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Reg. Section 1.274-5T(c)(2)(ii)(C)
Substantiation requirements
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(2)Substantiation by adequate records.
(i) In general. To meet the "adequate records" requirements of section 274(d), a taxpayer
shall maintain an account book, diary, log, statement of expense, trip sheets, or similar
record (as provided in paragraph (c)(2)(ii) of this section), and documentary evidence (as
provided in paragraph (c)(2)(iii) of this section) which, in combination, are sufficient to
establish each element of an expenditure or use specified in paragraph (b) of this section.
It is not necessary to record information in an account book, diary, log, statement of
expense, trip sheet, or similar record which duplicates information reflected on a receipt
so long as the account book, etc. and receipt complement each other in an orderly
manner.
(ii) Account book, diary, etc. An account book, diary, log, statement of expense, trip
sheet, or similar record must be prepared or maintained in such manner that each
recording of an element of an expenditure or use is made at or near the time of the
expenditure or use.
(A) Made at or near the time of the expenditure or use. For purposes of this
section, the phrase "made at or near the time of the expenditure or use" means the
elements of an expenditure or use are recorded at a time when, in relation to the
use or making of an expenditure, the taxpayer has full present knowledge of each
element of the expenditure or use, such as the amount, time, place, and business
purpose of the expenditure and business relationship. An expense account
statement which is a transcription of an account book, diary, log, or similar record
prepared or maintained in accordance with the provisions of this paragraph (c)(2)
(ii) shall be considered a record prepared or maintained in the manner prescribed
in the preceding sentence if such expense account statement is submitted by an
employee to his employer or by an independent contractor to his client or
customer in the regular course of good business practice. For example, a log
maintained on a weekly basis, which accounts for use during the week, shall be
considered a record made at or near the time of such use.
(B) Substantiation of business purpose. In order to constitute an adequate record
of business purpose within the meaning of section 274(d) and this paragraph
(c)(2), a written statement of business purpose generally is required. However, the
degree of substantiation necessary to establish business purpose will vary
depending upon the facts and circumstances of each case. Where the business
purpose is evident from the surrounding facts and circumstances, a written
explanation of such business purpose will not be required. For example, in the

case of a salesman calling on customers on an established sales route, a written
explanation of the business purpose of such travel ordinarily will not be required.
Similarly, in the case of a business meal described in section 274(e)(1), if the
business purpose of such meal is evident from the business relationship to the
taxpayer of the persons entertained and other surrounding circumstances, a
written explanation of such business purpose will not be required.
(C) Substantiation of business use of listed property.
(1) Degree of substantiation. In order to constitute an adequate record
(within the meaning of section 274(d) and this paragraph (c)(2)(ii)), which
substantiates business/investment use of listed property (as defined in
§1.280F-6T(d)(3)), the record must contain sufficient information as to
each element of every business/investment use. However, the level of
detail required in an adequate record to substantiate business/investment
use may vary depending upon the facts and circumstances. For example, a
taxpayer who uses a truck for both business and personal purposes and
whose only business use of a truck is to make deliveries to customers on
an established route may satisfy the adequate record requirement by
recording the total number miles driven during the taxable year, the length
of the delivery route once, and the date of each trip at or near the time of
the trips. Alternatively, the taxpayer may establish the date of each trip
with a receipt, record of delivery, or other documentary evidence.
(2) Written record. Generally, an adequate record must be written.
However, a record of the business use of listed property, such as a
computer or automobile, prepared in a computer memory device with the
aid of a logging program will constitute an adequate record.
(D) Confidential information. If any information relating to the elements of an
expenditure or use, such as place, business purpose, or business relationship, is of
a confidential nature, such information need not be set forth in the account book,
diary, log, statement of expense, trip sheet, or similar record, provided such
information is recorded at or near the time of the expenditure or use and is
elsewhere available to the district director to substantiate such element of the
expenditure or use.
(iii) [Reserved]. For further guidance, see §1.274-5(c)(2)(iii).
(iv) Retention of written evidence. The Commissioner may, in his discretion, prescribe
rules under which an employer may dispose of the adequate records and documentary
evidence submitted to him by employees who are required to, and do, make an adequate
accounting to the employer (within the meaning of paragraph (f)(4) of this section) if the
employer maintains adequate accounting procedures with respect to such employees
(within the meaning of paragraph (f)(5) of this section).

(v) Substantial compliance. If a taxpayer has not fully substantiated a particular element
of an expenditure or use, but the taxpayer establishes to the satisfaction of the district
director that he has substantially complied with the "adequate records" requirements of
this paragraph (c)(2) with respect to the expenditure or use, the taxpayer may be
permitted to establish such element by evidence which the district director shall deem
adequate.
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