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MEMORANDUM FI NDI NGS OF FACT AND CPI NI ON

PARR, Judge: Respondent determ ned a $31, 714 deficiency in

petitioners' 1995 Federal inconme tax, an addition to tax under



section 6654(a)! in the anmobunt of $1,719.60, and an accuracy-
rel ated penalty under section 6662(a) in the amobunt of $6, 342. 80.

After concessions, the issues for decision are: (1) Whether
for 1995 petitioners are entitled to certain deductions rel ated
to petitioner's hone office. W hold they are not. (2) Whether
for 1995 petitioners are liable for the accuracy-rel ated penalty
pursuant to section 6662(a). W hold they are.

Sone of the facts have been stipulated and are so found.
The stipulated facts and the acconpanyi ng exhibits are
i ncorporated herein by this reference. At the tine the petition
inthis case was filed, petitioners resided in Ednonds,
Washi ngt on.

FI NDI NGS OF FACT

Petitioner has been in the floor covering business since
1962. Each norning petitioner spends approximately 1 hour in his
home office contacting custoners, builders, and suppliers. Wen
petitioner returns honme at night, he spends a few nore hours in
his home office preparing various paperwork and returning calls
to people who | eft nmessages on his answering machi ne during the

day.

IAIl section references are to the Internal Revenue Code in
effect for the taxable year in issue, and all Rule references are
to the Tax Court Rules of Practice and Procedure, unless
ot herwi se indicated. References to petitioner are to Roy J.

Col e.
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Petitioners' hone is approximtely 1,300 square feet, and
petitioner's hone office is approximtely 110 square feet. Wen
petitioners' children grew up and noved out, petitioner converted
one of the bedroons in the house for use as a hone office.

Petitioner does not have an office | ocated anywhere el se and
does not use this roomin the house for any purpose other than a
home office. No person other than petitioner uses the room
There is no bed or dresser located in the room and petitioner
does not use the roomfor any type of storage.

Petitioner has one phone line for the household that doubles
as a business line. Petitioner keeps business-related naterials
in the room such as a conputer, books pertaining to his trade,
and busi ness records.

Respondent did not raise an issue regardi ng substantiation.

OPI NI ON

Section 162(a) allows a deduction for the ordinary and
necessary expenses paid or incurred during the taxable year in
carrying on a trade or business.

Section 280A, in general, disallows deductions with respect
to the use of a dwelling unit that is used by the taxpayer during
the taxable year as a residence. However, section 280A(c) (1) (A
permts the deduction of expenses allocable to a portion of the
dwel ling unit which is exclusively used on a regular basis as

"the principal place of business for any trade or business of the



taxpayer". Thus, to qualify under section 280A(c) for a hone
of fi ce deduction, petitioner nmust establish that a portion of his
dwelling is (1) exclusively used, (2) on a regular basis, and (3)
as the principal place of business for his trade or business.

See Hamacher v. Conm ssioner, 94 T.C. 348, 353 (1990).

W are satisfied that petitioner's honme office was used
exclusively and regularly in petitioner's business. W now
consi der whether petitioner's hone office was his principal place
of busi ness.

In Conm ssioner v. Soliman, 506 U. S. 168 (1993), the Suprene

Court identified two primary factors to be considered in deciding
whet her a honme office is the taxpayer's principal place of

busi ness: (1) The relative inportance of the activities perforned
at each business location, and (2) the tine spent at each place.
See id. at 175. The relative inportance of the activities
performed at each business location is to be determ ned by the
basic characteristics of the taxpayer's particul ar business. The
poi nt where goods and services are delivered nust be given great
wei ght in determ ning the place where the nost inportant
functions are perforned. See id.

In Conm ssioner v. Solinman, supra, the taxpayer was an

anest hesi ol ogi st who divided the practice of his profession anpong
three hospitals in Maryland and Virginia. The taxpayer

adm ni stered the anesthesia, cared for patients after surgery,



and treated patients for pain at the hospitals. See id. at 170.
None of the three hospitals provided the taxpayer with an offi ce.
See id.

The taxpayer had a spare bedroomin his residence which he
used exclusively as an office. See id. The taxpayer did not
meet with patients at his honme office, but he did spend 2 to 3
hours per day there perform ng various adm nistrative tasks, such
as: (1) Contacting patients, surgeons, and hospitals by
t el ephone, (2) maintaining billing records and patient |ogs, (3)
preparing for treatnments and presentations, (4) satisfying
conti nui ng nedi cal education requirenents, and (5) reading
medi cal journals and books. See id. On the basis of these
ci rcunst ances, the Suprene Court held that the honme office was
not the taxpayer's principal place of business, and therefore the
t axpayer was not entitled to a deduction for honme office
expenses. See id. at 178-179.

In the instant case, petitioner's services are not perforned
at the hone office. Instead, his floor covering services are
performed at the job sites. Therefore, while the honme office was
an inportant place for petitioner's business, we cannot say that

it was his principal place of business. Accordingly, petitioner
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has not satisfied the requirenents of section 280A and i s not
entitled to a deduction for the use of a honme office.?

In addition, respondent determ ned an accuracy-rel ated
penal ty pursuant to section 6662(a). Section 6662 provides for
an accuracy-rel ated penalty equal to 20 percent of the portion of
t he under paynment due to negligence or disregard of rules or
regul ations. For purposes of section 6662, negligence "includes
any failure to make a reasonable attenpt to conply with the * * *
[income tax | aws] " and disregard "includes any carel ess,
reckless, or intentional disregard.” See sec. 6662(c).

The Conmm ssioner's determ nations are presunptively correct,
and the taxpayer bears the burden of proving otherwi se. See Rule

142(a); Welch v. Helvering, 290 U. S. 111, 115 (1933). Petitioner

testified that he did not think he was negligent. Petitioner has
failed to carry his burden. Accordingly, respondent is sustained

on this issue.

2For tax years beginning after Dec. 31, 1998, sec.
280A(c) (1) has been anended to read: "the term' principal place
of business' includes a place of business which is used by the
t axpayer for the adm nistrative or managenent activities of any
trade or business of the taxpayer if there is no other fixed
| ocation of such trade or business where the taxpayer conducts
substantial adm nistrative or managenent activities of such trade
or business.” Qur holding regarding petitioner's honme office for
his 1995 taxabl e year does not inply that petitioner may not be
eligible for a home office deduction in the future.



For the foregoing reasons,

Decision will be entered

under Rul e 155.




