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ost professionals will advocate 
a healthy separation of your 
professional and personal lives,

but as the holiday and year-end vacation
season approaches, business travelers
who manage to squeeze some vacation
time in at the end of a business trip
may be rewarded with certain very 
attractive tax breaks. 

Among the opportunities to consider:

Combine Domestic Business, 
Pleasure Travel and Deduct 
Certain Expenses
Certain “pure” transportation expenses
are allowable deductions. This includes
(but is not limited to) the costs of getting
to and from the business meeting location,
travel to and from your departure airport,
the airfare itself, baggage fees and tips,
and cabs to and from the destination
airport. Domestic transportation costs
are 100 percent deductible, as long 
as the primary reason for the trip is
business rather than pleasure. 

The Internal Revenue Service (“IRS”)
doesn’t specify how to determine if the
primary reason for domestic travel is
business, but the rules covering foreign
travel may be used as a guideline.
“Travel days” count as business days, 
as do weekends and holidays if they fall
between days devoted to business and

it would be impractical to return home.
“Stand-by days,” when your physical
presence is required, also count as 
business days, even if you do not work
on those days. Any other day principally
devoted to business activities during
normal business hours is also counted
as a business day, as are days when you
intended to work but couldn’t due to
reasons beyond your control (i.e., a
local power failure).

For domestic trips, you may be able to
claim business was the primary reason
for a sojourn when the business days
exceed the personal days. Be sure to
accumulate proof of this. For example,

if your trip is made to attend client
meetings, log that meeting in your
planner and copy the pages for your 
tax file. 

Once at the destination, your out-of-
pocket expenses for business days are
fully deductible. Out-of-pocket expenses
include lodging, hotel tips, meals (subject
to the 50 percent disallowance rule),
seminar and convention fees, and cab
fare. Expenses for personal days are
nondeductible (except in the “Saturday
Night Stayover” situation explained
later in this article).
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Example: You are a sole proprietor
and arrange a Wednesday morning
client meeting in San Francisco. You
fly out Sunday evening and spend
Monday sight-seeing. Tuesday is
spent preparing for the meeting,
and Wednesday is devoted to the
meeting, a client lunch, and return
travel. In this example, Sunday,
Tuesday, and Wednesday count 
as business days. Under current
guidelines you may deduct your 
airline tickets, plus your lodging 
for Sunday and Tuesday nights, 
50 percent of your meals for Sunday,
Tuesday, and Wednesday, your
other out-of-pocket expenses for
those days, and 50 percent of the
cost of lunch with your client.

Maximizing the Tax Benefits of a
Saturday Night Stayover
A great way to maximize deductions
for the personal portion of a trip is with
a Saturday night stayover that reduces
the overall cost of the trip. If you can
show staying the extra day or two costs
less (or no more) than coming back
home immediately after the business
meeting is over, the IRS allows you to
deduct your additional meal and lodging
expenses (subject to the 50 percent
disallowance rule for meals) for the
extra day(s).

Example: You have a business
meeting in New York on Monday
morning. You and your spouse fly
into town Saturday morning and
spend the weekend sightseeing.
Your round trip airfare is only
$400 versus $1,200 if you came 
in Sunday night and left Monday.
In this situation, Saturday is a 
personal day. As long as your meal
and lodging expenses for Saturday
are no more than $800, you can
write off your whole trip (subject
to the 50 percent disallowance
rule for meals). Expenses related
to your spouse’s travel are not, 
of course, deductible.

Deducting Foreign Travel Costs
When you travel outside the U.S. 
primarily for business reasons, you
must allocate all your travel expenses,
including transportation, between 
business and personal. You can, however,
deduct 100 percent of your transportation
expenses if the trip is primarily for 
business and you meet either of the
following rules:

n The One-week Rule. You’ll meet
this rule if your business trip is one
week or less, not counting the day
you leave but counting the day you
return. In this case, you can deduct
100 percent of your transportation
costs and 100 percent of your other
out-of-pocket expenses for business
days (subject to the 50 percent 
disallowance rule for meals). You 
cannot deduct out-of-pocket costs
incurred on vacation days. Week-
ends and holidays falling between
business days count as business
days, as will an intervening weekday
between two business meeting days
(e.g., a “pleasure” day on Tuesday
sandwiched between “business”
days Monday and Wednesday).
“Stand-by days,” when your physical
presence is required for business,
also count, even if you spend most
of your time on personal pursuits
during those days. Finally, business
days include the day of your return
trip plus days you intended to work
but couldn’t due to reasons beyond
your control.

n The 25 Percent Rule. You may
deduct 100 percent of your 
transportation expenses for trips
lasting over a week, as long as you
spend less than 25 percent of your
days on vacation. For this purpose,
count the day of departure and day
of return as business days, as long 
as you are traveling to or from the
business destination. 

Even if you don’t qualify for either of
the above two exceptions, you may

still be able to deduct 100 percent 
of your transportation costs if you’re
traveling on behalf of your employer
under a reimbursement or travel 
allowance arrangement and you’re not
a managing executive of the company
or related to your employer. Finally,
100 percent of your transportation
costs to foreign destinations are 
deductible if you can prove a personal
vacation was not a consideration in
choosing to make the trip.

If 100 percent of your transportation
expenses aren’t deductible under the
above rules, the business percentage of
your transportation costs may still be
deductible. To calculate the business
percentage, divide the days spent 
principally on business activities by 
the total number of days outside the
country, counting departure and return
days. The travel days count as business
days, just as the other types of days are
considered business days for purposes
of the one-week rule and 25 percent
rule. You can also deduct the out-of-
pocket expenses allocable to your 
business days (subject to the 50 percent
disallowance rule for meals).

Example: On Thursday, you fly 
to Paris for client meetings on 
Friday and Monday. You vacation
the following Tuesday through 
Friday and return home Saturday.
The two travel days, the two
meeting days, and the weekend
days in between count as business
days. However, the four vacation
days amount to 40 percent of your
time, so you fail the 25 percent
test. Therefore, you must allocate
your airfare between business and
personal. You can deduct 60 percent
of your airfare, plus your out-
of-pocket expenses for the six
business days.

Travel to Attend Foreign Conventions
If the reason for a trip outside North
America—defined for this purpose as
including, but not limited to, the
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United States, Mexico, Canada, and
U.S. and British territories—is to attend
a business convention directly related
to your trade or business, you may
qualify for deductions. However, you
must follow all of the foreign travel
rules discussed herein plus show it was
just as reasonable for the meeting to
be held on foreign soil as in North
America and that the time spent in
business meetings or activities was
substantial when compared to that
spent sight-seeing and on other personal
activities. Barring that, you can only
deduct the registration fees and other
costs directly related to business while
on your trip. Regardless of the location,
you cannot deduct travel costs to 
attend investment or financial planning
conventions and seminars.

Conventions on Cruise Ships
Deductions related to conventions that
are held aboard cruise ships and are 

directly applicable to your trade or
business are limited to $2,000 per 
individual per calendar year. In addition,
the ship must be a U.S.-registered vessel,
and all of its ports of call must be in
the U.S. or its possessions. Finally, 
the following information must be 
attached to your return in the year the
deduction is claimed:

1. A signed statement showing the
total days of the trip (excluding
travel to and from the ship), the
number of hours each day spent 
attending scheduled business 
activities, and the program of the
convention’s scheduled business 
activities.

2. A statement signed by an officer 
of the sponsoring organization that
includes a schedule of each day’s
business activities and the number of
hours you attended those activities.

Conclusion
The rules regarding business/personal
travel combination deductions are complex
and include numerous exceptions, all of
which are worth considering when tagging
personal travel onto already-planned
business travel. 

For more information about this or
other tax planning opportunities that
may be available to you before the 
current tax year ends, please contact
Neil Becourtney, CPA, or your J.H. Cohn
engagement partner at 877-704-3500. n
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