.

1981—Subsec. (b)(1)(C). Pub. L. 97-34, §265(a), excluded
from term ‘‘gift’’ an award for productivity, designated
existing provisions as cl. (i), and as so designated, in-
creased the limitation to $400 from $100, and added cl.
(ii).

Subsec. (b)(3). Pub. L. 97-34, §265(b), added par. (3).

1980—Subsec. (a)(2)(C). Pub. L. 96-222, §103(a)(10)(A),
struck out ‘‘country’ after ‘‘the case of a’’.

Subsec. (e)(10). Pub. L. 96-605 and Pub. L. 96-598 made
identical amendments by adding par. (10).

Subsec. (h) Pub. L. 96-608 substituted provision dis-
allowing any deductions for expenses allocable to a
convention, seminar, or other similar meeting outside
the North American area unless, taking certain factors
into account, it is as reasonable for the meeting to be
held outside the North American area as within it, dis-
allowing any deductions for a convention, seminar, or
similar meeting held on any cruise ship, and defining
North American area and cruise ship, for provision al-
lowing deductions with respect to not more than 2 for-
eign conventions per year, limiting deductible trans-
portation cost to not to exceed the cost of coach or
economy air fare, permitting transportation costs to be
fully deductible only if at least one-half of the days are
devoted to business related activities, disallowing de-
ductions for subsistence expenses unless the individual
attends two-thirds of the business activities, limiting
deductible subsistence costs to not to exceed the per
diem rate for United States civil servants, defining for-
eign convention and subsistence expenses, providing
that if transportation expenses or subsistence expenses
are not separately stated or do not reflect the proper
allocation all amounts paid be treated as subsistence
expenses, and prescribing special reporting and sub-
stantiation requirements.

1978—Subsec. (a)(1). Pub. L. 95-600, §361(a), sub-
stituted provisions allowing no deduction for expenses
paid or incurred with respect to a facility which is used
in conjunction with an activity which is of a type gen-
erally considered to constitute entertainment, amuse-
ment, or recreation for provisions allowing a deduction
for expenses paid or incurred with respect to a facility
if the facility used is primarily for the furtherance of
the taxpayer’s business, and the expense is ‘‘directly re-
lated” to the active conduct of taxpayer’s business.

Subsec. (a)(2)(C). Pub. L. 95-600, §361(b), as amended
by Pub. L. 96-222, §103(a)(10)(B), added subpar. (C).

Subsec. (h)(3). Pub. L. 95-600, §701(g)(3), substituted
“at least one-half” for ‘“‘more than one-half’ in first
sentence.

Subsec. (h)(6)(D). Pub. L. 95-600, § 701(g)(1), designated
existing provisions as cl. (i), inserted introductory
phrase ‘“‘Except as provided in clause (ii)” and sub-
stituted ‘“For the purposes” for ‘“For purpose’’, and
added cl. (ii).

Subsec. (h)(6)(E). Pub. L. 95-600, §701(g)(2), added sub-
par. (E).

1976—Subsecs. (c)(), (d). Pub. L. 94-455,
§1906(b)(13)(A), struck out ‘‘or his delegate’ after ‘‘Sec-
retary’’.

Subsec. (h). Pub. L. 94455, §602(a), added subsec. (h).
Former subsec. (h) redesignated (i).

Subsec. (). Pub. L. 94-455, §§602(a), 1906(b)(13)(A), re-
designated former subsec. (h) as (i) and struck out ‘‘or
his delegate’ after ‘““Secretary’.

1964—Subsec. (c). Pub. L. 88-272 limited subsec. (c) to
individuals traveling outside the United States.

EFFECTIVE DATE OF 2014 AMENDMENT

Amendment by Pub. L. 113-295 effective Dec. 19, 2014,
subject to a savings provision, see section 221(b) of Pub.
L. 113-295, set out as a note under section 1 of this title.

EFFECTIVE DATE OF 2005 AMENDMENT

Amendments by Pub. L. 109-135 effective as if in-
cluded in the provisions of the American Jobs Creation
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Act of 2004, Pub. L. 108-357, to which they relate, see
section 403(nn) of Pub. L. 109-135, set out as a note
under section 26 of this title.

EFFECTIVE DATE OF 2004 AMENDMENT

Pub. L. 108-357, title VIII, §907(b), Oct. 22, 2004, 118
Stat. 16565, provided that: ‘““The amendment made by
this section [amending this section] shall apply to ex-
penses incurred after the date of the enactment of this
Act [Oct. 22, 2004].”

EFFECTIVE DATE OF 1997 AMENDMENT

Pub. L. 105-34, title IX, §969(b), Aug. 5, 1997, 111 Stat.
897, provided that: ‘“The amendment made by sub-
section (a) [amending this section] shall apply to tax-
able years beginning after December 31, 1997.”

EFFECTIVE DATE OF 1993 AMENDMENT

Pub. L. 103-66, title XIII, §13209(c), Aug. 10, 1993, 107
Stat. 469, provided that: ‘“The amendments made by
this section [amending this section] shall apply to tax-
able years beginning after December 31, 1993.”’

Pub. L. 103-66, title XIII, §13210(c), Aug. 10, 1993, 107
Stat. 469, provided that: ‘“The amendments made by
this section [amending this section] shall apply to
amounts paid or incurred after December 31, 1993.”

Pub. L. 103-66, title XIII, §13272(b), Aug. 10, 1993, 107
Stat. 542, provided that: ‘“The amendment made by this
section [amending this section] shall apply to amounts
paid or incurred after December 31, 1993.”

EFFECTIVE DATE OF 1989 AMENDMENT

Amendment by section 7816(a) of Pub. L. 101-239 effec-
tive, except as otherwise provided, as if included in the
provision of the Technical and Miscellaneous Revenue
Act of 1988, Pub. L. 100-647, to which such amendment
relates, see section 7817 of Pub. L. 101-239, set out as a
note under section 1 of this title.

EFFECTIVE DATE OF 1988 AMENDMENT

Amendment by section 1001(g)(1)-(4)(A), (5) of Pub. L.
100-647 effective, except as otherwise provided, as if in-
cluded in the provision of the Tax Reform Act of 1986,
Pub. L. 99-514, to which such amendment relates, see
section 1019(a) of Pub. L. 100-647, set out as a note
under section 1 of this title.

Pub. L. 100-647, title VI, §6003(b), Nov. 10, 1988, 102
Stat. 3685, provided that:

‘(1) Clauses (i) and (ii) of section 274(n)(2)(F) of the
1986 Code, as added by subsection (a), shall apply to
taxable years beginning after December 31, 1988.

‘“(2) Clauses (iii) and (iv) of section 274(n)(2)(F') of the
1986 Code, as added by subsection (a), shall apply to
taxable years beginning after December 31, 1987.”’

EFFECTIVE DATE OF 1986 AMENDMENT

Amendment by section 122(c), (d) of Pub. L. 99-514 ap-
plicable to prizes and awards granted after Dec. 31, 1986,
see section 151(c) of Pub. L. 99-514, set out as a note
under section 1 of this title.

Amendment by section 142(a)-(c) of Pub. L. 99-514 ap-
plicable to taxable years beginning after Dec. 31, 1986,
see section 151(a) of Pub. L. 99-514, set out as a note
under section 1 of this title.

Amendment by section 1114(b)(6) of Pub. L. 99-514 ap-
plicable to years beginning after Dec. 31, 1986, see sec-
tion 1114(c)(1) of Pub. L. 99-514, set out as a note under
section 414 of this title.

EFFECTIVE DATE OF 1985 AMENDMENT

Pub. L. 9944, §6(a)-(c), May 24, 1985, 99 Stat. 78, 79, as
amended by Pub. L. 99-514, §2, Oct. 22, 1986, 100 Stat.
2095, provided that:

‘‘(a) REPEALS.—The amendment and repeals made by
subsections (a) and (b) of section 1 [amending this sec-
tion and repealing section 179(b)(2), (3) of Pub. L. 98-369
which had amended sections 66563 and 6695 of this title]
shall take effect as if included in the amendments
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made by section 179(b) of the Tax Reform Act of 1984
[Pub. L. 98-369].

“(b) RESTORATION OF PRIOR LAW FOR 1985.—For tax-
able years beginning in 1985, section 274(d) of the Inter-
nal Revenue Code of 1986 [formerly I.R.C. 1954] shall
apply as it read before the amendments made by sec-
tion 179(b)(1) of the Tax Reform Act of 1984 [Pub. L.
98-369, see 1984 Amendments note above].

‘‘(c) EXCEPTION FROM SUBSTANTIATION REQUIREMENTS
FOR QUALIFIED NONPERSONAL USE VEHICLES.—The
amendments made by section 2 [amending this section]
shall apply to taxable years beginning after December
31, 1985.”

EFFECTIVE DATE OF 1984 AMENDMENT

Amendment by section 179(b)(1) of Pub. L. 98-369 ap-
plicable to taxable years beginning after Dec. 31, 1984,
see section 179(d)(2) of Pub. L. 98-369, set out as an Ef-
fective Date note under section 280F of this title.

Amendment by section 801(c) of Pub. L. 98-369 appli-
cable to transactions after Dec. 31, 1984, in taxable
years ending after such date, see section 805(a)(1) of
Pub. L. 98-369, as amended, set out as a note under sec-
tion 245 of this title.

EFFECTIVE DATE OF 1983 AMENDMENT

Pub. L. 98-67, title II, §222(b), Aug. 5, 1983, 97 Stat. 397,
provided that: ‘“The amendment made by subsection (a)
[amending this section] shall apply to conventions,
seminars, or other meetings which begin after June 30,
1983.”

Pub. L. 97-424, title V, §543(b), Jan. 6, 1983, 96 Stat.
2196, provided that: ‘“The amendments made by this
section [amending this section] shall apply to taxable
years beginning after December 31, 1982.”

EFFECTIVE DATE OF 1981 AMENDMENT

Pub. L. 97-34, title II, §265(c), Aug. 13, 1981, 95 Stat.
265, provided that: ‘“The amendments made by this sec-
tion [amending this section] shall apply to taxable
years ending on or after the date of the enactment of
this Act [Aug. 13, 1981].”

EFFECTIVE DATE OF 1980 AMENDMENT

Pub. L. 96-608, §4(b), Dec. 28, 1980, 94 Stat. 3552, as
amended by Pub. L. 99-514, §2, Oct. 22, 1986, 100 Stat.
2095, provided that: ‘“The amendment made by sub-
section (a) of this section [amending this section] shall
apply to conventions, seminars, and meetings begin-
ning after December 31, 1980, except that in the case of
any convention, seminar, or meeting beginning after
such date which was scheduled on or before such date,
a person, in such manner as the Secretary of the Treas-
ury or his delegate may prescribe, may elect to have
the provisions of section 274(h) of the Internal Revenue
Code of 1986 [formerly I.R.C. 1954] be applied to such
convention seminar or meeting without regard to such
amendment.”

Pub. L. 96-598, §5(b), Dec. 24, 1980, 94 Stat. 3488, and
Pub. L. 96-605, title I, §108(b), Dec. 28, 1980, 94 Stat. 3525,
provided that: ‘“The amendment made by this section
[amending this section] shall apply to any expenses
paid or incurred after December 31, 1980, in taxable
years ending after such date.”

Amendment by Pub. L. 96-222 effective, except as
otherwise provided, as if it had been included in the
provisions of the Revenue Act of 1978, Pub. L. 95-600, to
which such amendment relates, see section 201 of Pub.
L. 96-222, set out as a note under section 32 of this title.

EFFECTIVE DATE OF 1978 AMENDMENT

Pub. L. 95-600, title III, §361(c), Nov. 6, 1978, 92 Stat.
2847, provided that: ‘“The amendments made by this
section [amending this section] shall apply to items
paid or incurred after December 31, 1978, in taxable
years ending after such date.”

Pub. L. 95-600, title VII, §701(g)(4), Nov. 6, 1978, 92
Stat. 2904, provided that: ‘“The amendments made by
this subsection [amending this section] shall apply to
conventions beginning after December 31, 1976.”"
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EFFECTIVE DATE OF 1976 AMENDMENT

Pub. L. 94-455, title VI, §602(b), Oct. 4, 1976, 90 Stat.
1574, provided that: ‘“The amendments made by this
section [amending this section] shall apply to conven-
tions beginning after December 31, 1976.”"

EFFECTIVE DATE OF 1964 AMENDMENT

Pub. L. 88-272, title II, §217(b), Feb. 26, 1964, 78 Stat.
57, provided that: “The amendment made by subsection
(a) [amending this section] shall apply with respect to
taxable years ending after December 31, 1962, but only
in respect of periods after such date.”

EFFECTIVE DATE

Section applicable with respect to taxable years end-
ing after Dec. 31, 1962, but only in respect of periods
after such date, see section 4(c) of Pub. L. 87-834, set
out as an Effective Date of 1962 Amendment note under
section 162 of this title.

REGULATIONS

Secretary of the Treasury or his delegate to issue be-
fore Feb. 1, 1988, final regulations to carry out amend-
ments made by section 1114 of Pub. L. 99-514, see sec-
tion 1141 of Pub. L. 99-514, set out as a note under sec-
tion 401 of this title.

Pub. L. 9944, §5, May 24, 1985, 99 Stat. 78, provided
that: ““Not later than October 1, 1985, the Secretary of
the Treasury or his delegate shall prescribe regulations
to carry out the provisions of this Act [amending sec-
tions 274, 280F, 3402, 6653, and 6695 of this title, and en-
acting provisions set out as notes under sections 274,
280F, 3402, and 6653 of this title] which shall fully re-
flect such provisions.”

Pub. L. 99-44, §1(c), May 24, 1985, 99 Stat. 77, provided
that: ‘“‘Regulations issued before the date of the enact-
ment of this Act [May 24, 1985] to carry out the amend-
ments made by paragraphs (1)(C), (2), and (3) of section
179(b) of the Tax Reform Act of 1984 [Pub. L. 98-369,
amending sections 274, 6653, and 6695 of this title] shall
have no force and effect.”

SAVINGS PROVISION

For provisions that nothing in amendment by Pub. L.
101-508 be construed to affect treatment of certain
transactions occurring, property acquired, or items of
income, loss, deduction, or credit taken into account
prior to Nov. 5, 1990, for purposes of determining liabil-
ity for tax for periods ending after Nov. 5, 1990, see sec-
tion 11821(b) of Pub. L. 101-508, set out as a note under
section 45K of this title.

TERMINATION OF TRUST TERRITORY OF THE PACIFIC
ISLANDS

For termination of Trust Territory of the Pacific Is-
lands, see note set out preceding section 1681 of Title
48, Territories and Insular Possessions.

PLAN AMENDMENTS NOT REQUIRED UNTIL
JANUARY 1, 1989

For provisions directing that if any amendments
made by subtitle A or subtitle C of title XTI [§§1101-1147
and 1171-1177] or title XVIII [§§1800-1899A] of Pub. L.
99-514 require an amendment to any plan, such plan
amendment shall not be required to be made before the
first plan year beginning on or after Jan. 1, 1989, see
section 1140 of Pub. L. 99-514, as amended, set out as a
note under section 401 of this title.

CERTAIN RECORDKEEPING REQUIREMENTS

For treatment of use of automobile by I.R.S. special
agent for purposes of this section and section 132 of this
title, see section 1567 of Pub. L. 99-514, set out as a note
under section 132 of this title.

SUBSTANTIATION BY ADEQUATE CONTEMPORANEOUS
RECORDS

Pub. L. 99-44, §1(a), May 24, 1985, 99 Stat. 77, as
amended by Pub. L. 99-514, §2, Oct. 22, 1986, 100 Stat.
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2095, provided in part that: ‘‘the Internal Revenue Code
of 1986 [formerly I.R.C. 1954] shall be applied and admin-
istered as if the word ‘contemporaneous’ had not been
added [by Pub. L. 98-369] to such subsection (d) [subsec.
(d) of this section].”

USE OF FACILITIES IN CASE OF INDEPENDENT
CONTRACTORS, ETC.

Pub. L. 96-222, title I, §103(a)(10)(C), Apr. 1, 1980, 94
Stat. 212, as amended by Pub. L. 99-514, §2, Oct. 22, 1986,
100 Stat. 2095, provided that:

‘(i) IN GENERAL.—Subsection (a) of section 274 of the
Internal Revenue Code of 1986 [formerly I.R.C. 1954] (re-
lating to disallowance of certain entertainment, etc.,
expenses) shall not apply to expenses paid or incurred
by the taxpayer for goods, services, and facilities to the
extent that the expenses are includible in the gross in-
come of a recipient of the entertainment, amusement,
or recreation who is not an employee of the taxpayer as
compensation for services rendered or as a prize or
award under section 74 of such Code.

‘(i) INFORMATION RETURN REQUIREMENT.—Clause (i)
shall not apply to any amount paid or incurred by the
taxpayer if such amount is required to be included in
any information return filed by such taxpayer under
part III of subchapter A of chapter 61 of such Code [sec-
tion 6031 et seq. of this title] and is not so included.

‘“(iii) APPLICATION OF SUBPARAGRAPH.—This subpara-
graph shall only apply with respect to expenses paid or
incurred during 1979 or 1980.”

§275. Certain taxes
(a) General rule

No deduction shall be allowed for the follow-
ing taxes:
(1) Federal income taxes, including—

(A) the tax imposed by section 3101 (relat-
ing to the tax on employees under the Fed-
eral Insurance Contributions Act);

(B) the taxes imposed by sections 3201 and
3211 (relating to the taxes on railroad em-
ployees and railroad employee representa-
tives); and

(C) the tax withheld at source on wages
under section 3402.

(2) Federal war profits and excess profits
taxes.

(3) Estate, inheritance, legacy, succession,
and gift taxes.

(4) Income, war profits, and excess profits
taxes imposed by the authority of any foreign
country or possession of the United States if
the taxpayer chooses to take to any extent the
benefits of section 901.

(b) Taxes on real property, to the extent that
section 164(d) requires such taxes to be treated
as imposed on another taxpayer.

(6) Taxes imposed by chapters 41, 42, 43, 44,
45, 46, and 54.

Paragraph (1) shall not apply to any taxes to the
extent such taxes are allowable as a deduction
under section 164(f).

(b) Cross reference

For disallowance of certain other taxes, see sec-
tion 164(c).

(Added Pub. L. 88-272, title II, §207(b)(3)(A), Feb.
26, 1964, 78 Stat. 42; amended Pub. L. 93-406, title
II, §1016(a)(1), Sept. 2, 1974, 88 Stat. 929; Pub. L.
94-455, title XIII, §1307(d)(2)(A), title XVI,
§1605(b)(1), title XIX, §1901(a)(39), Oct. 4, 1976, 90
Stat. 1727, 1754, 1771; Pub. L. 95-600, title VII,
§701(t)(3)(B), Nov. 6, 1978, 92 Stat. 2912; Pub. L.
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97-248, title III, §§305(a), 308(a), Sept. 3, 1982, 96
Stat. 588, 591; Pub. L. 98-21, title I, §124(c)(b),
Apr. 20, 1983, 97 Stat. 91; Pub. L. 98-67, title I,
§102(a) Aug. 5, 1983, 97 Stat. 369; Pub. L. 98-369,
div. A, title I, §67(b)(2), title VIII, §801(d)(5),
July 18, 1984, 98 Stat. 587, 996; Pub. L. 99-499,
title V, §516(b)(2)(B), Oct. 17, 1986, 100 Stat. 1771;
Pub. L. 100-203, title X, §10228(b), Dec. 22, 1987,
101 Stat. 1330-418; Pub. L. 106-519, §4(2), Nov. 15,
2000, 114 Stat. 2432; Pub. L. 108-357, title I,
§101(b)(5), title VIII, §802(b)(1), Oct. 22, 2004, 118
Stat. 1423, 1568; Pub. L. 110-172, §11(g)(5), Dec. 29,
2007, 121 Stat. 2490; Pub. L. 113-295, div. A, title
11, §221(a)(12)(E), Dec. 19, 2014, 128 Stat. 4038.)

REFERENCES IN TEXT

The Federal Insurance Contributions Act, referred to
in subsec. (a)(1)(A), is act Aug. 16, 1954, ch. 736, §§3101,
3102, 3111, 3112, 3121 to 3128, 68A Stat. 415, as amended,
which is classified generally to chapter 21 (§3101 et seq.)
of this title. For complete classification of this Act to
the Code, see section 3128 of this title and Tables.

CODIFICATION

Pub. L. 95-600, §701(t)(3)(B) (effective Oct. 4, 1976, see
Pub. L. 95-600, §701(t)(5), set out as an Effective Date of
1978 Amendment note under section 859 of this title) re-
pealed §1605(b)(1) of Pub. L. 94-455, cited as a credit to
this section, which had duplicated the amendment to
subsec. (a)(6) made by §1307(d)(2)(A) of Pub. L. 94-455.

AMENDMENTS

2014—Subsec. (a). Pub. L. 113-295 struck out ‘‘Para-
graph (1) shall not apply to the tax imposed by section
59A.” at end of concluding provisions.

2007—Subsec. (a)(4). Pub. L. 110-172 substituted ‘‘if the
taxpayer chooses to take to any extent the benefits of
section 901.” for ‘‘if—

‘“(A) the taxpayer chooses to take to any extent the
benefits of section 901, or

“(B) such taxes are paid or accrued with respect to
foreign trade income (within the meaning of section

923(b)) of a FSC,.”

2004—Subsec. (a). Pub. L. 108-357, §101(b)(5)(B), struck
out at end of concluding provisions ‘A rule similar to
the rule of section 943(d) shall apply for purposes of
paragraph (4)(C).”

Subsec. (a)(4). Pub. L. 108-357, §101(b)(5)(A), inserted
“or’” at end of subpar. (A), substituted period for ‘‘or”
at end of subpar. (B), and struck out subpar. (C) which
read as follows: ‘‘such taxes are paid or accrued with
respect to qualifying foreign trade income (as defined
in section 941).”

Subsec. (a)(6).
‘45, before ‘“46,”.

2000—Subsec. (a). Pub. L. 106-519, §4(2)(B), inserted at
end ‘A rule similar to the rule of section 943(d) shall
apply for purposes of paragraph (4)(C).”

Subsec. (a)(4)(C). Pub. L. 106-519, §4(2)(A), added sub-
par. (C).

1987—Subsec. (a)(6). Pub. L. 100-203 substituted ‘46,
and 54" for ‘‘and 46".

1986—Subsec. (a). Pub. L. 99499 inserted at end
‘“‘Paragraph (1) shall not apply to the tax imposed by
section 59A.”

1984—Subsec. (a)(4). Pub. L. 98-369, §801(d)(5), inserted
provision disallowing a deduction for income, war prof-
its, and excess profits taxes if such taxes are paid or ac-
crued with respect to foreign trade income, within the
meaning of section 923(b), of a FSC.

Subsec. (a)(6). Pub. L. 98-369, §67(b)(2), inserted ref-
erence to chapter 46.

1983—Subsec. (a). Pub. L. 98-21 inserted at end ‘‘Para-
graph (1) shall not apply to any taxes to the extent
such taxes are allowable as a deduction under section
164(f).”

Subsec. (a)(1). Pub. L. 98-67 repealed amendments
made by Pub. L. 97-248. See 1982 Amendment note
below.

Pub. L. 108-357, §802(b)(1), inserted
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