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fringe with respect to the vehicle and,
if required, by withholding any taxes.
Under these circumstances, the em-
ployer’s business/investment use of the
vehicle during the relevant period is
100 percent. The employer’s qualified
business use of the vehicle is dependent
upon the relationship of the employee
to the employer (see §1.280F-6T(d)(2)).

(d) Limitation. If a taxpayer chooses
to satisfy the substantiation require-
ments of section 274(d) and §1.274-5T by
using one of the methods prescribed in
paragraphs (a) (2) or (3), (b), or (c) of
this section and files a return with the
Internal Revenue Service for a taxable
year consistent with such choice, the
taxpayer may not later use another of
these methods. Similarly, if a taxpayer
chooses to satisfy the substantiation
requirements of section 274(d) in the
manner prescribed in §1.274-5T and
files a return with the Internal Rev-
enue Service for a taxable year con-
sistent with such choice, the taxpayer
may not later use a method prescribed
in paragraph (a) (2) or (3), (b), or (c) of
this section. This rule applies to an
employee for purposes of substan-
tiating any working condition fringe
exclusion as well as to an employer.
For example, if an employee excludes
on his federal income tax return for a
taxable year 90 percent of the value of
the availability of an employer-pro-
vided automobile on the basis of
records that allegedly satisfy the
‘‘adequate records” requirement of
§1.274-5T(c)(2), and that requirement is
not satisfied, then the employee may
not satisfy the substantiation require-
ments of section 274(d) for the taxable
yvear by any method prescribed in this
section, but may present other cor-
roborative evidence as prescribed in
§1.274-5T'(c)(3).

(e) Definitions—(1) In general. The
definitions provided in this paragraph
(e) apply for purposes of section 274(d),
§1.274-5T, and this section.

(2) Employer and employee. The terms
employer and employee include the fol-
lowing:

(i) A sole proprietor shall be treated
as both an employer and employee,

(ii) A partnership shall be treated as
an employer of its partners, and

(iii) A partner shall be treated as an
employee of the partnership.
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(3) Automobile. The term automobile
has the same meaning as prescribed in
§1.61-2T(d)(1)(ii).

(4) Vehicle. The term wvehicle has the
same meaning as prescribed in §1.61-
2T'(e)(2).

(5) Personal use. Personal use by an
employee of an employer-provided ve-
hicle includes use in any trade or busi-
ness other than the trade or business of
being the employee of the employer
providing the vehicle.

(f) Effective date. This section is effec-
tive for taxable years beginning after
December 31, 1985.

[T.D. 8061, 50 FR 46037, Nov. 6, 1985; as amend-
ed by T.D. 8063, 50 FR 52312, Dec. 23, 1985]

§1.274-7 Treatment of certain expend-
itures with respect to entertain-
ment-type facilities.

If deductions are disallowed under
§1.274-2 with respect to any portion of
a facility, such portion shall be treated
as an asset which is used for personal,
living, and family purposes (and not as
an asset used in a trade or business).
Thus, the basis of such a facility will
be adjusted for purposes of computing
depreciation deductions and deter-
mining gain or loss on the sale of such
facility in the same manner as other
property (for example, a residence)
which is regarded as used partly for
business and partly for personal pur-
poses.

[T.D. 6659, 28 FR 6507, June 25, 1963]

§1.274-8 Effective/applicability date.

Except as provided in §§1.274-2(a),
1.274-2(e), 1.274-2(H)(2)(iv)(F), and 1.274-
5, §§1.274-1 through 1.274-7 apply to tax-
able years ending after December 31,
1962.

[T.D. 9625, 78 FR 46504, Aug. 1, 2013]

§1.274-9 Entertainment provided to
specified individuals.

(a) In general. Paragraphs (e)(2) and
(e)(9) of section 274 provide exceptions
to the disallowance of section 274(a) for
expenses for entertainment, amuse-
ment, or recreation activities, or for an
entertainment facility. In the case of a
specified individual (as defined in para-
graph (b) of this section), the excep-
tions of paragraphs (e)(2) and (e)(9) of
section 274 apply only to the extent
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