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TRAVEL AND TRANSPORTATION EXPENSES

Fd

In order for a reimbursement of an expense for business travel to be excludablé frtur;'
including meals and lodging, a taxpayer must travel "away from home" in the pursu
. business on a temporary basjs.

The statutory phrase "away from home" has been mtcrpreted by the U.S. Supreme
require a raxpayer to {ravel pvernight, or long enough to require substantial "sled
Thus, merely working overtime or at a great distance from the taxpayer's residend

Court* fo
p or rest",
e does not

create excludable reimbursements for travel expenses if the taxpayer returns homé without-
spending the night or stopping for substantial "sleep or rest". Rev. Rul 75-170; Rev. Rul. 75432

' See the discussion on Meal Allowances for further discussion of the “sleep or resf

| '*éupreme Court Case - O.S. v C_'-orrélg,- 389 U.S. 299, 302-303 (1967)

'COURT CASES/RULINGS- SLEEP OR REST RULE

. Sleep/Rest Not Met - Reimbursements Taxable
U.S. v Correll; 389 U.S. 299, 302-303(1967)
Barry v. Commissioner, 27 AFTR 2d 71-334,435 F2d 1290(CA1 1970]'
Coombs v. Commissioner, 608 F2d 1269, 1276(1979)

- Plfe v. Commissioner, 73.T.C. 621(1980)
“Rev. Rul. 68-663, 1968-2 C.B. 71
Matteson v. Commissioner, T.C. Memo 1974-96 _
' Ungerv Commissioner TC Memo 1986-64, 51 TCM 455

Sleep/Rat Met - Rﬂmbursemenm Not Tmble
Williams v. Patterson, 286 F.2d 333 (5th Cir. 1961) :

~ Rev. Rul: 75-176,1975-1 CB 60 o
Anderson, David, (1952) 18 TC 649 -
Weaver, Don, (1953) PH TCM 54001,'12 CCH TCM 1421
Rev. Rul. 75-168, 1975-1 CB 58
Johnson, Mose, (1982) TC Memo 1982-2
Rev. Rul. 75-432, 1975-2 CB 60
L-1711 - Fed Tax Coor. - :

' -Sn-a,gusav Comxmssxoner T.C. Memo 1980- 68

Court Case 1@ Williams v, Patterson

A railroad conductor regularly rents a hotel room near railroad station where he sleeps
‘and eats during a S-hour layover during an 18-hour workday. He may deduct his meal
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Court Case 3: Unger v. Commissioner

Exmnplw

TRAVEL AND TRANSPORTATION EXPENSES

and -lodgiﬁg costs because his layover is long enough to obtain sleep or re

reqilired by his job to do so.

- Court Case 2: Barry v. Commxssioner

. A consulting engineer works with clients in & three-state area by making
to each client. She frequently leaves home at 6:30 a.m. and does not retur]
midnight. During the day, she stops in a rest area and closes her eyés fo
refresh herself for the drive. She cannot deduct the cost of her meals on
because she is not away from home long enough-to obtain substantial sles

it and 15

pne-day trips
h until -

ese trips .
Ep Or rest..

T ul;o- minutes to

A truck driver’s “safety breaks” which consisted of restmg or sleepmg at/the wheel of -
the truck for periods renging from 45 minutes to three and one-~half houry, were
. considered by the courts to be a mere pause from his daily work routine gnd -
consequently did not constitute a substantial amount of sleep or rest. So the truck
_ dr'n'/er was not considered to be away from home. -
1y An employee is required to travel from Salem to Portland fo work on a
project. She leaves home at 11:00 a.m. on Monday, with plans tq return home

the same day. She is anable to eomplete the project on Monday,
the night in Portland. After completmg the prolect the next day,
to Salem by 10:30 a.m.

Bven though the 'e'mplo'y'e.e had not pla.nncd--io épend the night eind is
than 24 hours she has met the “Away From Home” rule because she
night away from her tax home on busmess

An employee is requlred to travel from Daltas to Houston to wo
day. The employee leaves home at 6:30 A.M. and returns that n|
P.M. On the trip home the employee stops for dinner and rests
two hours. Do&s this stop meet the substanﬁal "sleep or rest" r

_2)_

Even tho ugh the employee ha.s‘ been away from home for substantid
his/her normal work day, the employee is not considered to be In tr
Courts have ruled that stopping for a meal or a rest in a car does r
substantial "sleep or re.s?" rule. '

i
)
D

A government agency supplies office equipment to all agencies
- gtate. An employee drives a'tractor-trailer with equipment fron
warehouse in Davenport to an agency in Council Bluffs. After 1
driver stops and rents a room at 2 rest stop for a 4 hour nap bef
completing the round trip.

3)
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MEALS AND LODGING

" the convenience of the employer, the MV of the meal less any amount charged b
[is included in the employee's wages. IRCS119(b)(3)

y the employer

Empl-oyc:r's often reimburse emaployees for meals while traveling aWay ﬁom home
while attending meetings or entertaining customers. The taxability of these reimbyrsements or

. dllowances depends on whether there is a valid buginess reason forthe meals and

ovemight or

whether the

" expenses are substantiated. Reimbursements .or allowa.nces must first meet the aocountable plan

* rules in order to be excludable.

This chapter will-cover: :

- o Meals while traveling away from the tax home overnight A

o Meals while not away from home, including mcals with mectmgs entert
de minimis fringe benefit meals

» Substantiation of employee meal relmbu.rsemcnts and allowances

binment meals,

. ‘Meals 'Awaf From Home Overﬁighf

In order for travel meal reimbursements to be excludable from wages; bﬁaployecs
. traveling away from their tax home on their employcr s business. Where employ4
bearing on where their tax homes are. - _

: Travelmg away from home” r'ncanS'
1. Employcc must.be travelmg away frorn the general tax home area -substs
than an ordinary day’s work, and
2. ‘Brployee needs to obtain substantial sleep or rest to meet the dcma.nds
-while away from home. IRC §162(a)(2) Rev. Rul. 75-170 Rev. Rul 75-432

Meals Away Fr6m Tax Homé-B-ut Not Overnight :

Generally, thcsc meals are taxable as wages to the cmployec bccause travel must
horne overnight to be cxcludable _

Courts have set very strict rules on what constitutes substantial sleep or resf.
Expense Reimbursements for additional discussion and court cages, regardm
Rest" rule.

Example: An employee is required to travel from Topeka to Wichi_ta to work foy

musft be
es live has no

pntially longér ’

of the work

be away from

‘See Travel

the day. The

employer agrees to pay for the employee’s meals while in Wichita. The employeg leaves home at

g theA"Sle,‘ep or
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MEALS AND__LODG]NG

n7 00 a.m. and returns home at 9:00 p.m. Before the employee-returns in the evening, the

' 'employce takes a nap in his car for an hour.

'Bven though the employes is away fromi his tax home for substantially 1or1ger

'| work day and even stops for rest, the employee is not considered to be away from
overmght. The rest would not be considered substanﬁal "Any meal money that the

" receives would be taxable as wages

a normat
ome-
employee

- Entertainment Meals

* Reimbursements or allowances provided to employees for meals while entertainigg customers .
~may be excludable if the expenses are ordmary and necessary, E_md meet one of the following

tests: : . o o

Dlrectly Related or Associated Entertamm ent .

Directly-Related Test - Meal reimbursements meet thc dlrectly—rc)ated tegt and msy-be
, excludab[e from wages if* "
1. The main purpose of the combmed business and meal is the actnc c,on'dnpt of '
business, - o
2. Business is actually couducted during the meal pmo¢ and _
" 3. There i$ more than a general expectation of derivingi income or some-othf:r
" specific business beneﬁi at some ﬁrtme time. : : '

- All of the facLs must be oonmdered, mc[udmg the nature of the business t:ra.ns:suctJ ed and the =
reasons for conducting business during the meal. If the. me&l takes place in & c]egr busmess
setting and is for your business or work, the expenses are cons;dere,d dmﬂy rejated to your

_ busmess or work. Reg §1. 274-2(c) and.(d) i _ L
Exampla of Dlrecﬂy Related Entertamment/Meals
: _- ' Mealsata hospltalxty room sponsored by an cmployer ata convcnti,(:m.-
. Entertainment of civic leaders at the opening of a new cIty hall R
Associated Test - Entertammcnt-related meal relmbnrsementsmcet the +socia}.ed test and

are excludable if the entertainment LS

1 Associated with the active conduct of the employer § busmess, ang

2. Directly béfore or after a substantial business discussion.

if there is a clear

‘Generally, an expense is associated with the active conduct of a business, if
business reason for incurring the expense: The purpose may be to get new t

jusiness or to
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MEALS'ANb LODGING

. encourage the continuation of an existing reianonsbnp Thése activities need no occur ina
clear business sefting. :

Whether a business discussion is substantial depends on the facts of each cased A business ©
discugsion will not be considered substantial-unless you can show that you actively engaged in .
the discussion, meeting, negotiation, or other business transaction to get incorme or some other
specific business benefit. You must show that the business discussion was sulfstantial in
relationto the meal. Reg. §1.274-2(c) and (d) :

Eia_mple of Associated Ept_értainuient/Meal

‘o Meals officially scheduled as part of a business conferencé of c4 nvention -

'I‘rade or Pfof&sional- Assdciaﬁon Meetings

_Rmmbursements for meal expenses duecﬂy related to and necmsary for .attgnding business -
meetmgs or conventions of certain £xempt orgamz.atxons are excludable from wages.if the
expenses-of your attendance are related to your trade or business. - These organizatians-include
chambers of commerce, business leagucs and trade or proﬁcssxonal assocx joDs. Reg. §7.274-

T 2AdB) - :

Exnmplw

(1) Manager reguiarly buys lnnch for dll of the employees In her fgroup after
- monthly group meéetings inan effort to boost morale The manpager and the
employees are reimbursed by the employer Lo :

ThlS does not mcet elt.ber the dlrectly-relawd test or the assoc' aterd test and isixp_t ) -
qualified busmess meal. The value of the meals is oonmdere.d axable to the menager
~ and tothe employees ) : a

Regularly prmnded meal moriey does not quahfy for the exolusmn for de minimis fringes .
prov1ded by an employer, Three conditions must be met for treatment of pceasional meal money.
- 88 an excludable de minimis fringe benefit: - :
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MEALS AND LODGING

!

. Occaswnal Basis - Meal is rcasonable in value, and is not provided rcgularly or

frequently, and

. Pfov_i&ed for Overtime Work - Overtime work necessitates an extensjon of the

employee's norinal work schedule, and

¢ Enables Overtime Work - Provided to enable the employee to work qvertime.

. Medls provided on the einp_loye'r‘s premises that are consumed during
period, or meal money expended for meals consumed during that peri
condition. Reg. §1.132- -6(d) (2)

Mea.l reimbursements as part of a company policy or union contract may not qual
excludable de minimis benefit because the benefit is required and may not be con
occasional. In this case, the employer would have the opporrumty to set up thc ad
procedures for peportmg the benefit:

Meal money caloulated on the. bas1s of number of hours worked (for example, 35
each hour worked over 8 hours) is never excludable as a de 1 minimis fnngc bene

Example: Nontaxable de miinimis ‘meaL benefit

the overtime

bd, -satisfy this

Ify as an
sidered
ministrative

00 per hour for
Reg. §1. 132-

A commuter ferry breaks down and engmeers are reqmred to work overtime to make rcpalrs

' ARer working 8 hours, the engineers break for dinner because they will-be worki.
+ -additional 3 hours. The supervisor gives each emp]oyec $5.00 for a meal: The m
taxable to the engineers because it was provided to perrmi them to work overtxm&
that is not routine.

Example: Taxable de miﬂi_m'is meal benefits

- An employer has a policy of reimbursing employees for breakfas._f or dinner wheq
required to work an extra hour before or after their normal work schedule. The rq

are taxable because the employer has a policy which indicates payments are routinely made, In - - -

addition, the meal relmburscment docsn‘t enable the employee to work ovcmch
mcentwc to do so.

pg for an
eal issnot -
in a situation

they are -
imbursements

but is an

Meal expense reimbursement/alléwance must meet the accountable plan rules in
. excludable from wages. An employer may reimburse employees usmg an Actual
- Diem méthod.

order to be
Expense or Per

Rf,i.mburscments for allowablé business travel meals while traveling away fron} home
overnight may be substantiated using either an-actual expense method or a per giem method.
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MEALS AND LODGING -

Meals while not traveling, such as meals with meetmgs or overtime meals are sﬁ:bstantiated

using the actual expense method.

See Per Diem and Actual EXpense Reimbursements, carlxer for additional inform
substantiation rules. :

If an employee chooses not to be reimbursed for expenses, the employee cannof ¢

expenses on his/her personal tax return P.W. Havener, 23 TCM 539.

ation on

{aim the
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