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Code Sec. 274(n){2)(A)

,Limjtations on deduction

(i) tramsferred by ap employer 1o an employee for
length of service achieverment or safety aclievement,
{iiy awarded as part of a meamingful presentation. and
{1y awarded under condinons and circumstances thai
do not create a significant likelihood of the payment
of disgwsed compensation.
(B} Qualifted plan award.
- (i) In general. The term *‘qualified plan award”
means an employee achievernent award awarded as
part of an established written plan or Program of the
raxpayer which does not discriminate in faver of
highly compensated emplovees (within the meamng
of sectien 414{q)} as to eligibility or benefits
(i) Limitation. An employee achievement award shall
not be weated as a qualified plan award for any taxa-
bie vear if the average cost of all erployee achieve-
ment 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, average cost shall
be determmed by including the entire cost of guali-
fied plan awards, without taking imto account em-
ployee achievernent awards of nominal value. ’
(4) Special rules. For purposes of this subsection—
(A) Partmerships. In the case of an employee achieve-
ment award made by a partnership, the deduction Hrni-
tatiens contmned in paragraph (2) shall apply to the
parmnership as well as to each member thereof.
{B) Length of service awards..An item shall not be
treated as having beén provided for length of service
achievement if the item is received during the recipi-
" ent's 1st 3 years of employment or if the recipient re-
ceived a length of service achicvement award {other
than an award excludable under section 132¢e)(1)) dur-
g that year or any of the pror 4 years. -~
{C) Jafety achieyement awards. An item provided by an
employer to an emplovce shall not be treated as having
been provided for safety achievement 1f —
(1) during the taxable vear, cmployee achmvcment
awards {other than awards excludable under section
132(e)(1)) for safety achievement have previously
been awarded by the employer to more than 10 per-
cent of the cmpldj’ccs of the employer {excluding
cmployecs described in clause (i)}, or . .-
(if) such item is awarded to a manager, adrmmstrator
clerical employee, or other prof essional cmploycc

{k) Business meals.

(1} In general. No deduction sha.ll be a]lowed under this

" chapter for the expense of any food or beverages unless——

(A) such expense is not lavish or extravagant undcr 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}, (B}, or {3). of subsection {e}, and
(B) any- other expense to lhe extent prowded in rcgula-
tions.

() Additionat limitations on entertainment tlckets
(1) Entertainment tickets.

{A) In general. In determining the amount a]lowable as
a deduction under this.chapter for any ticket for any ac-
tivity or facility described in subsection (d3(2), the
amount taken into account shall not exceed the face

{B} Exceptior for certain charwrable sports svents. Sub-
paragraph (A) shall not apply to any ticket for amy
SpOIlS event—
(1 which 1& organized for the pnmar}r purposc of
benefiung an organizauon which is descobed | osec-
ticn 301{c)(3) and exempt from tax under section
501(a), )
(ii) all of the net proceeds of which are contributed to
such orgamrzation, and
(iif) which utilizes volumeers for subsLa.nﬂally aif of
the work performed in camying out such event.
(2) Skyboxes, etc. In the case of a skybox or other private
luxury box leased for more than 1 event, the amount al-
lowable as a deduction under this chapter with respect to
such events shafl not exceed the sum of the face vafue of
non-luxury box seat tickets for the seats in such box cov-
ered by the lease. For purposes of the preceding 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 al!owcd under
this chapter for expenses mcurred for transportation by
water to the extent such expenses exceed twice the ag-
gregate per diem amounts for days of such transporta-
tion. For purposes of the preceding sentence, the term
“per diem amounts” means the hughest amount gener-
ally allowable with respect to a day to employees of the
executive branch of the Federal Govemnment for per
diem while away from home but serving in the United
"States.
{B) Exceptions. Subparagraph (A) shall not applv to—
(1) any expense allocable to a convention, seminar, or
. other meeting which is held on any cruise ship, and
(1) any expense described in paragraph (2}, (3} (4,
(7), (8), or {9} of subsection (e).
(3) Travel as form of education. No deducnon shall be
allowed under this chapter for c_xpsnses for travel as a
form of education.
(3) Travel expenses of spouse, dependent ‘or mhers No
deduction shall be aliowed under this chapter (other than
section 217) for travel expenses paid of incurred with re-
spect to a spouse, dependent, or ether individual accompa-
nying the taxpayer {or an officer or employee of the tax-
payer) on busingss travel, unless—
{A) the spouse, depcndcm ar oLhcr individual 1s an em-
plovee of the taxpayer, -
(B} the travel of the spouse, dcpendent' or other indi-
vidual s for a bona fide busingss purpose, and
(C) such expenses-would otherwise be deductible by the
spouse, dependent, or other individual.

(n) Omnl¥ 50 percent of méal and entcrlamment expens%

allowed as deduction.

(1) In general. The amount ‘a.l]owab]e as a dcductzon

under this chapter for — -
{A} any expense for food or bcvcragcs and
{B) any item with respect to an activity which is of a
type generally considered to constitute entertainment,
amusemnent, Or Iecieation, of with respect to'a fac1].1l:v
used in connection with such activity,

- shall not exceed 50 percent of the amount of such ex-

pense or item which would (but for this paragraphy be al-
lowable as a deductien under this chapter. -
(2) Exceptions, Paragraph (1} sha.ll pot apply to any ex-
pense if —

(A} such expense is described in paragraph (2), (3), (4),



Code Sec. 274m)(2)(B),

{B) in the case of an expense for food or beverages,
such expense is excludable from the gross income of
the recipient under section 132 by reason of subsection
() thereof (relating to de minimis fringes),

{C) such expense i§ covered by a package involving a
ticket described in subsection (1)(1}B),

(D) in the case of an employer who pays oF reumburses
moving expenses of an employee, such expenses are fn-
cludible in the income of the employee under section

L “{u) Cremeral rule

automotle.

. ¥ LT M
(B} such expense is for fodd or beverages— deductions for such antemobile

(i) required by any Federal law (o be provided to
crew members of a commercial vessel.
{ii) provided to crew members of a commercial ves- b
and which— -
(I} which is operating on the Great Lakes, the
Saint Lawrence Seaway, or any inland waterway of
the United States, and
(I} which is of a kind which would be reguired by
Federal law to provide food and beverages 10 crew
© members if it were operated at sea,
(iif) provided on an oil or gas platform or drilling rig
if the platform or dg is located offshore, or
(iv} provided on an oil or gas platform or drilling rig,
or at & support camp which is in proximity and inte-
gral to such plaform ‘or rig, if the platform or rig is
located in the United States noith

*(d) Effecive date.

cember 31, 19877 .

1273143, 3,

of 54 degrees north  \eygred after 1231793,

Clauses (i) and @) of subparagraph (E) shall not apply to - 118020B32)AND, deleted subpara. (M2ND) and
vessels primarily engaged 1o providing luxury water trans-
portation (determined under the principles of subsection
(m)). In the case of the employee, the sxception of sub-
paragraph (A) shall not apply to expenses described in
subparagraph (D).
(3) Special rule for individuals subject to federal hours
(A) In general. In the case of any expenses for food or
beverages consumed while away from home (within the
meaning of section 162(aX2)) by an individual during,
or incident to, the period of duty subject to the hours of
service limitations of the Department of Transportation,
"paragraph (1} shall he applied by substituting “‘the ap-
plicable percentage™ for “30 percent”.

(B) Applicable percentage. For purposes of this parz-
eraph, the term “applicable percentage™ means the per-
centage determined under the following table:

For taxable years

beginning in calendar The applicable percentage

Eacepnons, Paragraph (
. ot apply [0 5uch expense
psectian (£}
to amendment, clauge (v
 amperpense to which so
m})ﬂ:{), {70, {82, or (9) of +
amendment, subpara. (1
E{} subsection (a) dues ot
h43, 7, (8], ot (%) of subs
: 100-647, Sec 101&{up
ow] 50 1 woult also delete .
Bl JO0HGAT, Ser. GO03(a),
rued oo for the peried
-1000g)1) of tns Act] and
6003(p) of this Art which
| Effective dates.,
) Clauses (1) and (i) of =
B ritcecunn: (3], shall apply ot
o) Classes (i) apd (1v) of
‘gubsection (a), shall apply
7.
p.L. 100647, Soc. 6008,

Pror to tepeal. PLOLO0-647, Sec GU0E read as follows.
“Sec. 6008. Buumess use of antomobiles by nural mail caTiers

“In the case of any cmployee of the Umnted States Postal Servce who perfordg
services mvolving the collecuen and delivery of mail on 4 rura route, such et
ployee shall be permitted to compute the ameount allowable as a dedachon gndef
chapter | of the Internal Revenue Cede of 1986 for the use of an antomatle 5+
performung such services by using & standard mileage rte for all miles of such
use equal to 130 percent of the basic standard mte, T
“(b) Subsecton {a} not o apply if employee clams depreciation deductions o

“Subsection (2 shall not apply with respect toany awomeobrle 1f, for any e
ble vear begimmng after December 31, 1987, the tanpayer clamed depreciabgl
-

“[e) Bame standard rate )
“For purposes of thas section, the t2rm ‘basic standard rate’ means the standaf]
mileage rate which i prescribed by the Secretary of the Treasury or his delepate
for computing the amount of the deduction for the business use of an automobile

#1315 1n effect at the bme of the use referred to in subsection (g},
“(2} applies to &0 amomobile which 15 oot fully depreciaced, and
- *(3} apphies 4o the first 15,000 mles (or such other number &5 the Secretary of
the Treasury or his delegate may hereatter prescribe of business use during the 99-514, Seq. 1221
raxahle year

g o Ses g)(2), [2s amended
“oon” act
subpara, (bY(1WT) .. Sed
signated subsec, () as sub
zes and awards granted after
de]lemm. subpars. (bl
an item of Langitle pers
!'kngth‘ of service, pr

Y

- “The provistons of s section shall apply t0 taxable years begmning after T
In 1993, FL 102-66, Sec. 13209(a), subsututed “50 percent” for “B0-percent k'
para. (m)(1}. .Sec. 132080k, substimuted 50" for “80" mn the beading of subs
(n), effectve for tax, yrs. bepin. after 12/31/93.

_PL- 103-66, Sec 13210¢a), added para (a)(31.., Sec. 13200(h), added te
sentence at the end of para. {c)(4), effecuve for amounts pad o incumed g

iy ity suéh flem 5 a qualified
Erngr o deietion, para. (B)(3)
"3 Qualified plan award. Fc
| ) In geoeral. The term

HWirded as part of a permanen
b does not, diseriminace m favor
'mlp‘loye& as to eligibility or

__PL 103-66, Sec.’ 13272(a), added para (m)(3), effective for amounts paid o

In 1990, BL _102-508, Sec. 11802(b)(1}, amended para, .. s
redesignated subparas.-(n)(2KE}
and {n)(2}F) as subparas, (0){Z)D) and (n)(2YE). . . Sec. 11RGZ(BR AN, sub
stituted “described in subparagraph (I for “desenbed m subparagraph (E)'.
the last sentepce of para. (n)(2) ... Sec. 11802(b}2)(A)ni), substtuted “aof sule
paragraph (E)" for “of subparagraph (F)" in para (ni(Z}. .- Sec, 1TR02(BH2NE (B) Average amount of aw
deleted para, (n}(3), effectrve 11/5/90. except as provided 1n Sec 11821{1) af {hs ward for anv tavable vaar
Act, reproduced in pote following Corde Sec 243 . T '} desiTibed 1 subparag:mpt
Pror o amendment, para. (1)(2) read as follows, oeeds $400.
“(2) Skyboxes, et . . . “(C) Manmum amount per
“(a) In general In the case of a skybox ar other povate luxury box leased Tar, glnn award unider thas paragrag
more than -] event, the amount allowable as a deduction under this chapter Wil 1,600,
respect o such events shall not exceed the sum of the face value of non oy’ SP L, 99514, Sec. 1424a)(1),
bus el tekets for the scals m such box covered by thre Jease For pusposes of {d} of Hug Act, above], as
the preceding sentence, 2 or more related leascs shall be treaied as 1 lease. MATNAL deleted para (2}
“{B) Phase-n. In the case of — - : FEKIH), . Soe. 142{a)2)(B)
7y 4 axable year beginming in 1987, the amount disaliowed under subpi: PR (e}3) [es redesignate
graph {A} shallbe % of the amount which would be disallowed without regatd AT Bubseds (I), (m), and ¢
th d . AUeH2)(A), delered “or 212"
¢ subparagraph, un . ). (3
“Gi) i the case of 2 taxable year beginning m 1988, the amount disallowsl - ), ﬁ). and (5). . Sec.
under subparagraph (A) shall be % of the amount whch would have hecn Jisak N mEf: £12 and” after “ma
lowed without regard to this subparagraph.” LT ior to d:]mll Secue I =
Pror to deletion, subpara (ap(20TY) read as follows. B {1} Bug enon, para (e)(1) re
“(I0) un the case of an expense for food or heverages before January 1 198, uad upder iness meals Expense
such expense 1 an miegral past of  qualificd meeting " “ ished ?hmgca;:dzmg-
Prior to deleton, pare (n){3) read as follows i 3 hﬁhlp'm snch r:.rra:]: 'Dum‘ms;
(3 Qualified meenng. For puposes of, paragraph (2yD}, the erm 'qUﬂhﬁ"j VErREES ars fu.m.iqh;d] e of
fheeta means any cunvenhon, seminar, annual meeting, oc similer business BT Blistess dictusiion "
gram with respect ¢ which.— PL 99.519, See. 1114¢b)
"4 an expense for fond or beverages s not sepamtely stated, f mﬂ‘m&amng of sectron
“(B} mote than 50 percent of the particrpants arc away from nome, ?’k y compensated e

o huphl,
Oy an least 40 individuals atend, and :25-?';2&&) of tns Aet, above
o — EYd M . e




