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CARLUZZO, Special Trial Judge: This case was heard pursuant

to the provisions of section 7463 of the Internal Revenue Code in
effect at the tine the petition was filed. Unless otherw se

i ndi cat ed, subsequent section references are to the |Internal
Revenue Code in effect for 1995 and 1996. Rule references are to
the Tax Court Rules of Practice and Procedure. The decision to
be entered is not reviewable by any other court, and this opinion

shoul d not be cited as authority.
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Respondent determ ned deficiencies of $2,435 and $3, 545
in petitioners’ Federal incone taxes for 1995 and 1996,
respectively. The issues for decision for each year in issue
are: (1) Wether petitioners are entitled to various deductions
clainmed on a Schedule C, and (2) whether petitioners are entitled
to a charitable contribution deduction greater than the anount
al | oned by respondent.
Backgr ound

Sone of the facts have been stipulated and are so found.
Petitioners are husband and wife. At the tine the petition was
filed, they resided in Dayton, Ohio. References to petitioner
are to Roger F. Ellis.?

Petitioner holds undergraduate and graduate degrees in
el ectrical engineering. 1In 1989, at the age of 44, after 21
years of mlitary service, petitioner retired fromthe United
States Air Force (USAF). Wile in the USAF, petitioner was
involved in the acquisition of mssiles, aircraft, and, as he
testified at trial, “things of that type”. Hs mlitary
assignnents al so included flight and systens tests.

Shortly after retiring fromthe mlitary, petitioner began

! Carolyn R Ellis neither signed the stipulation of facts
nor appeared at trial. The case will be dism ssed as to her for
| ack of prosecution. The decision to be entered with respect to
her will reflect the disposition of the issues considered in this
opinion, as well as those issues agreed upon by respondent and
petitioner.
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to | ook for enploynent as a technical consultant or engineering
manager for private sector defense contractors. During the years
in issue, petitioner’s search for enploynent included driving to,
or otherw se contacting, numerous conpanies that m ght have a
need for the types of services he offered. Petitioner apparently
worked for a tinme during 1991, but after that he remained

unenpl oyed until January 1999 when he was offered and accepted
enpl oynent as a civilian engineer with the USAF.

Petitioner’s records indicate that, in connection with his
search for enploynent, he visited the offices of Mdern
Technol ogi es Corp. in Dayton, Chio, nunerous tines, perhaps as
often as once a nonth, during 1995. |In response to an inquiry
made by respondent’s agent during the exam nation, that conpany
i ndicated that petitioner had not made any contacts with it
regardi ng enpl oynent during 1995 or 1996.

Petitioners have three daughters. During the years in
i ssue, one attended college in Birmngham Al abama; one attended
college in WIliansburg, Kentucky; and the third was enpl oyed in
Col unmbi a, Mssouri. Three or four times each year, petitioner or
petitioners traveled to those cities where one of their daughters
was |iving.

Petitioners are, and were during the years in issue, active
menbers of the First Baptist Church of Fairborn, GChio (the

Church). Carolyn R Ellis was enployed as a secretary by the
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Church during 1995 and 1996. Petitioner serves as one of its
deacons. He is the Church historian and, as such, provides
services as a photographer. Petitioners regularly attended
Church services and nade cash and personal property contributions
to it during 1995 and 1996. As an official of the Church,
petitioner attended various Church neetings regularly.

During both years in issue, petitioners also nmade cash and
personal property donations to various other organizations. They
mai nt ai ned at | east one checking account (the account). Sone of
t he cash donations nade to the Church and ot her organizations
were made through the account. It appears that cancel ed checks
drawn on the account were not routinely returned to petitioners.
| nstead, a carbon copy of the check was created each tinme a check
was witten, and petitioners retained those carbon copies. For
the year 1995, there are carbon copies of 11 checks, each for
$250, payable to the Baptist Health Foundation. According to the
records of the Baptist Health Foundation, petitioners nmade no
donations to that organization in 1995 or 1996.

Petitioners filed a tinely joint Federal inconme tax return
for each year in issue. Included with each return is a Schedul e
C, Profit or Loss from Business, on which they reported the

follow ng itens:



1995 1996

G oss i ncone - 0 - - 0 -
Adverti sing $53 $82
Car & truck 4,756 4, 559
Depr eci ati on 2,431 1,091
| nsur ance 178 113
Legal & prof. svcs. 139 204
O fice expense 799 635
Repairs & mai nt enance 295 52
Suppl i es 325 603
Taxes & |icenses 158 121
Travel 1,100 1,722
Meal s & ent. (less 50% 719 694
Uilities 2,093 2,296
Total |oss 13, 046 12,172

The Schedules Crelate to petitioner’s activities in seeking
enpl oynent as a consulting engineer. The deductions clainmed for
travel and neals include trips taken by petitioner, or
petitioners, to Birm ngham Al abama, W/II|iansburg, Kentucky, and
Col unmbi a, Mssouri. The deductions for utilities relate to the
use of a portion of petitioners’ residence as an office. The
deductions for car and truck expenses were conputed by using the
applicable standard m | eage rate. For each year, petitioner’s
records indicate that he typically drove 35 to 50 m | es per day,
5 days a week, in order to make personal contact with prospective
enpl oyers.

For each year, petitioners elected to item ze deductions and
i ncluded a Schedule A, Item zed Deductions, with each return.
Anmong ot her deductions clainmed on the Schedul es A, petitioners

cl ai nred deductions of $8, 328 and $10, 827 for 1995 and 1996,



- 6 -

respectively, for cash gifts to charities.
In the notice of deficiency, respondent disallowed:

(1) Al of the deductions clained on the Schedules C, (2) $2,245
of the charitable contribution deduction clainmed for 1995; and
(3) the entire charitable contribution deduction clainmed for
1996. Anmong ot her reasons, the disall owances were based upon
| ack of substantiation. Oher adjustnments made in the notice of
deficiency are not in dispute.
Di scussi on

A. Schedul e C Deducti ons

For each year, petitioners clainmed nunmerous deductions on a
Schedule C. Al of the deductions were disallowed in the notice
of deficiency. Petitioners claimthat they are entitled to the
deducti ons because the underlying expenses were incurred by
petitioner in carrying on a trade or business as a self-enpl oyed
prof essi onal engineer. See sec. 162(a). W disagree.

Petitioner did not earn any inconme or provide any services
as an engi neer during either year in issue. The expenses
deducted on the Schedules Crelate primarily to his attenpts to
find enploynment. As we view the matter, the expenses that
underlie the Schedul e C deductions are properly characterized as
j ob hunting expenses. During tenporary periods of unenpl oynent,
j ob hunting expenses can be consi dered and deducted as trade or

busi ness expenses if the expenses are incurred during “a
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reasonabl e period of transition” between |eaving one position and

obt ai ning another. Haft v. Conmm ssioner, 40 T.C. 2, 6 (1963);

see al so Sherman v. Conm ssioner, T.C. Mnob. 1977-301.

In this case, petitioner retired as an engineer fromthe
USAF in 1989. He apparently was enployed in sone capacity as an
engi neer for an undi sclosed period in 1991, and he renmai ned
unenpl oyed fromthen throughout the years in issue until January
1999, when he was agai n enpl oyed as an engi neer by the USAF, this
time as a civilian. As of the beginning of 1995, petitioner had
been unenpl oyed for at least 3 years. W think that the
“reasonabl e period of transition” that began at the concl usion of
petitioner’s 1991 job expired sonetine before the beginning of
1995. Consequently, as of the beginning of 1995, petitioner
woul d no | onger be considered to be carrying on a trade or
busi ness within the neaning of section 162(a).

Moreover, even if we were to find that petitioner was
engaged in a trade or business during the years in issue, other
grounds exist for disallow ng particul ar deductions. For
exanpl e, because petitioners reported no gross incone fromthat
trade or business, no deductions attributable to the office in
petitioners’ honme would be allowable. See sec. 280A. The
deductions clainmed for travel and neals expenses relate primrily
to several trips each year to Birm ngham Al abama, WIIiansburg,

Kent ucky, and Col unbia, M ssouri. According to petitioner, those
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trips were taken for enploynent-rel ated purposes. On those
occasions when Carolyn R Ellis acconpanied petitioner, he
expl ained that she did so as his “advisor”. W think it nore
likely than not that the trips were taken primarily for personal
purposes; that is, so that one or both petitioners could visit
their children. The expenses of those trips constitute
nondeducti bl e personal or famly expenses. See sec. 262.
The car expense deduction is allowable only if petitioner
mai nt ai ned substantiating records. See secs. 274(d), 280F.
Assum ng, without finding, that petitioner’s records otherw se
satisfy the requirenents of section 274(d) and the regul ati ons
promul gated t hereunder, we reject themas unreliable.
Petitioner’s records indicate that he drove to the offices of one
prospective enpl oyer nunmerous tinmes during 1995; the prospective
enpl oyer clains no contacts were made. Simlarly, other
prospective enpl oyers could not confirmpetitioner’s clains to
have contacted themduring the years in issue. Rejecting
petitioner’s substantiating records, in effect, operates to deny
any deduction for car expenses.

We coul d continue to discuss other deductions clainmed on the
Schedul es C, but given our conclusion that the expenses are not
deducti bl e as trade or business expenses in the first place, we

see little purpose in doing so. Respondent’s adjustnents



- 9 -
disallowng all of the deductions clained on the Schedules C are
sust ai ned.

B. Charitable Contributi on Deducti ons

Petitioners clainmed charitable contribution deductions of
$8, 382 and $10, 827, for 1995 and 1996, respectively, on the
Schedules A included with their returns for those years. For
each year, they indicated that the contributions were made in
cash; but at trial, they clainmed that sone contributions
consi sted of donations of personal property and sone portion of
t he deductions was attributable to transportati on expenses.

In general, a taxpayer is allowed to deduct any
contributions or gifts nmade to qualifying organizations for their
use. See sec. 170(a). Subject to various exceptions, if
property other than noney is donated, “the anount of the
contribution is the fair market value of the property at the tine
of the contribution”. Sec. 1.170A-1(c)(1l), Incone Tax Regs.

Fair market value is defined as “the price at which the property
woul d change hands between a willing buyer and a wlling seller,
nei t her bei ng under any conpul sion to buy or sell and both having
reasonabl e knowl edge of relevant facts.” Sec. 1.170A-1(c)(2),

| ncome Tax Regs.

Section 1.170A-13(a)(1), Incone Tax Regs., requires that
charitable contribution deductions be substantiated by at | east

one of the follow ng:



(1) A cancel ed check.

(i) Areceipt fromthe donee charitable organization

showi ng the nane of the donee, the date of the

contribution, and the anount of the contribution. A

| etter or other conmunication fromthe donee charitable

or gani zati on acknow edgi ng recei pt of a contribution

and showi ng the date and anobunt of the contribution

constitutes a receipt * * *,

(ii1) I'n the absence of a cancel ed check or receipt

fromthe donee charitable organization, other reliable

witten records show ng the name of the donee, the date

of the contribution, and the anount of the

contri bution.
If the donation is a small anmount, any witten or other evidence
fromthe donee charitabl e organizati on acknow edgi ng receipt is
generally sufficient. The reliability of the records is
determ ned on the basis of all relevant facts and circunstances.
See sec. 1.170A-13(a)(2)(i)(O, Incone Tax Regs.

At trial, petitioners did not indicate how much of the
cl ai mred deduction for each year consisted of cash donations and
how much consi sted of donations of personal property. Instead,
in addition to petitioner’s generalized testinony regarding their
contributions practices, they produced as substantiation for the
deductions: (1) Conputer-generated summaries; (2) carbon copies
of checks witten to various organi zations, including, anong

ot hers, the Church and the Baptist Health Association; (3)

recei pts for donations to various organizations, including the
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Church, the Christian Coalition, the Fam |y Research Counci l
Focus on the Famly, the Forest R dge Cub Scouts, and Goodw ||
| ndustries; and (4) receipts for the purchase of various itens of
personal property, which according to petitioners, were donated
directly to needy famlies, or to organizations that distributed
the donated property to needy famlies. Also, at trial
petitioners clained that a portion of their charitable
contribution deduction for each year consists of transportation
expenses that petitioner incurred to fulfill his obligations as
an official of the Church

We question the reliability of the carbon copies of checks
presented as substantiation for various cash contributions. For
the year 1995, there are carbon copies of 11 checks, each for
$250, nade payable to the Baptist Health Foundation. According
to that organization, no donations were nmade by petitioners
during that year. Petitioner did not explain this inconsistency
at trial. Ignoring the carbon copies of the checks, and taking
into account the receipts fromthe various organi zations, we find
that for the year 1995, petitioners are not entitled to a
charitable contribution deduction greater than the anount all owed
by respondent. W further find that petitioners are entitled to
a charitable contribution deduction for the year 1996 in an

anount conputed as foll ows:
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Cash contributions to the Church $3, 705. 00
Cash donations to other organi zations 863. 48
Transportati on expenses

(see sec. 1.170A-1(g), lIncone Tax Regs.;

Rev. Proc. 95-54, 1995-2 C. B. 450) 463. 20
Personal property donated to the Church 659. 99
Personal property donated to ot her

or gani zati ons 571.25

Tot al 6, 262. 92

Revi ewed and adopted as the report of the Small Tax Case
Di vi si on.

To reflect the foregoing and respondent’s concession of the
section 6663 penalty for each year,

An appropriate order

will be issued, and decision

will be entered under Rul e

155.



