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MEMORANDUM FI NDI NGS OF FACT AND CPI NI ON

COHEN, Judge: Respondent deternined a deficiency of $5,178
in petitioner’s Federal inconme tax and an accuracy-rel ated
penalty of $1,035.60 for 2007. After concessions by both
parties, the issues remaining for decision are whether petitioner
is entitled to additional item zed deducti ons beyond those

conceded by respondent and whether petitioner is |iable for the
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accuracy-rel ated penalty under section 6662(a). Unless otherw se
indicated, all section references are to the Internal Revenue
Code in effect for the year in issue, and all Rule references are
to the Tax Court Rules of Practice and Procedure.
FI NDI NGS OF FACT

Sonme of the facts have been stipulated, and the stipul ated
facts are incorporated in our findings by this reference.
Petitioner resided in California at the tinme she filed her
petition. During 2007 petitioner’s primary enploynment was as an
el ementary school teacher wth the Los Angel es Unified School
District (LAUSD), where she taught classes including health,
nutrition, and fitness. During 2007, under LAUSD s policy,
teachers were provided with basic supplies for classroomuse, and
pur chases of anything beyond basic supplies were left to the
teacher’s discretion. Petitioner was not reinbursed by LAUSD for
any itens that she purchased for her classroom LAUSD did not
have a continuing education requirenent that applied to
petitioner in 2007.

Petitioner also had two part-tine jobs in 2007: (1)
Aerobics instructor and personal trainer at Spectrum C ub Hol di ng
Co. (Spectrum and (2) workshop facilitator and |iaison for
school s at The EduCare Foundation (EduCare). EduCare’s
rei mbursenment policy for 2007 outlined that m | eage woul d be

reinmbursed at a rate of 20 cents per mle and that enpl oyees
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woul d be reinbursed for “very basic office supplies” if they
presented receipts. Petitioner received Forns W2, WAage and Tax
Statenment, for 2007 reporting earnings fromEduCare of $13, 489
and from Spectrum of $1,577. 50.

In April 2007 petitioner went on a 10-night cruise, sailing
fromVenice, Italy, to various locations in the Mditerranean.
Including airfare, spa visits and ot her onboard expenses, and a
passport and a visa, the total cost was $8,516.73. Petitioner
did not take classes related to her enploynent while on the
crui se.

Petitioner’s 2007 tax return was prepared by a return
preparer who received frompetitioner the total expenses to claim
as deductions on the return wi thout receipts and/ or other
supporting docunents. On the 2007 tax return, petitioner clained
item zed deductions including unrei nbursed enpl oyee expenses of
$23, 268, consisting of qualified educator expenses of $18, 378
(it ncluding the cost of her April 2007 trip), union and
prof essi onal dues of $2,223, tax preparation fees of $350, and
ot her educati on expenses of $2,317. 1In the notice of deficiency
dated March 23, 2010, the Internal Revenue Service (IRS)

di sal | oned t hese cl ai mred deducti ons.

Thereafter, petitioner supplied to the I RS docunents,

i ncl udi ng nunerous receipts, that were separated into the

foll ow ng categories: Cothing, personal wellness, food, travel,
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classes, field trips, and supplies. Petitioner has conceded that
she is not entitled to claimdeductions for the expenses in the
categories identified as clothing, personal wellness, and food
itens. Respondent has conceded that petitioner is entitled to
deductions for sonme of the clainmed expenses, including the union
and professional dues fees and the tax preparation fees.
OPI NI ON

The deductions petitioner clainmd on her tax return for 2007
that remain at issue are unrei nbursed enpl oyee expenses
consisting of: (1) $4,299 for classes/education; (2) $8,516.73
for travel and $990.47 for field trips; and (3) $8,779.51 for
suppl i es.

A taxpayer bears the burden of proving that he or she is

entitled to any deductions clained. See New Colonial Ice Co. v.

Hel vering, 292 U. S. 435, 440 (1934); Rockwell v. Conm ssioner,
512 F.2d 882, 886 (9th Cr. 1975), affg. T.C. Meno. 1972-133.
Cenerally, a taxpayer nust keep records sufficient to establish
the amounts of the itens reported on his or her Federal incone
tax return. Sec. 6001; sec. 1.6001-1(a), (e), Incone Tax Regs.
Per sonal expenses are not deductible. Sec. 262.

A taxpayer may deduct unrei nbursed enpl oyee expenses as an
ordi nary and necessary busi ness expense under section 162. Lucas

v. Comm ssioner, 79 T.C. 1, 6 (1982). The expenses nust be

directly or proximately related to the taxpayer’s trade or
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busi ness. Deputy v. du Pont, 308 U. S. 488, 493-495 (1940); sec.

1.162-1, Income Tax Regs. An enployee’s trade or business is
earning his or her conpensation, and generally only those
expenses that are related to the continuation of enploynent are

deducti ble. Noland v. Conm ssioner, 269 F.2d 108, 111 (4th G

1959), affg. T.C. Meno. 1958-60. A trade or business expense
deduction is not allowable to an enployee to the extent that the
enployee is entitled to rei nmbursenent froman enployer. Owvis v.

Conm ssi oner, 788 F.2d 1406, 1408 (9th GCr. 1986), affg. T.C

Meno. 1984-533. Along with other m scel |l aneous item zed
deducti ons, unrei nbursed enpl oyee expenses are subject to the 2-
percent limtation of section 67(a).

Cl ai ned d asses/ Educati on Expenses

Educati on expenses are considered ordinary and necessary
busi ness expenses if the education maintains or inproves skills
required by the taxpayer in his or her enploynent or neets the
express requirenents of an enpl oyer inposed as a condition for
t he taxpayer’s continued enpl oynent, status, or rate of
conpensation. Sec. 1.162-5(a), Incone Tax Regs.

Petitioner produced one receipt that showed that she paid
$2,250 to Morter Health Systens New for a “Professional B.E S. T.
Prograni in April 2007. Petitioner testified that this was a
heal th course but supplied no other evidence regarding this

programor how it related to her enploynent. Petitioner also
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produced a recei pt showing that she paid $52 for a beach
vol | eybal | course that net on Mondays from April 9 to June 4,
2007. Petitioner did not show that she was required to teach
beach vol |l eyball or acquire these skills as a condition of her
enpl oynent. Because petitioner has failed to fulfill the burden
of proving that she is entitled to these purported education
expenses, we sustain respondent’s disall owance.

Petitioner also contends that she is entitled to the
deduction that she clained for a “WarriorSage, Inc. Illum nation
| nt ensi ve” sem nar that she paid for and attended in 2008.
Because this expense was not incurred in 2007 it was properly
di sal | oned by respondent.

C ai nred Travel Expenses

Under section 274(m(2), no deduction is allowed “for
expenses for travel as a formof education.” However, taxpayers
may deduct expenses incurred while traveling away from hone if
the trip is primarily to obtain education that has the requisite
relation to the taxpayer’s business. Sec. 1.162-5(e)(1), Inconme
Tax Regs. |If as an incident of such trip the taxpayer engages in
sone personal activity such as “sightseeing, social visiting, or
entertaining, or other recreation”, the portion of the expenses
attributable to such personal activities is not deductible

pursuant to section 262. 1d.
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To deduct expenses incurred for travel, neals, and | odgi ng
whil e away from hone on job-rel ated education, a taxpayer nust
satisfy the strict substantiation requirenents of section 274(d).
Section 274(d) disallows deductions for traveling expenses,

i ncludi ng neal s and | odgi ng, unless the taxpayer substantiates by
adequate records or by sufficient evidence corroborating the
taxpayer’s own statenent: (1) The anmount of such expense, (2)
the time and pl ace such expense was incurred, and (3) the

busi ness purpose for which such expense was incurred. See sec.
1.274-5T(b)(2), Tenporary Incone Tax Regs., 50 Fed. Reg. 46014
(Nov. 6, 1985). Adequate records generally nust be witten and
must be prepared or mai ntained such that a record of each el enent
of an expenditure or use that nust be substantiated is nmade at or
near the tinme of the expenditure or use when the taxpayer has
full present know edge of each elenent. See sec. 1.274-
5T(c)(2)(ii)(C, Tenporary Incone Tax Regs., 50 Fed. Reg. 46018
(Nov. 6, 1985). 1In the alternative, each el enent of an
expenditure or use nust be established by the taxpayer’s own
witten or oral statement “containing specific information in
detail as to such element” conbined with corroborative evidence
to establish such element. Sec. 1.274-5T(c)(3)(i), Tenporary

I ncone Tax Regs., 50 Fed. Reg. 46020 (Nov. 6, 1985). Neither a

t axpayer nor the Court nay estimate perm ssible deductions that

do not satisfy the strict substantiation requirenents of section
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274(d). See Sanford v. Conmi ssioner, 50 T.C 823, 827-828

(1968), affd. per curiam412 F.2d 201 (2d Cr. 1969).

Petitioner produced receipts for the 10-day Mediterranean
cruise, including receipts for airfare to and fromltaly, onboard
expenses, and the costs of obtaining a passport and a visa. The
crui se invol ved sightseeing, spa visits, and other recreation.
The recei pts do not show any busi ness purpose behind the expenses
and do not satisfy the strict substantiation requirenents of
section 274(d). W conclude that the cruise and the associ ated
expenses are nondeducti bl e personal expenses.

Petitioner produced receipts that she clains are for weekend
field trips that served as “incentives” for her students. The
receipts are primarily for gasoline purchases and recreational
activities, such as novie tickets and two Di sneyl and adm ssi on
tickets. Another receipt, fromIMAX California ScienCenter,
lists the recipient as “Hooper Avenue El enmentary School”. The
recei pt shows the paynent was made by check, but no information
about the payor is |isted.

Petitioner has neither shown that the expenses for field
trips were an ordi nary and necessary expense for any of her
enpl oyers nor submtted evidence sufficient to substantiate these

cl ai mred expenses as required by section 274(d).



d ai ned Expenses for Supplies

The first $250 of deductions for expenses paid or incurred
in connection with books, supplies, conputer equipnment, other
equi pnent, and supplenentary materials used by an eligible
educator in the classroomis subtracted fromgross inconme to
determ ne the taxpayer’s adjusted gross incone. Sec.

62(a)(2) (D). Any substantiated expenses after the first $250
that relate to a taxpayer’s enploynent as a teacher wll be

al l oned as unrei nbursed enpl oyee expenses. |d. To claima
deduction for teaching supplies, it is not enough that the
supplies be hel pful to the students and appropriate for use in
the classroom they nust also be directly related to the
taxpayer’s job as a teacher and a necessary expense of being a

teacher. See Welch v. Helvering, 290 U. S 111, 113-114 (1933);

VWeatl and v. Conm ssioner, T.C. Mnpb. 1964-95.

Petitioner produced receipts for supplies totaling $9, 361.
Respondent has conceded that petitioner is entitled to claim
$581.59 of these expenses. Some of the receipts were dated in
years other than 2007 and are not relevant for petitioner’s 2007
tax return. The renunining clainmed expenses, totaling $8,779. 51,
are divided into the followi ng categories: (1) Student
“incentives”; (2) conputer; (3) classroominprovenent and
mai nt enance; (4) specialty chair and related itens; and (5)

fitness itens.
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1. dained Student |Incentives Expenses

Petitioner clained that as a teacher she occasionally used
“candy and sugar” as student incentives. A nunber of the
recei pts she offered to substantiate these expenses al so incl ude
other food itens and household goods. Petitioner also testified
that she purchased a U. S. savings bond that was presented to a
student in recognition of community service provided to the
school

There is no evidence that the school required the purchase
of the candy or the savings bond for petitioner’s students.
These expenses were not necessary to petitioner’s job; and no
matter how well intentioned, gifts to students are not deductible

as busi ness expenses. See Patterson v. Comm ssioner, T.C Meno.

1971-234.

Petitioner al so produced receipts for purchases of several
audi o players and testified that they “related” to her fifth-
grade cl asses. However, petitioner did not explain how the
purchase of the audi o players for her students was related to the
cl asses she was teaching, whether they were used in the
cl assroom or whether they were given as gifts to the students.
Accordi ngly, we sustain respondent’s determ nation that
petitioner is not entitled to claimdeductions for these

expenses. See Tesar v. Comm ssioner, T.C Meno. 1997-207,

VWheatl and v. Conm ssi oner, supra.
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2. dained Comput er Expense

Petitioner produced a receipt for the purchase of a | aptop
conputer. Petitioner testified that she used it both at hone and
at work.

Section 274(d) requires substantiation of any expense
incurred or paid wwth respect to certain listed property. Listed
property includes conputers. Sec. 280F(d)(4). Petitioner did
not provi de adequate substantiation of the business use of the
conputer. Accordingly, we sustain respondent’s disallowance of
t he deduction for the clained conputer expense.

3. dained dassroom | nprovement and Mii nt enance Expenses

Petitioner produced receipts purportedly for various
i nprovenents to and mai nt enance of her classroom Petitioner
testified that itens listed on the receipts from honme inprovenent
stores were for supplies to post materials in the classroom and
that “we had a sink issue in the classroomthat the school was
taking too long to fix so then | had to do sonething about it”.
These receipts list itens such as batteries, a vacuum swtch
pl ates, door |ocks, and floor tiles. Such purchases are not
ordi nary or necessary expenses for teaching for LAUSD. See

Deputy v. du Pont, 308 U S. at 494-495; Wlch v. Helvering, supra

at 113-114. Petitioner’s testinony as to these itens was vague
and uncorroborated. She has not shown that the expenses are

related to the continuation of her enploynent. See Noland v.
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Comm ssioner, 269 F.2d at 111. Thus, we agree with respondent’s

determ nation that these clained expenses are disall owed.

4. (Cained Cost of Specialty Chair and Related Itens

Petitioner produced a receipt fromRel ax The Back store for
$2,179.99 for itens including a specialty chair, an adjustable
headrest, a pillow, and ice/heat pads. Petitioner testified that
these itens were purchased because of a back injury that she
sust ai ned when rel ocating her classroomfromone roomto another.
These expenses were not an ordi nary and necessary expense of her

job. See Deputy v. du Pont, supra at 494-495; sec. 1.162-1,

| ncone Tax Regs. (Even if the cost of these itens qualified as a
medi cal expense reportable on Schedule A Item zed Deducti ons,
the total expense is not enough to overcone the 7.5-percent
adjusted gross incone limtation. See sec. 213(a).)

5. dained Expenses for Fitness Itens

Petitioner produced receipts fromsports and dance stores
and testified that these expenses were specifically related to
the fitness classes that she taught. Sonme of the receipts do not
describe the item purchased, and petitioner did not explain these
itens in her testinony. Oher receipts identify clothing itens.

For the cost of clothing and mai ntai ning such clothing to be
deducti ble as an ordinary and necessary busi ness expense, it nust

(1) be required or essential in the taxpayer’s enpl oynent,
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(2) not be suitable for general or personal wear, and (3) not be

so worn. Yeomans v. Comm ssioner, 30 T.C. 757, 767 (1958).

Petitioner testified that she purchased the fitness clothing
for work, but she never stated (and there is no evidence) that
the clothing was unsuitable for general or personal wear or that
it was not used away fromwork. W conclude that petitioner is
not entitled to deduct the expenses clained for fitness itens.

Accur acy- Rel ated Penalty

Section 6662(a) and (b)(1) and (2) inposes a 20-percent
accuracy-rel ated penalty on any underpaynent of Federal incone
tax attributable to a taxpayer’s negligence or disregard of rules
or reqgulations or substantial understatenent of incone tax.
Section 6662(c) defines negligence as including any failure to
make a reasonable attenpt to conply with the provisions of the
I nt ernal Revenue Code and defines disregard as any carel ess,
reckless, or intentional disregard. D sregard of rules or
regul ations is careless if the taxpayer does not exercise
reasonable diligence to determ ne the correctness of a return
position that is contrary to the rule or regulation. Sec.
1.6662-3(b)(2), Income Tax Regs. A substantial understatenent of
incone tax exists if the understatenment exceeds the greater of 10
percent of the tax required to be shown on the return or $5, 000.

Sec. 6662(d)(1)(A).
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Under section 7491(c) the Comm ssioner bears the burden of
production with regard to penalties and nust conme forward with

sufficient evidence indicating that it is appropriate to inpose

penalties. See Hi gbee v. Conm ssioner, 116 T.C. 438, 446 (2001).

However, once the Conm ssioner has net the burden of production,
t he burden of proof remains with the taxpayer, including the
burden of proving that the penalties are inappropriate because of
reasonabl e cause or substantial authority. See Rule 142(a);

Hi gbee v. Commi ssioner, supra at 446-447. Because of

respondent’s concessions, petitioner’s deficiency will not be a
substanti al understatenent; however, respondent asserts that the
penalty is applicable because of petitioner’s negligence and

di sregard of rules and regul ati ons.

Respondent has net the burden of production that
petitioner’s underpaynent of tax is attributable to negligence or
disregard of rules or regulations. Caimng personal expenses as
busi ness expenses and failing to maintain records substantiating
any valid deductions constitute negligence for purposes of

section 6662(a) and (b)(1l). See Hi gbee v. Conmm ssioner, supra at

449; sec. 1.6662-3(b)(1), Incone Tax Regs.
The accuracy-rel ated penalty under section 6662(a) is not
i nposed with respect to any portion of the underpaynent as to
whi ch the taxpayer acted with reasonabl e cause and in good faith.

Sec. 6664(c)(1l); H gbee v. Comm ssioner, supra at 448. The
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decision as to whether a taxpayer acted with reasonabl e cause and
in good faith is made on a case-by-case basis, taking into
account all of the pertinent facts and circunstances. See sec.
1.6664-4(b) (1), Income Tax Regs. Reliance on professional advice
may constitute reasonabl e cause and good faith, but only if,
under all the circunstances, such reliance was reasonabl e.

Hansen v. Conm ssioner, 471 F.3d 1021, 1032 (9th G r. 2006),

affg. T.C. Menp. 2004-269; Freytag v. Conm ssioner, 89 T.C. 849,

888 (1987), affd. 904 F.2d 1011 (5th Gr. 1990), affd. 501 U. S
868 (1991); sec. 1.6664-4(b)(1), Incone Tax Regs.

Petitioner testified that she relied on a nedical
prof essional and information presented at an LAUSD neeting with
respect to expenses that she clainmed as unrei nbursed enpl oyee
expenses. Petitioner has failed to provide evidence that those
whom she relied on were conpetent professionals with sufficient
expertise or that it was reasonable for her to rely on their

purported advice. See Neonatol ogy Associates, P. A v.

Commi ssioner, 115 T.C. 43, 99 (2000), affd. 299 F.3d 221 (3d Cr

2002). Further, any reliance upon petitioner’s tax return
preparer was not reasonabl e because petitioner provided the
return preparer with only the total expenses to be clained on her
return, not the receipts and/or other supporting docunents. W
sustain the application of the accuracy-related penalty under

section 6662.
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To reflect concessions and the foregoing,

Deci sion will be entered

under Rul e 155.




