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Reg. Section 1.274-5T(c)(3)(ii)(C)
Substantiation requirements (temporary)
(c) Rules of substantiation—
(3) Substantiation by other sufficient evidence—
(i) In general. If a taxpayer fails to establish to the satisfaction of the district
director that he has substantially complied with the "adequate records"
requirements of paragraph (c)(2) of this section with respect to an element
of an expenditure or use, then, except as otherwise provided in this
paragraph, the taxpayer must establish such element—
(A) By his own statement, whether written or oral, containing specific
information in detail as to such element; and
(B) By other corrobative evidence sufficient to establish such element.
If such element is the description of a gift, or the cost or amount,
time, place, or date of an expenditure or use, the corrobative evidence
shall be direct evidence, such as a statement in writing or the oral
testimony of persons entertained or other witnesses setting forth
detailed information about such element, or the documentary evidence
described in paragraph (c)(2) of this section. If such element is either
the business relationship to the taxpayer of persons entertained, or the
business purpose of an expenditure, the corrobative evidence may be
circumstantial evidence.
(ii) Sampling—
(A) In general. Except as provided in paragraph (c)(3)(ii)(B) of this
section, a taxpayer may maintain an adequate record for portions
of a taxable year and use that record to substantiate the
business/investment use of listed property for all or a portion of the
taxable year if the taxpayer can demonstrate by other evidence that
the periods for which an adequate record is maintained are
representative of the use for the taxable year or a portion thereof.
(B) Exception for pooled vehicles. The sampling method of paragraph
(c)(3)(ii)(A) of this section may not be used to substantiate the
business/investment use of an automobile or other vehicle of an
employer that is made available for use by more than one
employee for all or a portion of a taxable year.

(C) Examples. The following examples illustrate this paragraph
(c)(3)(ii).
Example 1. A, a sole proprietor and calendar year taxpayer, operates
an interior decorating business out of her home. A uses an automobile
for local business travel to visit the homes or offices of clients, to meet
with suppliers and other subcontractors, and to pick up and deliver
certain items to clients when feasible. There is no other business use of
the automobile but A and other members of her family also use the
automobile for personal purposes. A maintains adequate records for
the first three months of 1986 that indicate that 75 percent of the use of
the automobile was in A's business. Invoices from subcontractors and
paid bills indicate that A's business continued at approximately the
same rate for the remainder of 1986. If other circumstances do not
change (e.g., A does not obtain a second car for exclusive use in her
business), the determination that the business/investment use of the
automobile for the taxable year is 75 percent is based on sufficient
corroborative evidence.
Example 2. The facts are the same as in example (1), except that A
maintains adequate records during the first week of every month,
which indicate that 75 percent of the use of the automobile is in A's
business. The invoices from A's business indicate that A's business
continued at the same rate during the subsequent weeks of each month
so that A's weekly records are representative of each month's business
use of the automobile. Thus, the determination that the
business/investment use of the automobile for the taxable year is 75
percent is based on sufficient corroborative evidence.
Example 3. B, a sole proprietor and calendar year taxpayer, is a
salesman in a large metropolitan area for a company that manufactures
household products. For the first three weeks of each month, B uses
his own automobile occasionally to travel within the metropolitan area
on business. During these three weeks, B's use of the automobile for
business purposes does not follow a consistent pattern from day to day
or week to week. During the fourth week of each month, B delivers to
his customers all the orders taken during the previous month. B's use
of his automobile for business purposes, as substantiated by adequate
records, is 70 percent of the total use during that fourth week. In this
example, a determination based on the records maintained during that
fourth week that the business/investment use of the automobile for the
taxable year is 70 percent is not based on sufficient corroborative
evidence because use during this week is not representative of use
during other periods.
(iii) Special rules. See § 1.274-6T for special rules for substantiation by
sufficient corroborating evidence with respect to certain listed property.

