Documentation Requirements for Business Use of a Vehicle Purchased in the Name of a Schedule C LLC
The business use of a vehicle is subject to strict substantiation requirements under IRC § 274(d) and related Treasury Regulations. These requirements apply to vehicles classified as "listed property" under IRC § 280F(d)(4). To claim deductions for vehicle expenses on a Schedule C, the following documentation must be maintained:
1. Elements to Substantiate
Taxpayers must substantiate the following elements for each business use of the vehicle:
· Amount of the Expense: This includes the cost of fuel, maintenance, insurance, depreciation (if applicable), or the standard mileage rate.
· Mileage: 
· Total mileage for the taxable year (business and personal use combined).
· Mileage for each business use of the vehicle.
· Date of Use: The specific date(s) the vehicle was used for business purposes.
· Business Purpose: The purpose of the trip and how it relates to the trade or business.
Citations: See Temp. Treas. Reg. § 1.274-5T(b)(6) and IRC § 274(d).
2. Adequate Records
To meet the substantiation requirements, taxpayers must maintain adequate records. These include:
· Contemporaneous Logs or Records: 
· A mileage log, account book, diary, or similar record prepared contemporaneously with the use of the vehicle.
· The log should detail the date, mileage, and business purpose of each trip.
· Documentary Evidence: 
· Receipts, invoices, or other documents to substantiate expenses such as fuel, repairs, and insurance.
· For depreciation, records of the vehicle's purchase price, date placed in service, and any prior depreciation claimed.
Citations: See Temp. Treas. Reg. § 1.274-5T(c)(2) and IRC § 6001.
3. Standard Mileage Rate Option
Taxpayers may elect to use the standard mileage rate instead of actual expenses. If this method is chosen:
· A contemporaneous mileage log is still required to substantiate the total and business mileage.
· The taxpayer must document the business purpose of each trip.
Citations: See Temp. Treas. Reg. § 1.274-5(j)(2).
4. Special Rules for LLCs Treated as Sole Proprietorships
· If the Schedule C LLC is a disregarded entity for tax purposes, the vehicle's business use is reported on the individual's Schedule C.
· The same substantiation requirements apply as if the vehicle were owned personally.
5. Consequences of Noncompliance
· Failure to maintain adequate records or provide sufficient evidence will result in the disallowance of the deduction for vehicle expenses.
· Courts have consistently upheld the strict substantiation requirements, as seen in cases such as Sanford v. Commissioner, 50 T.C. 823 (1968), aff’d per curiam, 412 F.2d 201 (2d Cir. 1969).
Example of Adequate Documentation:
· A contemporaneous mileage log showing: 
· Date: May 1, 2025.
· Mileage: 25 miles.
· Location 
· Business Purpose: Meeting with a client to discuss a real estate transaction.
· Receipt for fuel purchased on the same day.
By adhering to these documentation requirements, taxpayers can ensure compliance with the substantiation rules and maximize their allowable deductions for business use of a vehicle.
Sources
1. Ryan Michael Sterling 10995_21L.pdf
2. Tick Creek Holdings, LLC, Bobby A. Branch, Tax Matters Partner 17382_19.pdf
3. Rodrigo Augusto Galvez Avilez & Dalawn Hernandez 9066_12S.pdf
4. Sean Liu & Xijie Yang 29121_14S.pdf
5. Vanney Associates, Inc. 25684_11.pdf

Additional articles:
https://bradfordtaxinstitute.com/Content/Tax-Deductions-for-Personal-Car-Used-for-S-Corporation-Business.aspx
IRS Auto Expense Documentation Requirements for a Vehicle Owned by an S Corporation
The IRS imposes strict substantiation requirements for vehicle expenses under IRC § 274(d) and related Treasury Regulations. These requirements are heightened because passenger automobiles are classified as "listed property" under IRC § 280F(d)(4). Below are the specific documentation requirements for an S Corporation to claim deductions for vehicle expenses:

1. Required Elements to Substantiate
The following elements must be documented for each business use of the vehicle:
· Amount of the Expense: Includes costs such as fuel, maintenance, insurance, depreciation (if applicable), or the standard mileage rate.
· Mileage: 
· Total mileage for the taxable year (business and personal combined).
· Mileage for each business use of the vehicle.
· Date of Use: The specific date(s) the vehicle was used for business purposes.
· Business Purpose: The purpose of the trip and how it relates to the S Corporation's trade or business.
· Business Relationship: If applicable, the relationship of the person using the vehicle to the S Corporation.
Citations: See IRC § 274(d) and Temp. Treas. Reg. § 1.274-5T(b)(6).

2. Adequate Records
To meet the substantiation requirements, the S Corporation must maintain adequate records. These include:
· Contemporaneous Logs or Records: 
· A mileage log, account book, diary, or similar record prepared contemporaneously with the use of the vehicle.
· The log should detail the date, mileage, and business purpose of each trip.
· Documentary Evidence: 
· Receipts, invoices, or other documents to substantiate expenses such as fuel, repairs, and insurance.
· For depreciation, records of the vehicle's purchase price, date placed in service, and any prior depreciation claimed.
Citations: See Temp. Treas. Reg. § 1.274-5T(c)(2) and IRC § 6001.

3. Standard Mileage Rate Option
If the S Corporation elects to use the standard mileage rate instead of actual expenses:
· A contemporaneous mileage log is still required to substantiate total and business mileage.
· The business purpose of each trip must also be documented.
Citations: See Temp. Treas. Reg. § 1.274-5(j)(2).

4. Special Considerations for S Corporations
· Employee Use of Corporate Vehicles: 
· If the vehicle is provided to an employee (including a shareholder-employee), the S Corporation must include the value of any personal use of the vehicle in the employee's wages as a taxable fringe benefit, unless the employee reimburses the corporation for personal use.
· The value of personal use is determined under Treas. Reg. § 1.61-21.
· Shareholder-Employee Use: 
· Shareholder-employees must maintain their own records to substantiate business use of the vehicle. The S Corporation must ensure that these records are sufficient to support the deduction at the corporate level.
Citations: See IRC § 1366(a)(1) and Treas. Reg. § 1.61-21(f).

5. Consequences of Noncompliance
· Failure to maintain adequate records or provide sufficient evidence will result in the disallowance of the deduction for vehicle expenses.
· The IRS does not allow estimates or approximations for vehicle expenses under the Cohan rule for listed property. Strict compliance with substantiation requirements is mandatory.
Citations: See Sanford v. Commissioner, 50 T.C. 823 (1968), aff’d per curiam, 412 F.2d 201 (2d Cir. 1969).

Example of Adequate Documentation:
· A contemporaneous mileage log showing: 
· Date: May 1, 2025.
· Mileage: 30 miles.
· Location 
· Business Purpose: Travel to meet a client for a project discussion.
· Receipt for fuel purchased on the same day.
By adhering to these documentation requirements, the S Corporation can ensure compliance with IRS rules and maximize its allowable deductions for vehicle expenses.
Sources
1. Ryan Michael Sterling 10995_21L.pdf
2. Ounkham Luangrath 27981_11.pdf
3. Vanney Associates, Inc. 25684_11.pdf
4. Moises A. Aviles 17039_18L.pdf
5. Richard S. Hussey 19249_18.pdf

