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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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that the expenses do not exceed the
amount of the expenses treated as com-
pensation (under section 274(e)(2)) or as
income (under section 274(e)(9)) to the
specified individual. The amount dis-
allowed is reduced by any amount that
the specified individual reimburses a
taxpayer for the entertainment.

(b) Specified individual defined. (1) A
specified individual is an individual
who is subject to section 16(a) of the
Securities Act of 1934 in relation to the
taxpayer, or an individual who would
be subject to section 16(a) if the tax-
payer were an issuer of equity securi-
ties referred to in that section. Thus,
for example, a specified individual is an
officer, director, or more than 10 per-
cent owner of a corporation taxed
under subchapter C or subchapter S or
a personal service corporation. A speci-
fied individual includes every indi-
vidual who—

(i) Is the direct or indirect beneficial
owner of more than 10 percent of any
class of any registered equity (other
than an exempted security);

(ii) Is a director or officer of the
issuer of the security;

(iii) Would be the direct or indirect
beneficial owner of more than 10 per-
cent of any class of a registered secu-
rity if the taxpayer were an issuer of
equity securities; or

(iv) Is comparable to an officer or di-
rector of an issuer of equity securities.

(2) For partnership purposes, a speci-
fied individual includes any partner
that holds more than a 10 percent eq-
uity interest in the partnership, or any
general partner, officer, or managing
partner of a partnership.

(3) For purposes of this section, offi-
cer has the same meaning as in 17 CFR
§240.16a-1(f).

(4) A specified individual includes a
director or officer of a tax-exempt enti-
ty.

(5) A specified individual of a tax-
payer includes a specified individual of
a party related to the taxpayer within
the meaning of section 267(b) or section
707(b).

(c) Specified individual treated as re-
cipient of entertainment provided to oth-
ers. For purposes of section 274(a), a
specified individual is treated as the
recipient of entertainment provided to
another individual because of the rela-
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tionship of the other individual to the
specified individual if the entertain-
ment is a fringe benefit to the specified
individual under section 61(a)(1) (with-
out regard to any exclusions from gross
income). Thus, expenses allocable to
entertainment provided to the other
individual are attributed to the speci-
fied individual for purposes of deter-
mining the amount of disallowed ex-
penses.

(d) Entertainment use of aircraft by
specified individuals. For rules relating
to entertainment use of aircraft by
specified individuals, see §1.274-10.

(e) Effective/applicability date. This
section applies to taxable years begin-
ning after August 1, 2012.

[T.D. 9597, 77 FR 45483, Aug. 1, 2012]

§1.274-10 Special rules for aircraft
used for entertainment.

(a) Use of an aircraft for entertain-
ment—(1) In general. Section 274(a) dis-
allows a deduction for certain expenses
for entertainment, amusement, or
recreation activities, or for an enter-
tainment facility. Under section 274(a)
and this section, no deduction other-
wise allowable under chapter 1 is al-
lowed for expenses for the use of a tax-
payer-provided aircraft for entertain-
ment, except as provided in paragraph
(a)(2) of this section.

(2) Exceptions—(i) In general. Para-
graph (a)(1) of this section does not
apply to deductions for expenses for
business entertainment air travel or to
deductions for expenses that meet the
exceptions of section 274(e), §1.274-2(f),
and this section. Section 274(e)(2) and
(e)(9) provides certain exceptions to the
disallowance of section 274(a) for ex-
penses for goods, services, and facili-
ties for entertainment, recreation, or
amusement.

(ii) Expenses treated as compensation—
(A) Employees who are not specified indi-
viduals. Section 274(a), §1.274-2(a)
through (d), and paragraph (a)(1) of this
section, in accordance with section
274(e)(2)(A), do not apply to expenses
for entertainment air travel provided
to an employee who is not a specified
individual to the extent that a tax-
payer—

(I) Properly treats the expenses re-
lating to the recipient of entertain-
ment as compensation to an employee
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