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Tax Deductible Vacations? 
 
   Although business is business, and 
pleasure is pleasure, the world rarely 
adheres to absolutes. So, as the sum-
mer vacation season begins to unfold, 
you may want to consider mixing 
some leisure time in with your busi-
ness travel. With a little planning, you 
can get Uncle Sam to subsidize your 
downtime. 
  
Business or Pleasure. The IRS doesn’t specify the de-
termination of whether a trip is for business or pleasure 
on domestic trips.  However, looking to the rules on in-
ternational travel for guidance, the number of days spent 
on each type of activity is the key.  An important factor in 
determining if the trip is primarily business or pleasure is 
the amount of time spent on each, although this isn't the 
sole factor.  In general, the trip is “primarily for business” 
if more than half of the days is spent on business activi-
ties.  
  
   The following days count toward your total business 
days: 
 
• Travel days; 
• Weekends and holidays, if they fall between days 

devoted to business and it would be impractical to 
return home; 

• “Standby days,” when your physical presence is re-
quired, also count as business days – even if you’re 
not called upon to work on those days; 

• Any other day principally devoted to business activi-
ties during normal business hours; and 

• Days you intended to work but couldn’t due to rea-
sons beyond your control (local transportation diffi-
culties, power failures, etc.) 

  
   If the trip doesn't involve the actual conduct of busi-
ness but is for the purpose of attending a convention, 
seminar, etc., IRS checks the nature of the meetings 
carefully to make sure they are not vacations in disguise. 
Be careful to save all material helpful in establishing the 
business nature of this travel.  Meticulous recordkeeping 
and thorough planning are necessary. 
 

Withdrawal of Stimulus Rebates 
 

   If you provided the IRS 
with your bank account 
number on your tax re-
turn, both your refund 

and any Economic Stimulus rebate you 
qualify for will be automatically deposited 
to that account.   And if you instructed that 
your refund be deposited into an account 
that is given favorable tax treatment under 
the Code, your Economic Stimulus Pay-
ments will be deposited there. 
 
   IRS recently announced that it will per-
mit the tax and penalty-free withdrawal of 
2008 stimulus rebate payments that were 
made directly into tax-favored accounts 
such as an IRA, a health savings account 
(HSA), an Archer MSA, a Coverdell edu-
cation savings account (CESA), or a 
qualified tuition program account (QTP or 
529 plan).  Withdrawal, which may be up 
to amount of rebate, must be made gener-
ally by the due date of 2008 return 
(including extension), and won't be treated 
as either contributed to or distributed from 
the account.  This relief is available for 
amounts withdrawn from these tax-
favored accounts that are less than or 
equal to a taxpayer's directly deposited 
stimulus rebate. Without this relief, taxes, 
penalties and other special rules would 
apply to amounts removed from these 
accounts. Thus, for example, a taxpayer 
whose $1,200 stimulus payment is directly 
deposited into his or her IRA can take out 
any amount up to $1,200 from the IRA, 
tax-free and penalty-free. 

Continued on Next Page 



 
 
 
 

PADGETT BUSINESS SERVICES® is dedicated to meeting the tax, government compliance, profit & financial reporting and payroll needs of businesses with fewer 
than 20 employees in the retail and service sector of the economy.  This publication suggests general business planning concepts that may be appropriate in certain 
situations. It is designed to provide complete and accurate information to the reader. However, because of the complexities of the tax law and the necessity of determin-
ing whether the material discussed herein is appropriate to your business, it is important you seek advice from your Padgett office before implementing any of the con-
cepts suggested in this newsletter. 
 
PENALTY NOTICE: As required by U.S. Treasury regulations, you are advised that any written tax advice contained herein was not written or intended to be used (and 
cannot be used) by any taxpayer for the purpose of avoiding penalties that may be imposed under the Internal Revenue Code.     
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Transportation costs. The cost of traveling within the United States is 100% deductible as long as the 
primary purpose for the trip is business rather than pleasure. In contrast, no travel deductions are al-
lowed if the main reason for a trip is personal.    
  
   It’s important to keep your receipts and to be able to prove the number of days spent on business. 
What can you claim as transportation expenses when you pass the primarily-for-business test? Deducti-
ble expenses include the following: 
 
• Traveling to and from your departure airport 
• Airfare 
• Baggage tips 
• Cabs to and from the destination airport 
• Rail travel 
• Vehicle expenses 
  
Meals and Lodging.  Once at your destination, expenses for such items as lodging, hotel tips, local cab 
fares, and 50% of meals are deductible when related to business days.  However, these same types of 
expenses aren’t deductible for non-business days.  Additionally, no deduction will be allowed for meals 
or lodging to the extent the expense is “lavish or extravagant.” Although this term isn't defined in the tax 
rules, it has been interpreted to mean “unreasonable.” 
  
   Personal entertainment costs on the trip aren't deductible (such as a sightseeing tour), regardless of 
the day on which they fall.  But business-related costs such as for dry-cleaning, phone calls, and com-
puter rentals are. 
  
Taking Your Spouse.  The rules on deducting the costs for a spouse accompanying you on a business 
trip are very restrictive.  No deduction is allowed unless your spouse is an employee of yours or your 
company and his or her travel is also for a business purpose.  This means you can't deduct the travel 
costs of a spouse, even if his or her presence has a bona fide business purpose, unless your spouse is 
a bona fide employee of your business.  
  
   If your spouse is your employee, and if his or her presence on the trip serves a bona fide business 
purpose, then you can deduct his or her travel costs.  Merely having your spouse perform some inciden-
tal business service - such as typing up notes from a meeting - isn't enough to establish a business pur-
pose.  In general, it isn't sufficient for your spouse’s presence to be “helpful” to your business pursuits—
it must be “necessary.” 
  
   If your spouse’s travel is not deductible, you can still deduct your own travel and meals; however, a 
shared cost - as with lodging - is deductible only at the single rate. 
  
   Not sure whether your travel expenses will be deductible? Take a few minutes to give our office a call. 



<<

  /ASCII85EncodePages false

  /AllowTransparency false

  /AutoPositionEPSFiles true

  /AutoRotatePages /None

  /Binding /Left

  /CalGrayProfile (Dot Gain 20%)

  /CalRGBProfile (sRGB IEC61966-2.1)

  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)

  /sRGBProfile (sRGB IEC61966-2.1)

  /CannotEmbedFontPolicy /Error

  /CompatibilityLevel 1.4

  /CompressObjects /Tags

  /CompressPages true

  /ConvertImagesToIndexed true

  /PassThroughJPEGImages true

  /CreateJobTicket false

  /DefaultRenderingIntent /Default

  /DetectBlends true

  /DetectCurves 0.0000

  /ColorConversionStrategy /CMYK

  /DoThumbnails false

  /EmbedAllFonts true

  /EmbedOpenType false

  /ParseICCProfilesInComments true

  /EmbedJobOptions true

  /DSCReportingLevel 0

  /EmitDSCWarnings false

  /EndPage -1

  /ImageMemory 1048576

  /LockDistillerParams false

  /MaxSubsetPct 100

  /Optimize true

  /OPM 1

  /ParseDSCComments true

  /ParseDSCCommentsForDocInfo true

  /PreserveCopyPage true

  /PreserveDICMYKValues true

  /PreserveEPSInfo true

  /PreserveFlatness true

  /PreserveHalftoneInfo false

  /PreserveOPIComments true

  /PreserveOverprintSettings true

  /StartPage 1

  /SubsetFonts true

  /TransferFunctionInfo /Apply

  /UCRandBGInfo /Preserve

  /UsePrologue false

  /ColorSettingsFile ()

  /AlwaysEmbed [ true

  ]

  /NeverEmbed [ true

  ]

  /AntiAliasColorImages false

  /CropColorImages true

  /ColorImageMinResolution 300

  /ColorImageMinResolutionPolicy /OK

  /DownsampleColorImages true

  /ColorImageDownsampleType /Bicubic

  /ColorImageResolution 300

  /ColorImageDepth -1

  /ColorImageMinDownsampleDepth 1

  /ColorImageDownsampleThreshold 1.50000

  /EncodeColorImages true

  /ColorImageFilter /DCTEncode

  /AutoFilterColorImages true

  /ColorImageAutoFilterStrategy /JPEG

  /ColorACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /ColorImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000ColorACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000ColorImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasGrayImages false

  /CropGrayImages true

  /GrayImageMinResolution 300

  /GrayImageMinResolutionPolicy /OK

  /DownsampleGrayImages true

  /GrayImageDownsampleType /Bicubic

  /GrayImageResolution 300

  /GrayImageDepth -1

  /GrayImageMinDownsampleDepth 2

  /GrayImageDownsampleThreshold 1.50000

  /EncodeGrayImages true

  /GrayImageFilter /DCTEncode

  /AutoFilterGrayImages true

  /GrayImageAutoFilterStrategy /JPEG

  /GrayACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /GrayImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000GrayACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000GrayImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasMonoImages false

  /CropMonoImages true

  /MonoImageMinResolution 1200

  /MonoImageMinResolutionPolicy /OK

  /DownsampleMonoImages true

  /MonoImageDownsampleType /Bicubic

  /MonoImageResolution 1200

  /MonoImageDepth -1

  /MonoImageDownsampleThreshold 1.50000

  /EncodeMonoImages true

  /MonoImageFilter /CCITTFaxEncode

  /MonoImageDict <<

    /K -1

  >>

  /AllowPSXObjects false

  /CheckCompliance [

    /None

  ]

  /PDFX1aCheck false

  /PDFX3Check false

  /PDFXCompliantPDFOnly false

  /PDFXNoTrimBoxError true

  /PDFXTrimBoxToMediaBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXSetBleedBoxToMediaBox true

  /PDFXBleedBoxToTrimBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXOutputIntentProfile ()

  /PDFXOutputConditionIdentifier ()

  /PDFXOutputCondition ()

  /PDFXRegistryName ()

  /PDFXTrapped /False



  /CreateJDFFile false

  /Description <<



    /BGR <>

    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>

    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>

    /CZE <>

    /DAN <>

    /DEU <>

    /ESP <>

    /ETI <>

    /FRA <>

    /GRE <>



    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)

    /HUN <>

    /ITA <>

    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>

    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>

    /LTH <>

    /LVI <>

    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)

    /NOR <>

    /POL <>

    /PTB <>

    /RUM <>

    /RUS <>

    /SKY <>

    /SLV <>

    /SUO <>

    /SVE <>

    /TUR <>

    /UKR <>

    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)

  >>

  /Namespace [

    (Adobe)

    (Common)

    (1.0)

  ]

  /OtherNamespaces [

    <<

      /AsReaderSpreads false

      /CropImagesToFrames true

      /ErrorControl /WarnAndContinue

      /FlattenerIgnoreSpreadOverrides false

      /IncludeGuidesGrids false

      /IncludeNonPrinting false

      /IncludeSlug false

      /Namespace [

        (Adobe)

        (InDesign)

        (4.0)

      ]

      /OmitPlacedBitmaps false

      /OmitPlacedEPS false

      /OmitPlacedPDF false

      /SimulateOverprint /Legacy

    >>

    <<

      /AddBleedMarks false

      /AddColorBars false

      /AddCropMarks false

      /AddPageInfo false

      /AddRegMarks false

      /ConvertColors /ConvertToCMYK

      /DestinationProfileName ()

      /DestinationProfileSelector /DocumentCMYK

      /Downsample16BitImages true

      /FlattenerPreset <<

        /PresetSelector /MediumResolution

      >>

      /FormElements false

      /GenerateStructure false

      /IncludeBookmarks false

      /IncludeHyperlinks false

      /IncludeInteractive false

      /IncludeLayers false

      /IncludeProfiles false

      /MultimediaHandling /UseObjectSettings

      /Namespace [

        (Adobe)

        (CreativeSuite)

        (2.0)

      ]

      /PDFXOutputIntentProfileSelector /DocumentCMYK

      /PreserveEditing true

      /UntaggedCMYKHandling /LeaveUntagged

      /UntaggedRGBHandling /UseDocumentProfile

      /UseDocumentBleed false

    >>

  ]

>> setdistillerparams

<<

  /HWResolution [2400 2400]

  /PageSize [612.000 792.000]

>> setpagedevice



	Insert Text Here: 
Robert W Anderson, E.A                                    Tell: (978) 632-2324
144 Central Street, Suite 202                             Fax:(978) 630-8691
Gardner, MA  01440                       email: bob@padgettgardner.com


