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Reg. Section 1.274-2(e)(2)(i) 
Disallowance of deductions for certain expenses for entertainment, amusement, 
recreation, or travel 
 
 

(e) Expenditures paid or incurred before January 1, 1979, with respect to entertainment 
facilities or before January 1, 1994, with respect to clubs— 

 
(1) In general. Any expenditure paid or incurred before January 1, 1979, with respect 

to a facility, or paid or incurred before January 1, 1994, with respect to a club, 
used in connection with entertainment shall not be allowed as a deduction except 
to the extent it meets the requirements of paragraph (a)(2)(ii) of this section. 

 
(2) Facilities used in connection with entertainment— 

 
(i) In general. Any item of personal or real property owned, rented, or used 

by a taxpayer shall (unless otherwise provided under the rules of 
subdivision (ii) of this subparagraph) be considered to constitute a facility 
used in connection with entertainment if it is used during the taxable year 
for, or in connection with, entertainment (as defined in paragraph (b)(1) of 
this section). Examples of facilities which might be used for, or in 
connection with, entertainment include yachts, hunting lodges, fishing 
camps, swimming pools, tennis courts, bowling alleys, automobiles, 
airplanes, apartments, hotel suites, and homes in vacation resorts. 

 
(ii) Facilities used incidentally for entertainment. A facility used only 

incidentally during a taxable year in connection with entertainment, if 
such use is insubstantial, will not be considered a "facility used in 
connection with entertainment" for purposes of this section or for purposes 
of the recordkeeping requirements of section 274(d). See § 1.274-
5(c)(6)(iii). 
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