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the taxpayer has deducted moving ex-
penses under the election provided in 
section 217(d)(2) for the taxable year, 
and subsequently files an amended re-
turn for such year on which he elimi-
nates such deduction, such expenses 
will not be deemed to have been de-
ducted for purposes of the recapture 
rule of the preceding sentence. 

(e) Disallowance of deduction with re-
spect to reimbursements not included in 
gross income. Section 217(e) provides 
that no deduction shall be allowed 
under section 217 for any item to the 
extent that the taxpayer receives reim-
bursement or other expense allowance 
for such item unless the amount of 
such reimbursement or other expense 
allowance is included in his gross in-
come. A reimbursement or other allow-
ance to an employee for expenses of 
moving, in the absence of a specific al-
location by the employer, is allocated 
first to items deductible under section 
217(a) and then, if a balance remains, to 
items not so deductible. For purposes 
of this section, moving services fur-
nished in-kind, directly or indirectly, 
by a taxpayer’s employer to the tax-
payer or members of his household are 
considered as being a reimbursement or 
other allowance received by the tax-
payer for moving expenses. If a tax-
payer pays or incurs moving expenses 
and either prior or subsequent thereto 
receives reimbursement or other ex-
pense allowance for such item, no de-
duction is allowed for such moving ex-
penses unless the amount of the reim-
bursement or other expense allowance 
is included in his gross income in the 
year in which such reimbursement or 
other expense allowance is received. In 
those cases where the reimbursement 
or other expense allowance is received 
by a taxpayer for an item of moving ex-
pense subsequent to his having claimed 
a deduction for such item, and such re-
imbursement or other expense allow-
ance is properly excluded from gross 
income in the year in which received, 
the taxpayer must file an amended re-
turn for the taxable year in which the 
moving expenses were deducted and de-
crease such deduction by the amount of 
the reimbursement or other expense al-
lowance not included in gross income. 
This does not mean, however, that a 
taxpayer has an option to include or 

not include in his gross income an 
amount received as reimbursement or 
other expense allowance in connection 
with his move as an employee. This 
question remains one which must be 
resolved under section 61(a) (relating to 
the definition of gross income). 

[T.D. 6796, 30 FR 1038, Feb. 2, 1965, as amend-
ed by T.D. 7195, 37 FR 13535, July 11, 1972] 

§ 1.217–2 Deduction for moving ex-
penses paid or incurred in taxable 
years beginning after December 31, 
1969. 

(a) Allowance of deduction—(1) In gen-
eral. Section 217(a) allows a deduction 
from gross income for moving expenses 
paid or incurred by the taxpayer during 
the taxable year in connection with his 
commencement of work as an em-
ployee or as a self-employed individual 
at a new principal place of work. For 
purposes of this section, amounts are 
considered as being paid or incurred by 
an individual whether goods or services 
are furnished to the taxpayer directly 
(by an employer, a client, a customer, 
or similar person) or indirectly (paid to 
a third party on behalf of the taxpayer 
by an employer, a client, a customer, 
or similar person). A cash basis tax-
payer will treat moving expenses as 
being paid for purposes of section 217 
and this section in the year in which 
the taxpayer is considered to have re-
ceived such payment under section 82 
and § 1.82–1. No deduction is allowable 
under section 162 for any expenses in-
curred by the taxpayer in connection 
with moving from one residence to an-
other residence unless such expenses 
are deductible under section 162 with-
out regard to such change in residence. 
To qualify for the deduction under sec-
tion 217 the expenses must meet the 
definition of the term moving expenses 
provided in section 217(b) and the tax-
payer must meet the conditions set 
forth in section 217(c). The term em-
ployee as used in this section has the 
same meaning as in § 31.3401(c)–1 of this 
chapter (Employment Tax Regula-
tions). The term self-employed indi-
vidual as used in this section is defined 
in paragraph (f)(1) of this section. 

(2) Expenses paid in a taxable year 
other than the taxable year in which re-
imbursement representing such expenses is 
received. In general, moving expenses 
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are deductible in the year paid or in-
curred. If a taxpayer who uses the cash 
receipts and disbursements method of 
accounting receives reimbursement for 
a moving expense in a taxable year 
other than the taxable year the tax-
payer pays such expense, he may elect 
to deduct such expense in the taxable 
year that he receives such reimburse-
ment, rather than the taxable year 
when he paid such expense in any case 
where: 

(i) The expense is paid in a taxable 
year prior to the taxable year in which 
the reimbursement is received, or 

(ii) The expense is paid in the taxable 
year immediately following the taxable 
year in which the reimbursement is re-
ceived, provided that such expense is 
paid on or before the due date pre-
scribed for filing the return (deter-
mined with regard to any extension of 
time for such filing) for the taxable 
year in which the reimbursement is re-
ceived. 
An election to deduct moving expenses 
in the taxable year that the reimburse-
ment is received shall be made by 
claiming the deduction on the return, 
amended return, or claim for refund for 
the taxable year in which the reim-
bursement is received. 

(3) Commencement of work. (i) To be 
deductible the moving expenses must 
be paid or incurred by the taxpayer in 
connection with his commencement of 
work at a new principal place of work 
(see paragraph (c)(3) of this section for 
a discussion of the term principal place 
of work). Except for those expenses de-
scribed in section 217(b)(1) (C) and (D) 
it is not necessary for the taxpayer to 
have made arrangements to work prior 
to his moving to a new location; how-
ever, a deduction is not allowable un-
less employment or self-employment 
actually does occur. The term com-
mencement includes (a) the beginning of 
work by a taxpayer as an employee or 
as a self-employed individual for the 
first time or after a substantial period 
of unemployment or part-time employ-
ment, (b) the beginning of work by a 
taxpayer for a different employer or in 
the case of a self-employed individual 
in a new trade or business, or (c) the 
beginning of work by a taxpayer for 
the same employer or in the case of a 
self-employed individual in the same 

trade or business at a new location. To 
qualify as being in connection with the 
commencement of work, the move 
must bear a reasonable proximity both 
in time and place to such commence-
ment at the new principal place of 
work. In general, moving expenses in-
curred within 1 year of the date of the 
commencement of work are considered 
to be reasonably proximate in time to 
such commencement. Moving expenses 
incurred after the 1-year period may be 
considered reasonably proximate in 
time if it can be shown that cir-
cumstances existed which prevented 
the taxpayer from incurring the ex-
penses of moving within the 1-year pe-
riod allowed. Whether circumstances 
existed which prevented the taxpayer 
from incurring the expenses of moving 
within the period allowed is dependent 
upon the facts and circumstances of 
each case. The length of the delay and 
the fact that the taxpayer may have 
incurred part of the expenses of the 
move within the 1-year period allowed 
shall be taken into account in deter-
mining whether expenses incurred after 
such period are allowable. In general, a 
move is not considered to be reason-
ably proximate in place to the com-
mencement of work at the new 
princpal place of work where the dis-
tance between the taxpayer’s new resi-
dence and his new principal place of 
work exceeds the distance between his 
former residence and his new principal 
place of work. A move to a new resi-
dence which does not satisfy this test 
may, however, be considered reason-
ably proximate in place to the com-
mencement of work if the taxpayer can 
demonstrate, for example, that he is 
required to live at such residence as a 
condition of employment or that living 
at such residence will result in an ac-
tual decrease in commuting time or ex-
pense. For example, assume that in 
1977 A is transferred by his employer to 
a new principal place of work and the 
distance between his former residence 
and his new principal place of work is 
35 miles greater than was the distance 
between his former residence and his 
former principal place of work. How-
ever, the distance between his new resi-
dence and his new principal place of 
work is 10 miles greater than was the 
distance between his former residence 

VerDate Mar<15>2010 10:49 May 05, 2010 Jkt 220086 PO 00000 Frm 00505 Fmt 8010 Sfmt 8010 Y:\SGML\220086.XXX 220086cp
ric

e-
se

w
el

l o
n 

D
S

K
8K

Y
B

LC
1P

R
O

D
 w

ith
 C

F
R



496 

26 CFR Ch. I (4–1–10 Edition) § 1.217–2 

and his new principal place of work. Al-
though the minimum distance require-
ment of section 217(c)(1) is met the ex-
penses of moving to the new residence 
are not considered as incurred in con-
nection with A’s commencement of 
work at his new principal place of work 
since the new residence is not proxi-
mate in place to the new place of work. 
If, however, A can demonstrate, for ex-
ample, that he is required to live at 
such new residence as a condition of 
employment or if living at such new 
residence will result in an actual de-
crease in commuting time or expense, 
the expenses of the move may be con-
sidered as incurred in connection with 
A’s commencement of work at his new 
principal place of work. 

(ii) The provisions of subdivision (i) 
of this subparagraph may be illustrated 
by the following examples: 

Example 1. Assume that A is tranferred by 
his employer from Boston, MA, to Wash-
ington, DC. A moves to a new residence in 
Washington, DC, and commences work on 
February 1, 1971. A’s wife and his two chil-
dren remain in Boston until June 1972 in 
order to allow A’s children to complete their 
grade school education in Boston. On June 1, 
1972, A sells his home in Boston and his wife 
and children move to the new residence in 
Washington, DC. The expenses incurred on 
June 1, 1972, in selling the old residence and 
in moving A’s family, their household goods, 
and personal effects to the new residence in 
Washington are allowable as a deduction al-
though they were incurred 16 months after 
the date of the commencement of work by A 
since A has moved to and established a new 
residence in Washington, DC, and thus in-
curred part of the total expenses of the move 
prior to the expiration of the 1-year period. 

Example 2. Assume that A is transferred by 
his employer from Washington, DC, to Balti-
more, MD. A commences work on January 1, 
1971, in Baltimore. A commutes from his res-
idence in Washington to his new principal 
place of work in Baltimore for a period of 18 
months. On July 1, 1972, A decides to move to 
and establish a new residence in Baltimore. 
None of the moving expenses otherwise al-
lowable under section 217 may be deducted 
since A neither incurred the expenses within 
1 year nor has shown circumstances under 
which he was prevented from moving within 
such period. 

(b) Definition of moving expenses—(1) 
In general. Section 217(b) defines the 
term moving expenses to mean only the 
reasonable expenses (i) of moving 
household goods and personal effects 

from the taxpayer’s former residence 
to his new residence, (ii) of traveling 
(including meals and lodging) from the 
taxpayer’s former residence to his new 
place of residence, (iii) of traveling (in-
cluding meals and lodging), after ob-
taining employment, from the tax-
payer’s former residence to the general 
location of his new principal place of 
work and return, for the principal pur-
pose of searching for a new residence, 
(iv) of meals and lodging while occu-
pying temporary quarters in the gen-
eral location of the new principal place 
of work during any period of 30 con-
secutive days after obtaining employ-
ment, or (v) of a nature constituting 
qualified residence sale, purchase, or 
lease expenses. Thus, the test of de-
ductibility is whether the expenses are 
reasonable and are incurred for the 
items set forth in subdivisions (i) 
through (v) of this subparagraph. 

(2) Reasonable expenses. (i) The term 
moving expenses includes only those ex-
penses which are reasonable under the 
circumstances of the particular move. 
Expenses paid or incurred in excess of a 
reasonable amount are not deductible. 
Generally, expenses paid or incurred 
for movement of household goods and 
personal effects or for travel (including 
meals and lodging) are reasonable only 
to the extent that they are paid or in-
curred for such movement or travel by 
the shortest and most direct route 
available from the former residence to 
the new residence by the conventional 
mode or modes of transportation actu-
ally used and in the shortest period of 
time commonly required to travel the 
distance involved by such mode. Thus, 
if moving or travel arrangements are 
made to provide a circuitous route for 
scenic, stopover, or other similar rea-
sons, additional expenses resulting 
therefrom are not deductible since they 
are not reasonable nor related to the 
commencement of work at the new 
principal place of work. In addition, ex-
penses paid or incurred for meals and 
lodging while traveling from the 
former residence to the new place of 
residence or to the general location of 
the new principal place of work and re-
turn or occupying temporary quarters 
in the general location of the new prin-
cipal place of work are reasonable only 
if under the facts and circumstances 
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involved such expenses are not lavish 
or extravagant. 

(ii) The application of this subpara-
graph may be illustrated by the fol-
lowing example: 

Example. A, an employee of the M Company 
works and maintains his residence in Boston, 
MA. Upon receiving orders from his em-
ployer that he is to be transferred to M’s Los 
Angeles, CA, office, A motors to Los Angeles 
with his family with stopovers at various 
cities between Boston and Los Angeles to 
visit friends and relatives. In addition, A de-
tours into Mexico for sightseeing. Because of 
the stopovers and tour into Mexico, A’s trav-
el time and distance are increased over what 
they would have been had he proceeded di-
rectly to Los Angeles. To the extent that A’s 
route of travel between Boston and Los An-
geles is in a generally southwesterly direc-
tion it may be said that he is traveling by 
the shortest and most direct route available 
by motor vehicle. Since A’s excursion into 
Mexico is away from the usual Boston-Los 
Angeles route, the portion of the expenses 
paid or incurred attributable to such excur-
sion is not deductible. Likewise, that portion 
of the expenses attributable to A’s delay en 
route in visiting personal friends and sight-
seeing are not deductible. 

(3) Expense of moving household goods 
and personal effects. Expenses of moving 
household goods and personal effects 
include expenses of transporting such 
goods and effects from the taxpayer’s 
former residence to his new residence, 
and expenses of packing, crating, and 
in-transit storage and insurance for 
such goods and effects. Such expenses 
also include any costs of connecting or 
disconnecting utilities required be-
cause of the moving of household 
goods, appliances, or personal effects. 
Expenses of storing and insuring house-
hold goods and personal effects con-
stitute in-transit expenses if incurred 
within any consecutive 30-day period 
after the day such goods and effects are 
moved from the taxpayer’s former resi-
dence and prior to delivery at the tax-
payer’s new residence. Expenses paid or 
incurred in moving household goods 
and personal effects to the taxpayer’s 
new residence from a place other than 
his former residence are allowable, but 
only to the extent that such expenses 
do not exceed the amount which would 
be allowable had such goods and effects 
been moved from the taxpayer’s former 
residence. Expenses of moving house-
hold goods and personal effects do not 

include, for example, storage charges 
(other than in-transit), costs incurred 
in the acquisition of property, costs in-
curred and losses sustained in the dis-
position of property, penalties for 
breaking leases, mortgage penalties, 
expenses of refitting rugs or draperies, 
losses sustained on the disposal of 
memberships in clubs, tuition fees, and 
similar items. The above expenses 
may, however, be described in other 
provisions of section 217(b) and if so a 
deduction may be allowed for them 
subject to the allowable dollar limita-
tions. 

(4) Expenses of traveling from the 
former residence to the new place of resi-
dence. Expenses of traveling from the 
former residence to the new place of 
residence include the cost of transpor-
tation and of meals and lodging en 
route (including the date of arrival) 
from the taxpayer’s former residence 
to his new place of residence. Expenses 
of meals and lodging incurred in the 
general location of the former resi-
dence within 1 day after the former res-
idence is no longer suitable for occu-
pancy because of the removal of house-
hold goods and personal effects shall be 
considered as expenses of traveling for 
purposes of this subparagraph. The 
date of arrival is the day the taxpayer 
secures lodging at the new place of res-
idence, even if on a temporary basis. 
Expenses of traveling from the tax-
payer’s former residence to his new 
place of residence do not include, for 
example, living or other expenses fol-
lowing the date of arrival at the new 
place of residence and while waiting to 
enter the new residence or waiting for 
household goods to arrive, expenses in 
connection with house or apartment 
hunting, living expenses preceding date 
of departure for the new place of resi-
dence (other than expenses of meals 
and lodging incurred within 1 day after 
the former residence is no longer suit-
able for occupancy), expenses of trips 
for purposes of selling property, ex-
penses of trips to the former residence 
by the taxpayer pending the move by 
his family to the new place of resi-
dence, or any allowance for deprecia-
tion. The above expenses may, how-
ever, be described in other provisions of 
section 217(b) and if so a deduction may 
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be allowed for them subject to the al-
lowable dollar limitations. The deduc-
tion for traveling expenses from the 
former residence to the new place of 
residence is allowable for only one trip 
made by the taxpayer and members of 
his household; however, it is not nec-
essary that the taxpayer and all mem-
bers of his household travel together or 
at the same time. 

(5) Expenses of traveling for the prin-
cipal purpose of looking for a new resi-
dence. Expenses of traveling, after ob-
taining employment, from the former 
residence to the general location of the 
new principal place of work and return, 
for the principal purpose of searching 
for a new residence include the cost of 
transportation and meals and lodging 
during such travel and while at the 
general location of the new place of 
work for the principal purpose of 
searching for a new residence. How-
ever, such expenses do not include, for 
example, expenses of meals and lodging 
of the taxpayer and members of his 
household before departing for the new 
principal place of work, expenses for 
trips for purposes of selling property, 
expenses of trips to the former resi-
dence by the taxpayer pending the 
move by his family to the place of resi-
dence, or any allowance for deprecia-
tion. The above expenses may, how-
ever, be described in other provisions of 
section 217(b) and if so a deduction may 
be allowed for them. The deduction for 
expenses of traveling for the principal 
purpose of looking for a new residence 
is not limited to any number of trips 
by the taxpayer and by members of his 
household. In addition, the taxpayer 
and all members of his household need 
not travel together or at the same 
time. Moreover, a trip need not result 
in acquisition of a lease of property or 
purchase of property. An employee is 
considered to have obtained employ-
ment in the general location of the new 
principal place of work after he has ob-
tained a contract or agreement of em-
ployment. A self-employed individual 
is considered to have obtained employ-
ment when he has made substantial ar-
rangements to commence work at the 
new principal place of work (see para-
graph (f)(2) of this section for a discus-
sion of the term made substantial ar-
rangements to commence to work). 

(6) Expenses of occupying temporary 
quarters. Expenses of occupying tem-
porary quarters include only the cost 
of meals and lodging while occupying 
temporary quarters in the general loca-
tion of the new principal place of work 
during any period of 30 consecutive 
days after the taxpayer has obtained 
employment in such general location. 
Thus, expenses of occupying temporary 
quarters do not include, for example, 
the cost of entertainment, laundry, 
transportation, or other personal, liv-
ing family expenses, or expenses of oc-
cupying temporary quarters in the gen-
eral location of the former place of 
work. The 30 consecutive day period is 
any one period of 30 consecutive days 
which can begin, at the option of the 
taxpayer, on any day after the day the 
taxpayer obtains employment in the 
general location of the new principal 
place of work. 

(7) Qualified residence sale, purchase, 
or lease expenses. Qualified residence 
sale, purchase, or lease expenses (here-
inafter ‘‘qualified real estate ex-
penses’’) are only reasonable amounts 
paid or incurred for any of the fol-
lowing purposes: 

(i) Expenses incident to the sale or 
exchange by the taxpayer or his spouse 
of the taxpayer’s former residence 
which, but for section 217 (b) and (e), 
would be taken into account in deter-
mining the amount realized on the sale 
or exchange of the residence. These ex-
penses include real estate commis-
sions, attorneys’ fees, title fees, escrow 
fees, so called ‘‘points’’ or loan place-
ment charges which the seller is re-
quired to pay, State transfer taxes and 
similar expenses paid or incurred in 
connection with the sale or exchange. 
No deduction, however, is permitted 
under section 217 and this section for 
the cost of physical improvements in-
tended to enhance salability by im-
proving the condition or appearance of 
the residence. 

(ii) Expenses incident to the purchase 
by the taxpayer or his spouse of a new 
residence in the general location of the 
new principal place of work which, but 
for section 217 (b) and (e), would be 
taken into account in determining ei-
ther the adjusted basis of the new resi-
dence or the cost of a loan. These ex-
penses include attorney’s fees, escrow 
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fees, appraisal fees, title costs, so- 
called ‘‘points’’ or loan placement 
charges not representing payments or 
prepayments of interest, and similar 
expenses paid or incurred in connection 
with the purchase of the new residence. 
No deduction, however, is permitted 
under section 217 and this section for 
any portion of real estate taxes or in-
surance, so-called ‘‘points’’ or loan 
placement charges which are, in es-
sence, prepayments of interest, or the 
purchase price of the residence. 

(iii) Expenses incident to the settle-
ment of an unexpired lease held by the 
taxpayer or his spouse on property 
used by the taxpayer as his former resi-
dence. These expenses include consider-
ation paid to a lessor to obtain a re-
lease from a lease, attorneys’ fees, real 
estate commissions, or similar ex-
penses incident to obtaining a release 
from a lease or to obtaining an as-
signee or a sublessee such as the dif-
ference between rent paid under a pri-
mary lease and rent received under a 
sublease. No deduction, however, is 
permitted under section 217 and this 
section for the cost of physical im-
provement intended to enhance mar-
ketability of the leasehold by improv-
ing the condition or appearance of the 
residence. 

(iv) Expenses incident to the acquisi-
tion of a lease by the taxpayer or his 
spouse. These expenses include the cost 
of fees or commissions for obtaining a 
lease, a sublease, or an assignment of 
an interest in property used by the tax-
payer as his new residence in the gen-
eral location of the new principal place 
of work. No deduction, however, is per-
mitted under section 217 and this sec-
tion for payments or prepayments of 
rent or payments representing the cost 
of a security or other similar deposit. 
Qualified real estate expenses do not 
include losses sustained on the disposi-
tion of property or mortgage penalties, 
to the extent that such penalties are 
otherwise deductible as interest. 

(8) Residence. The term former resi-
dence refers to the taxpayer’s principal 
residence before his departure for his 
new principal place of work. The term 
new residence refers to the taxpayer’s 
principal residence within the general 
location of his new principal place of 
work. Thus, neither term includes 

other residences owned or maintained 
by the taxpayer or members of his fam-
ily or seasonal residences such as a 
summer beach cottage. Whether or not 
property is used by the taxpayer as his 
principal residence depends upon all 
the facts and circumstances in each 
case. Property used by the taxpayer as 
his principal residence may include a 
houseboat, a housetrailer, or similar 
dwelling. The term new place of resi-
dence generally includes the area with-
in which the taxpayer might reason-
ably be expected to commute to his 
new principal place of work. 

(9) Dollar limitations. (i) Expenses de-
scribed in subparagraphs (A) and (B) of 
section 217(b)(1) are not subject to an 
overall dollar limitation. Thus, assum-
ing all other requirements of section 
217 are satisfied, a taxpayer who, in 
connection with his commencement of 
work at a new principal place of work, 
pays or incurs reasonable expenses of 
moving household goods and personal 
effects from his former residence to his 
new place of residence and reasonable 
expenses of traveling, including meals 
and lodging, from his former residence 
to his new place of residence is per-
mitted to deduct the entire amount of 
these expenses. 

(ii) Expenses described in subpara-
graphs (C), (D), and (E) of section 
217(b)(1) are subject to an overall dollar 
limitation for each commencement of 
work of 3,000 ($2,500 in the case of a 
commencement of work in a taxable 
year beginning before January 1, 1977), 
of which the expenses described in sub-
paragraphs (C) and (D) of section 
217(b)(1) cannot exceed $1,500 ($1,000 in 
the case of a commencement of work in 
a taxable year beginning before Janu-
ary 1, 1977). The dollar limitation ap-
plies to the amount of expenses paid or 
incurred in connection with each com-
mencement of work and not to the 
amount of expenses paid or incurred in 
each taxable year. Thus, for example, a 
taxpayer who paid or incurred $2,000 of 
expenses described in subparagraphs 
(C), (D), and (E) of section 217(b)(1) in 
taxable year 1977 in connection with 
his commencement of work at a prin-
cipal place of work and paid or in-
curred an additional $2,000 of such ex-
penses in taxable year 1978 in connec-
tion with the same commencement of 
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work is permitted to deduct the $2,000 
of such expenses paid or incurred in 
taxable year 1977 and only $1,000 of 
such expenses paid or incurred in tax-
able year 1978. 

(iii) A taxpayer who pays or incurs 
expenses described in subparagraphs 
(C), (D), and (E) of section 217(b)(1) in 
connection with the same commence-
ment of work may choose to deduct 
any combination of such expenses 
within the dollar amounts specified in 
subdivision (ii) of this subparagraph. 
For example, a taxpayer who pays or 
incurs such expenses in connection 
with the same commencement of work 
may either choose to deduct: (a) Ex-
penses described in subparagraphs (C) 
and (D) of section 217(b)(1) to the ex-
tent of $1,500 ($1,000 in the case of a 
commencement of work in a taxable 
year beginning before January 1, 1977) 
before deducting any of the expenses 
described in subparagraph (E) of such 
section, or (b) expenses described in 
subparagraph (E) of section 217(b)(1) to 
the extent of $3,000 ($2,500 in the case of 
a commencement of work in a taxable 
year beginning before January 1, 1977) 
before deducting any of the expenses 
described in subparagraphs (C) and (D) 
of such section. 

(iv) For the purpose of computing the 
dollar limitation contained in subpara-
graph (A) of section 217(b)(3) a com-
mencement of work by a taxpayer at a 
new principal place of work and a com-
mencement of work by his spouse at a 
new principal place of work which are 
in the same general location constitute 
a single commencement of work. Two 
principal places of work are treated as 
being in the same general location 
where the taxpayer and his spouse re-
side together and commute to their 
principal places of work. Two principal 
places of work are not treated as being 
in the same general location where, as 
of the close of the taxable year, the 
taxpayer and his spouse have not 
shared the same new residence nor 
made specific plans to share the same 
new residence within a determinable 
time. Under such circumstances, the 
separate commencements of work by a 
taxpayer and his spouse will be consid-
ered separately in assigning the dollar 
limitations and expenses to the appro-
priate return in the manner described 

in subdivisions (v) and (vi) of this sub-
paragraph. 

(v) Moving expenses (described in 
subparagraphs (C), (D), and (E) of sec-
tion 217(b)(1)), paid or incurred with re-
spect to the commencement of work by 
both a husband and wife which is con-
sidered a single commencement of 
work under subdivision (iv) of this sub-
paragraph are subject to an overall dol-
lar limitation of $3,000 ($2,500 in the 
case of a commencement of work in a 
taxable year beginning before January 
1, 1977), per move of which the expenses 
described in subparagraphs (C) and (D) 
of section 217(b)(1) cannot exceed $1,500 
($1,000 in the case of a commencement 
of work in a taxable year beginning be-
fore January 1, 1977). If separate re-
turns are filed with respect to the com-
mencement of work by both a husband 
and wife which is considered a single 
commencement of work under subdivi-
sion (iv) of this subparagraph, moving 
expenses (described in subparagraphs 
(C), (D), and (E) of section 217(b)(1)) are 
subject to an overall dollar limitation 
of $1,500 ($1,250 in the case of a com-
mencement of work in a taxable year 
beginning before January 1, 1977), per 
move of which the expenses described 
in subparagraphs (C) and (D) of section 
217(b)(1) cannot exceed $750 ($500 in the 
case of a commencement of work in a 
taxable year beginning before January 
1, 1977) with respect to each return. 
Where moving expenses are paid or in-
curred in more than 1 taxable year 
with respect to a single commence-
ment of work by a husband and wife 
they shall, for purposes of applying the 
dollar limitations to such move, be 
subject to a $3,000 and $1,500 limitation 
($2,500 and $1,000, respectively, in the 
case of a commencement of work in a 
taxable year beginning before January 
1, 1977) for all such years that they file 
a joint return and shall be subject to a 
separate $1,500 and $750 limitation 
($1,250 and $500, respectively, in the 
case of a commencement of work in a 
taxable year beginning before January 
1, 1977) for all such years that they file 
separate returns. If a joint return is 
filed for the first taxable year moving 
expenses are paid or incurred with re-
spect to a move but separate returns 
are filed in a subsequent year, the un-
used portion of the amount which may 
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be deducted shall be allocated equally 
between the husband and wife in the 
later year. If separate returns are filed 
for the first taxable year such moving 
expenses are paid or incurred but a 
joint return is filed in a subsequent 
year, the deductions claimed on their 
separate returns shall be aggregated 
for purposes of determining the unused 
portion of the amount which may be 
deducted in the later year. 

(vi) The application of subdivisions 
(iv) and (v) of this subparagraph may 
be illustrated by the following exam-
ples: 

Example 1. A, who was transferred by his 
employer, effective January 15, 1977, moved 
from Boston, MA, to Washington, DC. A’s 
wife was transferred by her employer, effec-
tive January 15, 1977, from Boston, MA, to 
Baltimore, MD. A and his wife reside to-
gether at the same new residence. A and his 
wife are cash basis taxpayers and file a joint 
return for taxable year 1977. Because A and 
his wife reside together at the new residence, 
the commencement of work by both is con-
sidered a single commencement of work 
under subdivision (iv) of this subparagraph. 
They are permitted to deduct with respect to 
their commencement of work in Washington 
and Baltimore up to $3,000 of the expenses 
described in subparagraphs (C), (D), and (E) 
of section 217(b)(1) of which the expenses de-
scribed in subparagraphs (C) and (D) of such 
section cannot exceed $1,500. 

Example 2. Assume the same facts as in Ex-
ample 1 except that for taxable year 1977, A 
and his wife file separate returns. Because A 
and his wife reside together, the commence-
ment of work by both is considered a single 
commencement of work under subdivision 
(iv) of this subparagraph. A is permitted to 
deduct with respect to his commencement of 
work in Washington up to $1,500 of the ex-
penses described in subparagraphs (C), (D), 
and (E) of section 217(b)(1) of which the ex-
penses described in subparagraphs (C) and 
(D) cannot exceed $750. A is not permitted to 
deduct any of the expenses described in sub-
paragraphs (C), (D), and (E) of section 
217(b)(1) paid by his wife in connection with 
her commencement of work at a new prin-
cipal place of work. A’s wife is permitted to 
deduct with respect to her commencement of 
work in Baltimore up to $1,500 of the ex-
penses described in subparagraphs (C), (D), 
and (E) of section 217(b)(1) that are paid by 
her of which the expenses described in sub-
paragraphs (C) and (D) cannot exceed $750. 
A’s wife is not permitted to deduct any of 
the expenses described in subparagraphs (C), 
(D), and (E) of section 217(b)(1) paid by A in 
connection with his commencement of work 
in Washington, DC. 

Example 3. Assume the same facts as in Ex-
ample 1 except that A and his wife take up 
separate residences in Washington and Balti-
more, do not reside together during the en-
tire taxable year, and have no specific plans 
to reside together. The commencement of 
work by A in Washington, DC, and by his 
wife in Baltimore are considered separate 
commencements of work since their prin-
cipal places of work are not treated as being 
in the same general location. If A and his 
wife file a joint return for taxable year 1977, 
the moving expenses described in subpara-
graphs (C), (D), and (E) of section 217(b)(1) 
paid in connection with the commencement 
of work by A in Washington, DC, and his wife 
in Baltimore, MD, are subject to an overall 
limitation of $6,000 of which the expenses de-
scribed in subparagrahs (C) and (D) cannot 
exceed $3,000. If A and his wife file separate 
returns for taxable year 1977, A may deduct 
up to $3,000 of the expenses described in sub-
paragraphs (C), (D), and (E) of which the ex-
penses described in subparagraphs (C) and 
(D) cannot exceed $1,500. A’s wife may deduct 
up to $3,000 of the expenses described in sub-
paragraphs (C), (D), and (E) of which the ex-
penses described in subparagraphs (C) and 
(D) cannot exceed $1,500. 

(10) Individuals other than taxpayer. (i) 
In addition to the expenses set forth in 
subparagraphs (A) through (D) of sec-
tion 217(b)(1) attributable to the tax-
payer alone, the same type of expenses 
attributable to certain individuals 
other than the taxpayer, if paid or in-
curred by the taxpayer, are deductible. 
These other individuals must be mem-
bers of the taxpayer’s household, and 
have both the taxpayer’s former resi-
dence and his new residence as their 
principal place of abode. A member of 
the taxpayer’s household includes any 
individual residing at the taxpayer’s 
residence who is neither a tenant nor 
an employee of the taxpayer. Thus, for 
example, a member of the taxpayer’s 
household may not be an individual 
such as a servant, governess, chauffeur, 
nurse, valet, or personal attendant. 
However, for purposes of this para-
graph, a tenant or employee will be 
considered a member of the taxpayer’s 
household where the tenant or em-
ployee is a dependent of the taxpayer 
as defined in section 152. 

(ii) In addition to the expenses set 
forth in section 217(b)(2) paid or in-
curred by the taxpayer attributable to 
property sold, purchased, or leased by 
the taxpayer alone, the same type of 
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expenses paid or incurred by the tax-
payer attributable to property sold, 
purchased, or leased by the taxpayer’s 
spouse or by the taxpayer and his 
spouse are deductible providing such 
property is used by the taxpayer as his 
principal place of residence. 

(c) Conditions for allowance—(1) In 
general. Section 217(c) provides two 
conditions which must be satisfied in 
order for a deduction of moving ex-
penses to be allowed under section 
217(a). The first is a minimum distance 
condition prescribed by section 
217(c)(1), and the second is a minimum 
period of employment condition pre-
scribed by section 217(c)(2). 

(2) Minimum distance. For purposes of 
applying the minimum distance condi-
tion of section 217(c)(1) all taxpayers 
are divided into one or the other of the 
following categories: Taxpayers having 
a former principal place of work, and 
taxpayers not having a former prin-
cipal place of work. Included in this 
latter category are individuals who are 
seeking fulltime employment for the 
first time either as an employee or on 
a self- employed basis (for example, re-
cent high school or college graduates), 
or individuals who are reentering the 
labor force after a substantial period of 
unemployment or part-time employ-
ment. 

(i) In the case of a taxpayer having a 
former principal place of work, section 
217(c)(1)(A) provides that no deduction 
is allowable unless the distance be-
tween the former residence and the 
new principal place of work exceeds by 
at least 35 miles (50 miles in the case of 
expenses paid or incurred in taxable 
years beginning before January 1, 1977) 
the distance between the former resi-
dence and the former principal place of 
work. 

(ii) In the case of a taxpayer not hav-
ing a former principal place of work, 
section 217(c)(1)(B) provides that no de-
duction is allowable unless the dis-
tance between the former residence and 
the new principal place of work is at 
least 35 miles (50 miles in the case of 
expenses paid or incurred in taxable 
years beginning before January 1, 1977). 

(iii) For purposes of measuring dis-
tances under section 217(c)(1) the dis-
tance between two geographic points is 
measured by the shortest of the more 

commonly traveled routes between 
such points. The shortest of the more 
commonly traveled routes refers to the 
line of travel and the mode or modes of 
transportation commonly used to go 
between two geographic points com-
prising the shortest distance between 
such points irrespective of the route 
used by the taxpayer. 

(3) Principal place of work. (i) A tax-
payer’s principal place of work usually 
is the place where he spends most of 
his working time. The principal place 
of work of a taxpayer who performs 
services as an employee is his employ-
er’s plant, office, shop, store, or other 
property. The principal place of work 
of a taxpayer who is self-employed is 
the plant, office, shop, store, or other 
property which serves as the center of 
his business activities. However, a tax-
payer may have a principal place of 
work even if there is no one place 
where he spends a substantial portion 
of his working time. In such case, the 
taxpayer’s principal place of work is 
the place where his business activities 
are centered—for example, because he 
reports there for work, or is required 
either by his employer or the nature of 
his employment to ‘‘base’’ his employ-
ment there. Thus, while a member of a 
railroad crew may spend most of his 
working time aboard a train, his prin-
cipal place of work is his home ter-
minal, station, or other such central 
point where he reports in, checks out, 
or receives instructions. The principal 
place of work of a taxpayer who is em-
ployed by a number of employers on a 
relatively short-term basis, and secures 
employment by means of a union hall 
system (such as a construction or 
building trades worker) would be the 
union hall. 

(ii) Where a taxpayer has more than 
one employment (i.e., the taxpayer is 
employed by more than one employer, 
or is self-employed in more than one 
trade or business, or is an employee 
and is self-employed at any particular 
time) his principal place of work is de-
termined with reference to his prin-
cipal employment. The location of a 
taxpayer’s principal place of work is a 
question of fact determined on the 
basis of the particular circumstances 
in each case. The more important fac-
tors to be considered in making this 
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determination are (a) the total time or-
dinarily spent by the taxpayer at each 
place, (b) the degree of the taxpayer’s 
business activity at each place, and (c) 
the relative significance of the finan-
cial return to the taxpayer from each 
place. 

(iii) Where a taxpayer maintains in-
consistent positions by claiming a de-
duction for expenses of meals and lodg-
ing while away from home (incurred in 
the general location of the new prin-
cipal place of work) under section 162 
(relating to trade or business expenses) 
and by claiming a deduction under this 
section for moving expenses incurred in 
connection with the commencement of 
work at such place of work, it will be 
a question of facts and circumstances 
as to whether such new place of work 
will be considered a principal place of 
work, and accordingly, which category 
of deductions he will be allowed. 

(4) Minimum period of employment. (i) 
Under section 217(c)(2) no deduction is 
allowed unless: 

(a) Where a taxpayer is an employee, 
during the 12-month period imme-
diately following his arrival in the gen-
eral location of the new principal place 
of work, he is a full-time employee, in 
such general location, during at least 
39 weeks, or 

(b) Where a taxpayer is a self-em-
ployed individual (including a taxpayer 
who is also an employee, but is unable 
to satisfy the requirements of the 39- 
week test of (a) of this subdivision (i)), 
during the 24-month period imme-
diately following his arrival in the gen-
eral location of the new principal place 
of work, he is a full-time employee or 
performs services as a self-employed 
individual on a full-time basis, in such 
general location, during at least 78 
weeks, of which not less than 39 weeks 
are during the 12-month period referred 
to above. 
Where a taxpayer works as an em-
ployee and at the same time performs 
services as a self-employed individual 
his principal employment (determined 
according to subdivision (i) of subpara-
graph (3) of this paragraph) governs 
whether the 39-week or 78-week test is 
applicable. 

(ii) The 12-month period and the 39- 
week period set forth in subparagraph 
(A) of section 217(c)(2) and the 12- and 

24-month periods as well as 39- and 78- 
week periods set forth in subparagraph 
(B) of such section are measured from 
the date of the taxpayer’s arrival in 
the general location of the new prin-
cipal place of work. Generally, date of 
arrival is the date of the termination 
of the last trip preceding the tax-
payer’s commencement of work on a 
regular basis and is not the date the 
taxpayer’s family or household goods 
and effects arrive. 

(iii) The taxpayer need not remain in 
the employ of the same employer or re-
main self-employed in the same trade 
or business for the required number of 
weeks. However, he must be employed 
in the same general location of the new 
principal place of work during such pe-
riod. The general location of the new 
principal place of work refers to a gen-
eral commutation area and is usually 
the same area as the ‘‘new place of res-
idence’’; see paragraph (b)(8) of this 
section. 

(iv) Only those weeks during which 
the taxpayer is a full-time employee or 
during which he performs services as a 
self-employed individual on a full-time 
basis qualify as a week of work for pur-
poses of the minimum period of em-
ployment condition of section 217(c)(2). 

(a) Whether an employee is a full- 
time employee during any particular 
week depends upon the customary 
practices of the occupation in the geo-
graphic area in which the taxpayer 
works. Where employment is on a sea-
sonal basis, weeks occurring in the off- 
season when no work is required or 
available may be counted as weeks of 
full-time employment only if the em-
ployee’s contract or agreement of em-
ployment covers the off-season period 
and such period is less than 6 months. 
Thus, for example, a schoolteacher 
whose employment contract covers a 
12-month period and who teaches on a 
full-time basis for more than 6 months 
is considered a full-time employee dur-
ing the entire 12-month period. A tax-
payer will be treated as a full-time em-
ployee during any week of involuntary 
temporary absence from work because 
of illness, strikes, shutouts, layoffs, 
natural disasters, etc. A taxpayer will, 
also, be treated as a full-time employee 
during any week in which he volun-
tarily absents himself from work for 
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leave or vacation provided for in his 
contract or agreement of employment. 

(b) Whether a taxpayer performs 
services as a self-employed individual 
on a full-time basis during any par-
ticular week depends on the practices 
of the trade or business in the geo-
graphic area in which the taxpayer 
works. For example, a self-employed 
dentist maintaining office hours 4 days 
a week is considered to perform serv-
ices as a self-employed individual on a 
full-time basis providing it is not un-
usual for other self-employed dentists 
in the geographic area in which the 
taxpayer works to maintain office 
hours only 4 days a week. Where a 
trade or business is seasonal, weeks oc-
curring during the off-season when no 
work is required or available may be 
counted as weeks of performance of 
services on a full-time basis only if the 
off-season is less than 6 months and the 
taxpayer performs services on a full- 
time basis both before and after the 
off-season. For example, a taxpayer 
who owns and operates a motel at a 
beach resort is considered to perform 
services as a self-employed individual 
on a full-time basis if the motel is 
closed for a period not exceeding 6 
months during the off-season and if he 
performs services on a full-time basis 
as the operator of a motel both before 
and after the off-season. A taxpayer 
will be treated as performing services 
as a self-employed individual on a full- 
time basis during any week of involun-
tary temporary absence from work be-
cause of illness, strikes, natural disas-
ters, etc. 

(v) Where taxpayers file a joint re-
turn, either spouse may satisfy the 
minimum period of employment condi-
tion. However, weeks worked by one 
spouse may not be added to weeks 
worked by the other spouse in order to 
satisfy such condition. The taxpayer 
seeking to satisfy the minimum period 
of employment condition must satisfy 
the condition applicable to him. Thus, 
if a taxpayer is subject to the 39-week 
condition and his spouse is subject to 
the 78-week condition and the taxpayer 
satisfies the 39-week condition, his 
spouse need not satisfy the 78-week 
condition. On the other hand, if the 
taxpayer does not satisfy the 39-week 

condition, his spouse in such case must 
satisfy the 78-week condition. 

(vi) The application of this subpara-
graph may be illustrated by the fol-
lowing examples: 

Example 1. A is an electrician residing in 
New York City. He moves himself, his fam-
ily, and his household goods and personal ef-
fects, at his own expense, to Denver where he 
commences employment with the M Aircraft 
Corporation. After working full-time for 30 
weeks he voluntarily leaves his job, and he 
subsequently moves to and commences em-
ployment in Los Angeles, CA, which employ-
ment lasts for more than 39 weeks. Since A 
was not employed in the general location of 
his new principal place of employment in 
Denver for at least 39 weeks, no deduction is 
allowable for moving expenses paid or in-
curred between New York City and Denver. A 
will be allowed to deduct only those moving 
expenses attributable to his move from Den-
ver to Los Angeles, assuming all other condi-
tions of section 217 are met. 

Example 2. Assume the same facts as in Ex-
ample 1, except that A’s wife commences em-
ployment in Denver at the same time as A, 
and that she continues to work in Denver for 
at least 9 weeks after A’s departure for Los 
Angeles. Since she has met the 39-week re-
quirement in Denver, and assuming all other 
requirements of section 217 are met, the 
moving expenses paid by A attributable to 
the move from New York City to Denver will 
be allowed as a deduction, provided A and his 
wife file a joint return. If A and his wife file 
separate returns moving expenses paid by 
A’s wife attributable to the move from New 
York City to Denver will be allowed as a de-
duction on A’s wife’s return. 

Example 3. Assume the same facts as in Ex-
ample 1, except that A’s wife commences em-
ployment in Denver on the same day that A 
departs for Los Angeles, and continues to 
work in Denver for 9 weeks thereafter. Since 
neither A (who has worked 30 weeks) nor his 
wife (who has worked 9 weeks) has independ-
ently satisfied the 39-week requirement, no 
deduction for moving expenses attributable 
to the move from New York City to Denver 
is allowable. 

(d) Rules for application of section 
217(c)(2)—(1) Inapplicability of minimum 
period of employment condition in certain 
cases. Section 217(d)(1) provides that 
the minimum period of employment 
condition of section 217(c)(2) does not 
apply in the case of a taxpayer who is 
unable to meet such condition by rea-
son of: 

(i) Death or disability, or 
(ii) Involuntary separation (other 

than for willfull misconduct) from the 
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service of an employer or separation by 
reason of transfer for the benefit of an 
employer after obtaining full-time em-
ployment in which the taxpayer could 
reasonably have been expected to sat-
isfy such condition. 
For purposes of subdivision (i) of this 
paragraph disability shall be deter-
mined according to the rules in section 
72(m)(7) and § 1.72–17(f). Subdivision (ii) 
of this subparagraph applies only 
where the taxpayer has obtained full- 
time employment in which he could 
reasonably have been expected to sat-
isfy the minimum period of employ-
ment condition. A taxpayer could rea-
sonably have been expected to satisfy 
the minimum period of employment 
condition if at the time he commences 
work at the new principal place of 
work he could have been expected, 
based upon the facts known to him at 
such time, to satisfy such condition. 
Thus, for example, if the taxpayer at 
the time of transfer was not advised by 
his employer that he planned to trans-
fer him within 6 months to another 
principal place of work, the taxpayer 
could, in the absence of other factors, 
reasonably have been expected to sat-
isfy the minimum employment period 
condition at the time of the first trans-
fer. On the other hand, a taxpayer 
could not reasonably have been ex-
pected to satisfy the minimum employ-
ment condition if at the time of the 
commencement of the move he knew 
that his employer’s retirement age pol-
icy would prevent his satisfying the 
minimum employment period condi-
tion. 

(2) Election of deduction before min-
imum period of employment condition is 
satisfied. (i) Paragraph (2) of section 
217(d) provides a rule which applies 
where a taxpayer paid or incurred, in a 
taxable year, moving expenses which 
would be deductible in that taxable 
year except that the minimum period 
of employment condition of section 
217(c)(2) has not been satisfied before 
the time prescribed by law for filing 
the return for such taxable year. The 
rule provides that where a taxpayer 
has paid or incurred moving expenses 
and as of the date prescribed by section 
6072 for filing his return for such tax-
able year (determined with regard to 
extensions of time for filing) there re-

mains unexpired a sufficient portion of 
the 12-month or the 24-month period so 
that it is still possible for the taxpayer 
to satisfy the applicable period of em-
ployment condition, the taxpayer may 
elect to claim a deduction for such 
moving expenses on the return for such 
taxable year. The election is exercised 
by taking the deduction on the return. 

(ii) Where a taxpayer does not elect 
to claim a deduction for moving ex-
penses on the return for the taxable 
year in which such expenses were paid 
or incurred in accordance with subdivi-
sion (i) of this subparagraph and the 
applicable minimum period of employ-
ment condition of section 217(c)(2) (as 
well as all other requirements of sec-
tion 217) is subsequently satisfied, the 
taxpayer may file an amended return 
or a claim for refund for the taxable 
year such moving expenses were paid 
or incurred on which he may claim a 
deduction under section 217. 

(iii) The application of this subpara-
graph may be illustrated by the fol-
lowing examples: 

Example 1. A is transferred by his employer 
from Boston, MA, to Cleveland, OH. He be-
gins working there on November 1, 1970. 
Moving expenses are paid by A in 1970 in con-
nection with this move. On April 15, 1971, 
when he files his income tax return for the 
year 1970, A has been a full-time employee in 
Cleveland for approximately 24 weeks. Al-
though he has not satisfied the 39-week em-
ployment condition at this time, A may 
elect to claim his 1970 moving expenses on 
his 1970 income tax return as there is still 
sufficient time remaining before November 1, 
1971, to satisfy such condition. 

Example 2. Assume the same facts as in Ex-
ample 1, except that on April 15, 1971, A has 
voluntarily left his employer and is looking 
for other employment in Cleveland. A may 
not be sure he will be able to meet the 39- 
week employment condition by November 1, 
1971. Thus, he may if he wishes wait until 
such condition is met and file an amended 
return claiming as a deduction the expenses 
paid in 1970. Instead of filing an amended re-
turn A may file a claim for refund based on 
a deduction for such expenses. If A fails to 
meet the 39-week employment condition on 
or before November 1, 1971, no deduction is 
allowable for such expenses. 

Example 3. B is a self-employed accountant. 
He moves from Rochester, NY, to New York, 
NY, and begins to work there on December 1, 
1970. Moving expenses are paid by B in 1970 
and 1971 in connection with this move. On 
April 15, 1971, when he files his income tax 
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return for the year 1970, B has been per-
forming services as a self-employed indi-
vidual on a full-time basis in New York City 
for approximately 20 weeks. Although he has 
not satisfied the 78-week employment condi-
tion at this time, A may elect to claim his 
1970 moving expenses on his 1970 income tax 
return as there is still sufficient time re-
maining before December 1, 1972, to satisfy 
such condition. On April 15, 1972, when he 
files his income tax return for the year 1971, 
B has been performing services as a self-em-
ployed individual on a full-time basis in New 
York City for approximately 72 weeks. Al-
though he has not met the 78-week employ-
ment condition at this time, B may elect to 
claim his 1971 moving expenses on his 1971 in-
come tax return as there is still sufficient 
time remaining before December 1, 1972, to 
satisfy such requirement. 

(3) Recapture of deduction. Paragraph 
(3) of section 217(d) provides a rule 
which applies where a taxpayer has de-
ducted moving expenses under the elec-
tion provided in section 217(d)(2) prior 
to satisfying the applicable minimum 
period of employment condition and 
such condition cannot be satisfied at 
the close of a subsequent taxable year. 
In such cases an amount equal to the 
expenses deducted must be included in 
the taxpayer’s gross income for the 
taxable year in which the taxpayer is 
no longer able to satisfy such min-
imum period of employment condition. 
Where the taxpayer has deducted mov-
ing expenses under the election pro-
vided in section 217(d)(2) for the tax-
able year and subsequently files an 
amended return for such year on which 
he does not claim the deduction, such 
expenses are not treated as having been 
deducted for purposes of the recapture 
rule of the preceding sentence. 

(e) Denial of double benefit—(1) In gen-
eral. Section 217(e) provides a rule for 
computing the amount realized and the 
basis where qualified real estate ex-
penses are allowed as a deduction 
under section 217(a). 

(2) Sale or exchange of residence. Sec-
tion 217(e) provides that the amount re-
alized on the sale or exchange of a resi-
dence owned by the taxpayer, by the 
taxpayer’s spouse, or by the taxpayer 
and his spouse and used by the tax-
payer as his principal place of resi-
dence is not decreased by the amount 
of any expenses described in subpara-
graph (A) of section 217(b)(2) and de-
ducted under section 217(a). For the 

purposes of section 217(e) and of this 
paragraph the term amount realized’’ 
has the same meaning as under section 
1001(b) and the regulations thereunder. 
Thus, for example, if the taxpayer sells 
a residence used as his principal place 
of residence and real estate commis-
sions or similar expenses described in 
subparagraph (A) of section 217(b)(2) 
are deducted by him pursuant to sec-
tion 217(a), the amount realized on the 
sale of the residence is not reduced by 
the amount of such real estate commis-
sions or such similar expenses de-
scribed in subparagraph (A) of section 
217(b)(2). 

(3) Purchase of a residence. Section 
217(e) provides that the basis of a resi-
dence purchased or received in ex-
change for other property by the tax-
payer, by the taxpayer’s spouse, or by 
the taxpayer and his spouse and used 
by the taxpayer as his principal place 
of residence is not increased by the 
amount of any expenses described in 
subparagraph (B) of section 217(b)(2) 
and deducted under section 217(a). For 
the purposes of section 217(e) and of 
this paragraph the term basis has the 
same meaning as under section 1011 
and the regulations thereunder. Thus, 
for example, if a taxpayer purchases a 
residence to be used as his principal 
place of residence and attorneys’ fees 
or similar expenses described in sub-
paragraph (B) of section 217(b)(2) are 
deducted pursuant to section 217(a), the 
basis of such residence is not increased 
by the amount of such attorneys’ fees 
or such similar expenses described in 
subparagraph (B) of section 217(b)(2). 

(4) Inapplicability of section 217(e). (i) 
Section 217(e) and subparagraphs (1) 
through (3) of this paragraph do not 
apply to any expenses with respect to 
which an amount is included in gross 
income under section 217(d)(3). Thus, 
the amount of any expenses described 
in subparagraph (A) of section 217(b)(2) 
deducted in the year paid or incurred 
pursuant to the election under section 
217(d)(2) and subsequently recaptured 
pursuant to section 217(d)(3) may be 
taken into account in computing the 
amount realized on the sale or ex-
change of the residence described in 
such subparagraph. Also, the amount 
of expenses described in subparagraph 
(B) of section 217(b)(2) deducted in the 
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year paid or incurred pursuant to such 
election under section 217(d)(2) and sub-
sequently recaptured pursuant to sec-
tion 217(d)(3) may be taken into ac-
count as an adjustment to the basis of 
the residence described in such sub-
paragraph. 

(ii) The application of subdivision (i) 
of this subparagraph may be illustrated 
by the following examples: 

Example 1. A was notified of his transfer ef-
fective December 15, 1972, from Seattle, WA, 
to Philadelphia, PA. In connection with the 
transfer A sold his house in Seattle on No-
vember 10, 1972. Expenses incident to the sale 
of the house of $2,500 were paid by A prior to 
or at the time of the closing of the contract 
of sale on December 10, 1972. The amount re-
alized on the sale of the house was $47,500 
and the adjusted basis of the house was 
$30,000. Pursuant to the election provided in 
section 217(d)(2), A deducted the expenses of 
moving from Seattle to Philadelphia includ-
ing the expenses incident to the sale of his 
former residence in taxable year 1972. Dissat-
isfied with his position with his employer in 
Philadelphia, A took a position with an em-
ployer in Chicago, IL, on July 15, 1973. Since 
A was no longer able to satisfy the minimum 
period employment condition at the close of 
taxable year 1973 he included an amount 
equal to the amount deducted as moving ex-
penses including the expenses incident to the 
sale of his former residence in gross income 
for taxable year 1973. A is permitted to de-
crease the amount realized on the sale of the 
house by the amount of the expenses inci-
dent to the sale of the house deducted from 
gross income and subsequently included in 
gross income. Thus, the amount realized on 
the sale of the house is decreased from 
$47,500 to $45,000 and thus, the gain on the 
sale of the house is reduced from $17,500 to 
$15,000. A is allowed to file an amended re-
turn or a claim for refund in order to reflect 
the recomputation of the amount realized. 

Example 2. B, who is self-employed decided 
to move from Washington, DC, to Los Ange-
les, CA. In connection with the commence-
ment of work in Los Angeles on March 1, 
1973, B purchased a house in a suburb of Los 
Angeles for $65,000. Expenses incident to the 
purchase of the house in the amount of $1,500 
were paid by B prior to or at the time of the 
closing of the contract of sale on September 
15, 1973. Pursuant to the election provided in 
section 217(d)(2), B deducted the expenses of 
moving from Washington to Los Angeles in-
cluding the expenses incident to the pur-
chase of his new residence in taxable year 
1973. Dissatisfied with his prospects in Los 
Angeles, B moved back to Washington on 
July 1, 1974. Since B was no longer able to 
satisfy the minimum period of employment 
condition at the close of taxable year 1974 he 

included an amount equal to the amount de-
ducted as moving expenses incident to the 
purchase of the former residence in gross in-
come for taxable year 1974. B is permitted to 
increase the basis of the house by the 
amount of the expenses incident to the pur-
chase of the house deducted from gross in-
come and subsequently included in gross in-
come. Thus, the basis of the house is in-
creased to $66,500. 

(f) Rules for self-employed individuals— 
(1) Definition. Section 217(f)(1) defines 
the term self-employed individual for 
purposes of section 217 to mean an indi-
vidual who performs personal services 
either as the owner of the entire inter-
est in an unincorporated trade or busi-
ness or as a partner in a partnership 
carrying on a trade or business. The 
term self-employed individual does not 
include the semiretired, part-time stu-
dents, or other similarly situated tax-
payers who work only a few hours each 
week. The application of this subpara-
graph may be illustrated by the fol-
lowing example: 

Example. A is the owner of the entire inter-
est in an unincorporated construction busi-
ness. A hires a manager who performs all of 
the daily functions of the business including 
the negotiation of contracts with customers, 
the hiring and firing of employees, the pur-
chasing of materials used on the projects, 
and other similar services. A and his man-
ager discuss the operations of the business 
about once a week over the telephone. Other-
wise A does not perform any managerial 
services for the business. For the purposes of 
section 217, A is not considered to be a self- 
employed individual. 

(2) Rule for application of subsection 
(b)(1) (C) and (D). Section 217(f)(2) pro-
vides that for purposes of subpara-
graphs (C) and (D) of section 217(b)(1) 
an individual who commences work at 
a new principal place of work as a self- 
employed individual is treated as hav-
ing obtained employment when he has 
made substantial arrangements to 
commence such work. Whether the tax-
payer has made substantial arrange-
ments to commence work at a new 
principal place of work is determined 
on the basis of all the facts and cir-
cumstances in each case. The factors to 
be considered in this determination de-
pend upon the nature of the taxpayer’s 
trade or business and include such con-
siderations as whether the taxpayer 
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has: (i) Leased or purchased a plant, of-
fice, shop, store, equipment, or other 
property to be used in the trade or 
business, (ii) made arrangements to 
purchase inventory or supplies to be 
used in connection with the operation 
of the trade or business, (iii) entered 
into commitments with individuals to 
be employed in the trade or business, 
and (iv) made arrangements to contact 
customers or clients in order to adver-
tise the business in the general loca-
tion of the new principal place of work. 
The application of this subparagraph 
may be illustrated by the following ex-
amples: 

Example 1. A, a partner in a growing chain 
of drug stores decided to move from Houston, 
TX, to Dallas, TX, in order to open a drug 
store in Dallas. A made several trips to Dal-
las for the purpose of looking for a site for 
the drug store. After the signing of a lease on 
a building in a shopping plaza, suppliers were 
contacted, equipment was purchased, and 
employees were hired. Shortly before the 
opening of the store A and his wife moved 
from Houston to Dallas and took up tem-
porary quarters in a motel until the time 
their apartment was available. By the time 
he and his wife took up temporary quarters 
in the motel A was considered to have made 
substantial arrangements to commence work 
at the new principal place of work. 

Example 2. B, who is a partner in a securi-
ties brokerage firm in New York, NY, de-
cided to move to Rochester, NY, to become 
the resident partner in the firm’s new Roch-
ester office. After a lease was signed on an 
office in downtown Rochester B moved to 
Rochester and took up temporary quarters 
in a motel until his apartment became avail-
able. Before the opening of the office B su-
pervised the decoration of the office, the pur-
chase of equipment and supplies necessary 
for the operation of the office, the hiring of 
personnel for the office, as well as other 
similar activities. By the time B took up 
temporary quarters in the motel he was con-
sidered to have made substantial arrange-
ments to commence to work at the new prin-
cipal place of work. 

Example 3. C, who is about to complete his 
residency in ophthalmology at a hospital in 
Pittsburgh, PA, decided to fly to Philadel-
phia, PA, for the purpose of looking into op-
portunities for practicing in that city. Fol-
lowing his arrival in Philadelphia C decided 
to establish his practice in that city. He 
leased an office and an apartment. At the 
time he departed Pittsburgh for Philadelphia 
C was not considered to have made substan-
tial arrangements to commence work at the 
new principal place of work, and, therefore, 
is not allowed to deduct expenses described 

in subparagraph (C) of section 217(b)(1) (re-
lating to expenses of traveling (including 
meals and lodging), after obtaining employ-
ment, from the former residence to the gen-
eral location of the new principal place of 
work and return, for the principal purpose of 
searching for a new residence). 

(g) Rules for members of the Armed 
Forces of the United States—(1) In gen-
eral. The rules in paragraphs (a)(1) and 
(2), (b), and (e) of this section apply to 
moving expenses paid or incurred by 
members of the Armed Forces of the 
United States on active duty who move 
pursuant to a military order and inci-
dent to a permament change of station, 
except as provided in this paragraph 
(g). However, if the moving expenses 
are not paid or incurred incident to a 
permanent change of station, this para-
graph (g) does not apply, but all other 
paragraphs of this section do apply. 
The provisions of this paragraph apply 
to taxable years beginning December 
31, 1975. 

(2) Treatment of services or reimburse-
ment provided by Government—(i) Serv-
ices in kind. The value of any moving or 
storage services furnished by the 
United States Government to members 
of the Armed Forces, their spouses, or 
their dependents in connection with a 
permanent change of station is not in-
cludible in gross income. The Sec-
retary of Defense and (in cases involv-
ing members of the peacetime Coast 
Guard) the Secretary of Transportation 
are not required to report or withhold 
taxes with respect to those services. 
Services furnished by the Government 
include services rendered directly by 
the Government or rendered by a third 
party who is compensated directly by 
the Government for the services. 

(ii) Reimbursements. The following 
rules apply to reimbursements or al-
lowances by the Government to mem-
bers of the Armed Forces, their 
spouses, or their dependents for moving 
or storage expenses paid or incurred by 
them in connection with a permanent 
change of station. If the reimburse-
ment or allowance exceeds the actual 
expenses paid or incurred, the excess is 
includible in the gross income of the 
member, and the Secretary of Defense 
or Secretary of Transportation must 
report the excess as payment of wages 
and withhold income taxes under sec-
tion 3402 and the employee taxes under 
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section 3102 with respect to that ex-
cess. If the reimbursemet or allowance 
does not exceed the actual expenses, 
the reimbursement or allowance in not 
includible in gross income, and no re-
porting or withholding by the Sec-
retary of Defense or Secretary of 
Transportation is required. If the ac-
tual expenses, as limited by paragraph 
(b)(9) of this section, exceed the reim-
bursement of allowance, the member 
may deduct the excess if the other re-
quirements of this section, as modified 
by this paragraph, are met. The deter-
mination of the limitation on actual 
expenses under paragraph (b)(9) of this 
section is made without regard to any 
services in kind furnished by the Gov-
ernment. 

(3) Permanent change of station. For 
purposes of this section, the term per-
manent change of station includes the 
following situations. 

(i) A move from home to the first 
post of duty when appointed, re-
appointed, reinstated, or inducted. 

(ii) A move from the last post of duty 
to home or a nearer point in the United 
States in connection with retirement, 
discharge, resignation, separation 
under honorable conditions, transfer, 
relief from active duty, temporary dis-
ability retirement, or transfer to a 
Fleet Reserve, if such move occurs 
within 1 year of such termination of 
active duty or within the period pre-
scribed by the Joint Travel Regula-
tions promulgated under the authority 
contained in sections 404 through 411 of 
Title 37 of the United States Code. 

(iii) A move from one permanent post 
of duty to another permanent post of 
duty at a different duty station, even if 
the member separates from the Armed 
Forces immediately or shortly after 
the move. 
The term permanent, post of duty, duty 
station, and honorable have the mean-
ings given them in appropriate Depart-
ment of Defense or Department of 
Transportation rules and regulations. 

(4) Storage expenses. This paragraph 
applies to storage expenses as well as 
to moving expenses described in para-
graph (b)(1) of this section. the term 
storage expenses means the cost of stor-
ing personal effects of members of the 
Armed Forces, their spouses, and their 
dependents. 

(5) Moves of spouses and dependents. (i) 
The following special rule applies for 
purposes of paragraphs (b)(9) and (10) of 
this section, if the spouse or depend-
ents of a member of the Armed Forces 
move to or from a different location 
than does the member. In this case, the 
spouse is considered to have com-
menced work as an employee at a new 
principal place of work that is within 
the same general location as the loca-
tion to which the member moves. 

(ii) The following special rule applies 
for purposes of this paragraph to moves 
by spouses or dependents of members of 
the Armed Forces who die, are impris-
oned, or desert while on active duty. In 
these cases, a move to a member’s 
place of enlistment or induction or the 
member’s, spouse’s, or dependent’s 
home of record or nearer point in the 
United States is considered incident to 
a permanent change of station. 

(6) Disallowance of deduction. No de-
duction is allowed under this section 
for any moving or storage expense re-
imbursed by an allowance that is ex-
cluded from gross income. 

(h) Special rules for foreign moves—(1) 
Increase in limitations. In the case of a 
foreign move (as defined in paragraph 
(h)(3) of this section), paragraph (b)(6) 
of this section shall be applied by sub-
stituting ‘‘90 consecutive’’ for ‘‘30 con-
secutive’’ each time it appears. Para-
graph (b)(9) (ii), (iii) and (v) of this sec-
tion shall be applied by substituting 
‘‘$6,000’’ for ‘‘$3,000’’ each time it ap-
pears and by substituting ‘‘$4,500’’ for 
‘‘$1,500’’ each time it appears. Para-
graph (b)(9)(ii) of this section shall be 
applied by substituting ‘‘$5,000’’ for 
‘‘$2,000’’ each time it appears and by 
substituting ‘‘1979’’ for ‘‘1977’’ and 
‘‘1980’’ for ‘‘1978’’ each time they appear 
in the last sentence. Paragraph (b)(9)(v) 
of this section shall be applied by sub-
stituting ‘‘$2,250’’ for ‘‘$750’’ each time 
it appears. Paragraph (b)(9)(vi) of this 
section does not apply. 

(2) Allowance of certain storage fees. In 
the case of a foreign move, for purposes 
of this section, the moving expenses de-
scribed in paragraph (b)(3) of this sec-
tion shall include the reasonable ex-
penses of moving household goods and 
personal effects to and from storage, 
and of storing such goods and effects 
for part or all of the period during 
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which the new place of work continues 
to be the taxpayer’s principal place of 
work. 

(3) Foreign move. For purposes of this 
paragraph, the term foreign move means 
a move in connection with the com-
mencement of work by the taxpayer at 
a new principal place of work located 
outside the United States. Thus, a 
move from the United States to a for-
eign country or from one foreign coun-
try to another foreign country quali-
fies as a foreign move. A move within 
a foreign country also qualifies as a 
foreign move. A move from a foreign 
country to the United States does not 
qualify as a foreign move. 

(4) United States. For purposes of this 
paragraph, the term United States in-
cludes the possessions of the United 
States. 

(5) Effective date. The provisions of 
this paragraph apply to expenses paid 
or incurred in taxable years beginning 
after December 31, 1978. The paragraph 
also applies to the expenses paid or in-
curred in the taxable year beginning 
during 1978 of taxpayers who do not 
make an election pursuant to section 
209(c) of the Foreign Earned Income 
Act of 1978 (Pub. L. 95–615, 92 Stat. 3109) 
to have section 911 under prior law 
apply to that taxable year. 

(i) Allowance of deductions in case of 
retirees or decedents who were working 
abroad—(1) In general. In the case of 
any qualified retiree moving expenses 
or qualified survivor moving expenses, 
this section (other than paragraph (h)) 
shall be applied to such expenses as if 
they were incurred in connection with 
the commencement of work by the tax-
payer as an employee at a new prin-
cipal place of work located within the 
United States and the limitations of 
paragraph (c)(4) of this section (relat-
ing to the minimum period of employ-
ment) shall not apply. 

(2) Qualified retiree moving expenses. 
For purposes of this paragraph, the 
term qualified retiree moving expenses 
means any moving expenses which are 
incurred by an individual whose former 
principal place of work and former res-
idence were outside the United States 
and which are incurred for a move to a 
new residence in the United States in 
connection with the bona fide retire-
ment of the individual. Bona fide retire-

ment means the permanent withdrawal 
from gainful full-time employment and 
self-employment. An individual who at 
the time of withdrawal from gainful 
full-time employment or self-employ-
ment, intends the withdrawal to be 
permanent shall be considered to be a 
bona fide retiree even though the indi-
vidual ultimately resumes gainful full- 
time employment or self-employment. 
An individual’s intention may be evi-
denced by relevant facts and cir-
cumstances which include the age and 
health of the individual, the customary 
retirement age of employees engaged 
in similar work, whether the individual 
is receiving a retirement allowance 
under a pension annuity, retirement or 
similar fund or system, and the length 
of time before resuming full-time em-
ployment or self-employment. 

(3) Qualified survivor moving expenses. 
(i) For purposes of this paragraph, the 
term qualified survivor moving expenses 
means any moving expenses: 

(A) Which are paid or incurred by the 
spouse or any dependent (as defined in 
section 152) of any decedent who (as of 
the time of his death) had a principal 
place of work outside the United 
States, and 

(B) Which are incurred for a move 
which begins within 6 months after the 
death of the decedent and which is to a 
residence in the United States from a 
former residence outside the United 
States which (as of the time of the de-
cedent’s death) was the residence of 
such decedent and the individual pay-
ing or incurring the expense. 

(ii) For purposes of paragraph (i)(3) 
(i) (B) of this section, a move begins 
when: 

(A) The taxpayer contracts for the 
moving of his or her household goods 
and personal effects to a residence in 
the United States but only if the move 
is completed within a reasonable time 
thereafter; 

(B) The taxpayer’s household goods 
and personal effects are packed and in 
transit to a residence in the United 
States; or 

(C) The taxpayer leaves the former 
residence to travel to a new place of 
residence in the United States. 
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(4) United States. For purposes of this 
paragraph, the term United States in-
cludes the possessions of the United 
States. 

(5) Effective date. The provisions of 
this paragraph apply to expenses paid 
or incurred in taxable years beginning 
after December 31, 1978. The paragraph 
also applies to the expenses paid or in-
curred in the taxable year beginning 
during 1978 of taxpayers who do not 
make an election pursuant to section 
209(c) of the Foreign Earned Income 
Act of 1978 (Pub. L. 95–615, 92 Stat. 3109) 
to have section 911 under prior law 
apply to that taxable year. 

(j) Effective date—(1) In general. This 
section, except as provided in subpara-
graphs (2) and (3) of this paragraph, is 
applicable to items paid or incurred in 
taxable years beginning after Decem-
ber 31, 1969. 

(2) Reimbursement not included in gross 
income. This section does not apply to 
items to the extent that the taxpayer 
received or accrued in a taxable year 
beginning before January 1, 1970, a re-
imbursement or other expense allow-
ance for such items which was not in-
cluded in his gross income. 

(3) Election in cases of expenses paid or 
incurred before January 1, 1971, in con-
nection with certain moves—(i) In gen-
eral. A taxpayer who was notified by 
his employer on or before December 19, 
1969, of a transfer to a new principal 
place of work and who pays or incurs 
moving expenses after December 31, 
1969, but before January 1, 1971, in con-
nection with such transfer may elect to 
have the rules governing moving ex-
penses in effect prior to the effective 
date of section 231 of the Tax Reform 
Act of 1969 (83 Stat. 577) govern such 
expenses. If such election is made, this 
section and section 82 and the regula-
tions thereunder do not apply to such 
expenses. A taxpayer is considered to 
have been notified on or before Decem-
ber 19, 1969, by his employer of a trans-
fer, for example, if before such date the 
employer has sent a notice to all em-
ployees or a reasonably defined group 
of employees, which includes such tax-
payer, of a relocation of the operations 
of such employer from one plant or fa-
cility to another plant or facility. An 
employee who is transferred to a new 
principal place of work for the benefit 

of his employer and who makes an elec-
tion under this paragraph is permitted 
to exclude amounts received or ac-
crued, directly or indirectly, as pay-
ment for or reimbursement of expenses 
of moving household goods and per-
sonal effects from the former residence 
to the new residence and of traveling 
(including meals and lodging) from the 
former residence to the new place of 
residence. Such exclusion is limited to 
amounts received or accrued, directly 
or indirectly, as a payment for or reim-
bursement of the expenses described 
above. Amounts in excess of actual ex-
penses paid or incurred must be in-
cluded in gross income. No deduction is 
allowable under section 217 for ex-
penses representing amounts excluded 
from gross income. Also, an employee 
who is transferred to a new principal 
place of work which is less than 50 
miles but at least 20 miles farther from 
his former residence than was his 
former principal place of work and who 
is not reimbursed, either directly or in-
directly, for the expenses described 
above is permitted to deduct such ex-
penses providing all of the require-
ments of section 217 and the regula-
tions thereunder prior to the effective 
date of section 231 of the Tax Reform 
Act of 1969 (83 Stat. 577) are satisfied. 

(ii) Election made before the date of 
publication of this notice as a Treasury 
decision. An election under this sub-
paragraph made before the date of pub-
lication of this notice as a Treasury de-
cision shall be made pursuant to the 
procedure prescribed in temporary in-
come tax regulations relating to treat-
ment of payments of expenses of mov-
ing from one residence to another resi-
dence (Part 13 of this chapter) T.D. 7032 
(35 FR 4330), approved Mar. 11, 1970. 

(iii) Election made on or after the date 
of publication of this notice as a Treasury 
decision. An election made under this 
subparagraph on or after the date of 
publication of this notice as a Treasury 
decision shall be made not later than 
the time, including extensions thereof, 
prescribed by law for filing the income 
tax return for the year in which the ex-
penses were paid or 30 days after the 
date of publication of this notice as a 
Treasury decision, whichever occurs 
last. The election shall be made by a 
statement attached to the return (or 
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the amended return) for the taxable 
year, setting forth the following infor-
mation: 

(a) The items to which the election 
relates; 

(b) The amount of each item; 
(c) The date each item was paid or in-

curred; and 
(d) The date the taxpayer was in-

formed by his employer of his transfer 
to the new principal place of work. 

(iv) Revocation of election. An election 
made in accordance with this subpara-
graph is revocable upon the filing by 
the taxpayer of an amended return or a 
claim for refund with the district di-
rector, or the director of the Internal 
Revenue service center with whom the 
election was filed not later than the 
time prescribed by law, including ex-
tensions thereof, for the filing of a 
claim for refund with respect to the 
items to which the election relates. 

[T.D. 7195, 37 FR 13535, July 11, 1972, 37 FR 
14230, July 18, 1972 as amended by T.D. 7578 43 
FR 59355, Dec. 20, 1978; T.D. 7605, 44 FR 18970, 
Mar. 30, 1979; T.D. 7689, 45 FR 20796, Mar. 31, 
1980; T.D. 7810, 47 FR 6003, Feb. 10, 1982; T.D. 
8607, 60 FR 40077, Aug. 7, 1995] 

§ 1.219–1 Deduction for retirement sav-
ings. 

(a) In general. Subject to the limita-
tions and restrictions of paragraph (b) 
and the special rules of paragraph (c)(3) 
of this section, there shall be allowed a 
deduction under section 62 from gross 
income of amounts paid for the taxable 
year of an individual on behalf of such 
individual to an individual retirement 
account described in section 408(a), for 
an individual retirement annuity de-
scribed in section 408(b), or for a retire-
ment bond described in section 409. The 
deduction described in the preceding 
sentence shall be allowed only to the 
individual on whose behalf such indi-
vidual retirement account, individual 
retirement annuity, or retirement bond 
is maintained. The first sentence of 
this paragraph shall apply only in the 
case of a contribution of cash. A con-
tribution of property other than cash is 
not allowable as a deduction under this 
section. In the case of a retirement 
bond, a deduction will not be allowed if 
the bond is redeemed within 12 months 
of its issue date. 

(b) Limitations and restrictions—(1) 
Maximum deduction. The amount allow-
able as a deduction under section 219(a) 
to an individual for any taxable year 
cannot exceed an amount equal to 15 
percent of the compensation includible 
in the gross income of the individual 
for such taxable year, or $1,500, which-
ever is less. 

(2) Restrictions—(i) Individuals covered 
by certain other plans. No deduction is 
allowable under section 219(a) to an in-
dividual for the taxable year if for any 
part of such year: 

(A) He was an active participant in: 
(1) A plan described in section 401(a) 

which includes a trust exempt from tax 
under section 501(a), 

(2) An annuity plan described in sec-
tion 403(a), 

(3) A qualified bond purchase plan de-
scribed in section 405(a), or 

(4) A retirement plan established for 
its employees by the United States, by 
a State or political subdivision thereof, 
or by an agency or instrumentality of 
any of the foregoing, or 

(B) Amounts were contributed by his 
employer for an annuity contract de-
scribed in section 403(b) (whether or 
not the individual’s rights in such con-
tract are nonforfeitable). 

(ii) Contributions after age 701⁄2. No de-
duction is allowable under section 219 
(a) to an individual for the taxable year 
of the individual, if he has attained the 
age of 701⁄2 before the close of such tax-
able year. 

(iii) Rollover contributions. No deduc-
tion is allowable under section 219 for 
any taxable year of an individual with 
respect to a rollover contribution de-
scribed in section 402(a)(5), 402(a)(7), 
403(a)(4), 403(b)(8), 408(d)(3), or 
409(b)(3)(C). 

(3) Amounts contributed under endow-
ment contracts. (i) For any taxable year, 
no deduction is allowable under section 
219(a) for amounts paid under an en-
dowment contract described in § 1.408– 
3(e) which is allocable under subdivi-
sion (ii) of this subparagraph to the 
cost of life insurance. 

(ii) For any taxable year, the cost of 
current life insurance protection under 
an endowment contract described in 
paragraph (b)(3)(i) of this section is the 
product of the net premium cost, as de-
termined by the Commissioner, and the 
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