You do not have to record amounts your
employer pays directly for any ticket or other
travel item. However, if you charge these items
to your employer, through a credit card or other-
wise, you must keep a record of the amounts
you spend.

Timely-kept records. You should record the
elements of an expense or of a business use at
or near the time of the expense or use and
support it with sufficient documentary evidence.
A timely-kept record has more value than a
statement prepared later when generally there is
a lack of accurate recall.

You do not need to write down the elements
of every expense on the day of the expense. If
you maintain a log on a weekly basis that ac-
counts for use during the week, the log is consid-
ered a timely-kept record.

If you give your employer, client, or customer
an expense account statement, it can also be
considered a timely-kept record. This is true if
you copy it from your account book, diary, state-
ment of expense, or similar record.

Proving business purpose. You must gener-
ally provide a written statement of the business
purpose of an expense. However, the degree of
proof varies according to the circumstances in

each case. If the business purpose of an ex-
pense is clear from the surrounding circum-
stances, then you do not need to give a written
explanation.

Example. If you are a sales representative
who calls on customers on an established sales
route, you do not have to give a written explana-
tion of the business purpose for traveling that
route. You can satisfy the requirements by re-
cording the length of the delivery route once, the
date of each trip at or near the time of the trips,
and the total miles you drove the car during the
tax year. You could also establish the date of
each trip with a receipt, record of delivery, or
other documentary evidence.

Confidential information. You do not need to
put confidential information relating to an ele-
ment of a deductible expense (such as the
place, business purpose, or business relation-
ship) in your account book, diary, or other re-
cord. However, you do have to record the
information elsewhere at or near the time of the
expense and have it available to fully prove that
element of the expense.

Table 5-1. How To Prove Certain Business Expenses

What If | Have Incomplete
Records?

If you do not have complete records to prove an
element of an expense, then you must prove the
element with:

e Your own written or oral statement con-
taining specific information about the ele-
ment, and

e Other supporting evidence that is sufficient
to establish the element.

If the element is the description of a gift, or the
cost, time, place, or date of an expense, the
supporting evidence must be either direct evi-
dence or documentary evidence. Direct evi-
dence can be written statements, or the oral
testimony of your guests or other witnesses set-
ting forth detailed information about the element.
Documentary evidence can be receipts, paid
bills, or similar evidence.

If the element is either the business relation-
ship of your guests or the business purpose of
the amount spent, the supporting evidence can
be circumstantial, rather than direct. For exam-
ple, the nature of your work, such as making
deliveries, provides circumstantial evidence of

IF you have THEN you must keep records that show details of the following elements...

expenses

for... Place or Business Purpose and

Amount Time Description Business Relationship

Travel Cost of each separate expense Dates you Destination or area Purpose: Business purpose for the expense
for travel, lodging, and meals. left and of your travel or the business benefit gained or expected
Incidental expenses may be returned for (name of city, town, | to be gained.
totaled in reasonable categories each trip or other
such as taxis, fees and tips, etc. and number designation). Relationship: N/A

of days
spent on
business.

Entertainment Cost of each separate expense. Date of Name and address Purpose: Business purpose for the expense
Incidental expenses such as entertainment. | or location of place | or the business benefit gained or expected
taxis, telephones, etc., may be (Also see of entertainment. to be gained.
totaled on a daily basis. Business Type of For entertainment, the nature of the

Purpose.) entertainment if not | business discussion or activity. If the
otherwise apparent. | entertainment was directly before or after a
(Also see Business business discussion: the date, place, nature,
Purpose.) and duration of the business discussion,
and the identities of the persons who took

Gifts Cost of the gift. Date of the Description of the part in both the business discussion and the

gift. gift. entertainment activity.
Relationship: Occupations or other
information (such as names, titles, or other
designations) about the recipients that
shows their business relationship to you.
For entertainment, you must also prove that
you or your employee was present if the
entertainment was a business meal.

Transportation | Cost of each separate expense. Date of the Your business Purpose: Business purpose for the expense.
For car expenses, the cost of expense. destination.
the car and any improvements, For car Relationship: N/A
the date you started using it for expenses,
business, the mileage for each the date of
business use, and the total miles | the use of
for the year. the car.
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