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§ 1.162–2

(7) For limitations on the deductibility of miscellaneous itemized deductions, see section 67 and §§ 1.67–1T
through 1.67–4T.
(8) For the timing of deductions with
respect to notional principal contracts.
see § 1.446–3.
[T.D. 6500, 25 FR 11402, Nov. 26, 1960, as
amended by T.D. 6690, 28 FR 12253, Nov. 19,
1963; T.D. 6996, 34 FR 835, Jan. 18, 1969; T.D.
7315, 39 FR 20203, June 7, 1974; T.D. 7345, 40
FR 7437, Feb. 20, 1975; T.D. 8189, 53 FR 9881,
Mar. 28, 1988; T.D. 8491, 58 FR 53128, Oct. 14,
1993]
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Traveling expenses.

(a) Traveling expenses include travel
fares, meals and lodging, and expenses
incident to travel such as expenses for
sample rooms, telephone and telegraph,
public stenographers, etc. Only such
traveling expenses as are reasonable
and necessary in the conduct of the
taxpayer’s business and directly attributable to it may be deducted. If the
trip is undertaken for other than business purposes, the travel fares and expenses incident to travel are personal
expenses and the meals and lodging are
living expenses. If the trip is solely on
business, the reasonable and necessary
traveling expenses, including travel
fares, meals and lodging, and expenses
incident to travel, are business expenses. For the allowance of traveling
expenses as deductions in determining
adjusted gross income, see section
62(2)(B) and the regulations thereunder.
(b)(1) If a taxpayer travels to a destination and while at such destination
engages in both business and personal
activities, traveling expenses to and
from such destination are deductible
only if the trip is related primarily to
the taxpayer’s trade or business. If the
trip is primarily personal in nature,
the traveling expenses to and from the
destination are not deductible even
though the taxpayer engages in business activities while at such destination. However, expenses while at the
destination which are properly allocable to the taxpayer’s trade or business are deductible even though the
traveling expenses to and from the destination are not deductible.
(2) Whether a trip is related primarily to the taxpayer’s trade or business or is primarily personal in nature

depends on the facts and circumstances
in each case. The amount of time during the period of the trip which is spent
on personal activity compared to the
amount of time spent on activities directly relating to the taxpayer’s trade
or business is an important factor in
determining whether the trip is primarily personal. If, for example, a taxpayer spends one week while at a destination on activities which are directly related to his trade or business
and subsequently spends an additional
five weeks for vacation or other personal activities, the trip will be considered primarily personal in nature in
the absence of a clear showing to the
contrary.
(c) Where a taxpayer’s wife accompanies him on a business trip, expenses
attributable to her travel are not deductible unless it can be adequately
shown that the wife’s presence on the
trip has a bona fide business purpose.
The wife’s performance of some incidental service does not cause her expenses to qualify as deductible business
expenses. The same rules apply to any
other members of the taxpayer’s family
who accompany him on such a trip.
(d) Expenses paid or incurred by a
taxpayer in attending a convention or
other meeting may constitute an ordinary and necessary business expense
under section 162 depending upon the
facts and circumstances of each case.
No distinction will be made between
self-employed persons and employees.
The fact that an employee uses vacation or leave time or that his attendance at the convention is voluntary
will not necessarily prohibit the allowance of the deduction. The allowance of
deductions for such expenses will depend upon whether there is a sufficient
relationship between the taxpayer’s
trade of business and his attendance at
the convention or other meeting so
that he is benefiting or advancing the
interests of his trade or business by
such attendance. If the convention is
for political, social or other purposes
unrelated to the taxpayer’s trade or
business, the expenses are not deductible.
(e) Commuters’ fares are not considered as business expenses and are not
deductible.
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(f) For rules with respect to the reporting and substantiation of traveling
and other business expenses of employees for taxable years beginning after
December 31, 1957, see § 1.162–17.
§ 1.162–3 Materials and supplies.
(a) through (k) [Reserved] For further guidance, see § 1.163–3T(a) through
(k).
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[T.D. 9564, 77 FR 18687, Mar. 28, 2012]

§ 1.162–3T Materials and supplies (temporary).
(a) In general—(1) Non-incidental materials and supplies. Amounts paid to acquire or produce materials and supplies
are deductible in the taxable year in
which the materials and supplies are
used or consumed in the taxpayer’s operations.
(2) Incidental materials and supplies.
Amounts paid to acquire or produce incidental materials and supplies that
are carried on hand and for which no
record of consumption is kept or of
which physical inventories at the beginning and end of the taxable year are
not taken, are deductible in the taxable year in which these amounts are
paid, provided taxable income is clearly reflected.
(3) Use or consumption of rotable and
temporary spare parts. Except as provided in paragraphs (d), (e), and (f) of
this section, for purposes of paragraph
(a)(1) of this section, rotable and temporary spare parts (defined under paragraph (c)(2) of this section) are used or
consumed in the taxpayer’s operations
in the taxable year in which the taxpayer disposes of the parts.
(b) Coordination with other provisions
of the Internal Revenue Code. Nothing in
this section changes the treatment of
any amount that is specifically provided for under any provision of the Internal Revenue Code or regulations
other than section 162(a) or section 212
and the regulations under those sections. For example, see section
§ 1.263(a)–3T, which requires taxpayers
to capitalize amounts paid to improve
tangible property and section 263A and
the regulations under section 263A,
which require taxpayers to capitalize
the direct and allocable indirect costs,
including the cost of materials and
supplies, to property produced or to

property acquired for resale. See also
§ 1.471–1, which requires taxpayers to
include in inventory certain materials
and supplies.
(c) Definitions—(1) Materials and supplies. For purposes of this section, materials and supplies means tangible property that is used or consumed in the
taxpayer’s operations that is not inventory and that—
(i) Is a component acquired to maintain, repair, or improve a unit of tangible property (as determined under
§ 1.263(a)–3T(e)) owned, leased, or serviced by the taxpayer and that is not acquired as part of any single unit of tangible property;
(ii) Consists of fuel, lubricants,
water, and similar items, that are reasonably expected to be consumed in 12
months or less, beginning when used in
taxpayer’s operations;
(iii) Is a unit of property as determined under § 1.263(a)–3T(e) that has an
economic useful life of 12 months or
less, beginning when the property is
used or consumed in the taxpayer’s operations;
(iv) Is a unit of property as determined under § 1.263(a)-3T(e) that has an
acquisition cost or production cost (as
determined under section 263A) of $100
or less (or other amount as identified
in published guidance in the FEDERAL
REGISTER or in the Internal Revenue
Bulletin (see § 601.601(d)(2)(ii)(b) of this
chapter)); or
(v) Is identified in published guidance
in the FEDERAL REGISTER or in the Internal
Revenue
Bulletin
(see
§ 601.601(d)(2)(ii)(b) of this chapter) as
materials and supplies for which treatment is permitted under this section.
(2) Rotable and temporary spare parts.
For purposes of this section, rotable
spare parts are materials and supplies
under paragraph (c)(1)(i) of this section
that are acquired for installation on a
unit of property, removable from that
unit of property, generally repaired or
improved, and either reinstalled on the
same or other property or stored for
later installation. Temporary spare
parts are materials and supplies under
paragraph (c)(1)(i) of this section that
are used temporarily until a new or repaired part can be installed and then
are removed and stored for later (emergency or temporary) installation.
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