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MEMORANDUM FI NDI NGS OF FACT AND CPI NI ON

GCEKE, Judge: Respondent determ ned deficiencies in

petitioner’s 2001 and 2002 Federal incone tax of $1,372 and
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$1, 256, respectively. After concessions,! the issues renaining
for decision are:

(1) Wether petitioner is entitled to deductions for
advertising expenses above those that respondent allowed. W
hol d that he is not;

(2) whether petitioner is entitled to deductions for travel
expenses above those that respondent allowed. W hold that he is
not ;

(3) whether petitioner is entitled to deductions for neals
and entertai nment expenses above those that respondent all owed.
We hold that he is not; and

(4) whether petitioner is entitled to item zed deducti ons

above those that respondent allowed. W hold that he is not.

! Petitioner concedes that his gross receipts for 2001
shoul d be increased by $782. Respondent concedes (1) $283 of
di sput ed advertising expenses for 2001, |eaving $417 in dispute;
(2) $283 of disputed advertising expenses for 2002, |eaving
$1,200 in dispute; (3) $90.50 of disputed nedical expenses for
2001, leaving $4,152.50 in dispute; and that (4) petitioner is
not liable for penalties under sec. 6663 or 6673. Respondent
rai sed the issue of whether petitioner is entitled to the
standard deduction for 2002. Because petitioner clainmed item zed
deductions in 2002 instead of the standard deduction, the anount
of item zed deductions respondent allowed for 2002 is greater
than the standard deduction, and because respondent made no
argunents on this issue in the pretrial menorandum or el sewhere,
we deemit conceded. Respondent also raised the issue of whether
petitioner nust pay self-enploynent tax for 2001 and 2002.
Because respondent did not make any adjustnents to petitioner’s
sel f-enploynent tax in the notice of deficiency and did not
pursue this issue at trial, we deemit conceded.
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Respondent filed a notion to anmend his answer to assert the
fraud penalty under section 66632 and nade an oral notion to
I npose sanctions under section 6673. Respondent has conceded
t hese issues; therefore, we wll deny both notions as noot.

FI NDI NGS OF FACT

Sone facts have been stipulated and are so found. The
stipulated facts and the acconpanyi ng exhi bits are incorporated
herein by this reference. At the tinme he filed his petition,
petitioner resided in West Virginia.

During 2001 and 2002 petitioner worked for the State of West
Virginia as the program coordinator for the Small Business
Devel opnent Center. He also worked as an i ndependent i nsurance
sal esman.

For each year at issue, petitioner tinely filed a Form 1040,
U.S. Individual Inconme Tax Return, which included a Schedule C,
Profit or Loss From Business. Petitioner’s nother, Virginia i,
was the only dependent petitioner reported on his 2001 and 2002
income tax returns. Petitioner has two sons who lived in N geria
during 2001 and 2002.

On April 28, 2005, respondent issued a statutory notice of
deficiency to petitioner determ ning deficiencies of $1,372 and

$1, 256 for 2001 and 2002, respectively.

2 Al section references are to the Internal Revenue Code in
effect for the years in issue, and all Rule references are to the
Tax Court Rules of Practice and Procedure.



Adverti si ng Expenses

Petitioner claimed on his Schedule C $3,080 and $2,936 in
advertising expenses for 2001 and 2002, respectively. Respondent
concedes that petitioner may deduct $2,663 and $1, 736 for
advertising expenses paid in 2001 and 2002, respectively.
Petitioner clainms that the remaining anounts ($417 and $1, 200 for
2001 and 2002, respectively) are attributable to tel ephone and
newspaper expenses.

1. Travel Expenses

Petitioner claimed $2,990 in travel expenses for 2001;
respondent allowed $607. Petitioner clainmed $3,000 in travel
expenses for 2002; respondent allowed $165. Petitioner argues
that the disall owed anounts ($2,383 and $2,835 for 2001 and 2002,
respectively) are attributable to trips that he took to N geria
for two Insurance Brokers and Agents Associ ation (| BAA)
conferences. Petitioner created IBAA in 1999 and served as its
president in 2001 and 2002. According to the receipts petitioner
provi ded, each year he paid for a hotel room a vehicle rental
nmeal s, and tel ephone calls.

[11. Meal s and Entertai nnent

Petitioner clained $1,006 and $1,044 in neals and
entertai nment expenses for 2001 and 2002, respectively.
Respondent disall owed these deductions in their entirety. The

cl ai mred deductions are attributable to neals petitioner purchased
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at fast food restaurants for hinself and, in sone cases, other
people |listed on a spreadsheet petitioner maintained on his
conputer. The spreadsheet provides the dates, anounts spent,
restaurant nanes, business purposes, and the peopl e acconpanyi ng
petitioner during the neals. The all eged business purpose of
each neal was to devel op goodwi || and solicit business.

| V. | tem zed Deducti ons

Petitioner claimed on his Schedules A, |tem zed Deducti ons,
$4, 243 and $3, 752 in nedical expenses for 2001 and 2002,
respectively. Respondent concedes that petitioner paid $90.50 of
nmedi cal expenses in 2001. The disallowed anmounts ($4, 152.50 and
$3, 752 for 2001 and 2002, respectively) are attributable to
medi cal expenses that petitioner allegedly paid to the Lagos
State University Teaching Hospital in N geria (the Lagos
hospital) on behal f of his nother.

As evidence that he paid his nother’s nedical expenses in
2001 and 2002, petitioner initially stipulated two invoices from
t he Lagos hospital stanped as paid, each bearing the nanme of one
of petitioner’s sons living in Nigeria. Petitioner |later offered
into evidence another two invoices with the sane contents as the
original bills except that petitioner’s nother was naned on the
bills instead of his sons. Petitioner also offered a letter from
t he Lagos hospital that apparently acconpanied the second set of

invoices. The letter stated:
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As requested, the attached receipts reflect paynents

you made on behal f of your Mdther Virginia Qi for

years 2001 and 2002. Pl ease accept our apologies for

any i nconveni ence caused by the m x-up with your

children’s account, which should not have happened.
Petitioner explained that the invoices bear his sons’ nanes
because they picked up the invoices fromthe Lagos hospital.

Wil e one of the invoices states the date of the patient’s
adm ssion as August 10, 2001, and the date of discharge as
Novenber 21, 2001, petitioner concedes that this is incorrect and
hi s not her was not hospitalized in Nigeria in 2001. Petitioner
is not sure whether his nother was hospitalized in Nigeria in
2002. Petitioner explained that his nother was frequently in and
out of hospitals and doctors’ offices, and the Lagos hospital
kept an account of his nother’s expenses and billed him
periodically. Petitioner does not know exactly when his nother
was in Nigeria or received treatnment fromthe Lagos hospital

OPI NI ON

Petitioner clains that he is entitled to deductions for
busi ness and nedi cal expenses above the anmpunts respondent
al l owed. Section 162(a) allows a taxpayer to deduct ordinary and
necessary expenses paid or incurred in carrying on any trade or
busi ness. Section 213(a) allows a taxpayer to deduct personal
nmedi cal expenses of the taxpayer, his spouse, or a dependent to

the extent that the expenses exceed 7.5 percent of the taxpayer’s

adj usted gross incone (AdQ).
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A taxpayer has the burden of proving that the Conm ssioner’s
determ nations set forth in the notice of deficiency are

incorrect. Rule 142(a)(1l); Welch v. Helvering, 290 U. S. 111, 115

(1933).2% Deductions are a matter of |egislative grace, and a
t axpayer bears the burden of proving he is entitled to the

deductions. Rule 142(a)(1); INDOPCO, Inc. v. Conm ssioner, 503

US 79, 84 (1992); New Colonial Ice Co. v. Helvering, 292 U S

435, 440 (1934). In addition, a taxpayer nust keep sufficient
records to substantiate any deductions clained. Sec. 6001; New

Colonial lIce. Co. v. Helvering, supra at 440.

| . Advertising Expenses

Petitioner clains entitlenment to deductions respondent
di sal | oned of $417 and $1, 200 for advertising expenses paid in
2001 and 2002, respectively. Petitioner asserts that these
anounts are attributable to phone and newspaper expenses.
Petitioner presented no evidence or argunents that the expenses
were paid in carrying on his trade or business and were not
personal expenses. See secs. 162(a), 262. Therefore, we sustain
respondent’s determ nation disallow ng the advertising expenses

above those all owed.

3 Petitioner did not present evidence or argunents that he
satisfied the requirenents of sec. 7491(a).



1. Travel Expenses

Petitioner clains entitlenment to deductions respondent
di sal | oned of $2,383 and $2,835 for 2001 and 2002, respectively,
for travel expenses incurred while in Nigeria for two | BAA
conf er ences.

Section 274(h)(1) provides that no deduction shall be
al l oned for expenses allocable to a convention or simlar neeting
hel d outside of North America unless the taxpayer establishes
that the neeting is directly related to the active conduct of his
trade or business and that it is as reasonable for the neeting to
be held outside the North Anerican area as within the North
Anerican area, considering:

(A) the purpose of such neeting and the activities
taki ng place at such neeting,

(B) the purposes and activities of the sponsoring
organi zati ons or groups,

(© the residences of the active nenbers of the
sponsoring organi zation and the places at which other

nmeeti ngs of the sponsoring organization or groups have been
held or wll be held, and

(D) such other relevant factors as the taxpayer nmay
present * * *.

Petitioner asserts that the purpose of his trips to N geria
was to attend | BAA conferences, where he | earned about the effect
of gl obalization on the insurance business and devel oped busi ness
contacts with the attendees. To substantiate his claim

petitioner submtted into evidence the initial drafts of the
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conf erence agendas, which he printed out in preparation for
trial. At trial petitioner provided the nanes of two ot her
menbers of | BAA who attended the neeting, but not their
resi dences.

We find that petitioner’s testinony and the draft agendas do
not establish that any conferences actually took place during
petitioner’s trips to Nigeria. Even if we were to find that the
conferences were held, the draft agendas do not adequately
describe the activities that took place at the conferences.
Furthernore, petitioner’s testinony about the general purpose of
| BAA and the conferences did not establish that it was reasonabl e
for the conferences, if they took place, to be held in N geria
instead of in North Anerica.* Therefore, we sustain respondent’s
determ nation disallow ng the travel expenses above those
al | oned.

[11. Meal s and Entertai nnent

Petitioner clainms entitlenment to deductions of $1,006 and
$1,044 for nmeal and entertai nment expenses incurred in 2001 and
2002, respectively. Petitioner’s evidence consisted of his
spreadsheet |isting basic information about the neals, copies of

recei pts for neals, and copies of checks nmade out to restaurants.

4 Sec. 274(c) also contains special rules that apply to
foreign travel. Because we find that petitioner has not
satisfied the requirenents of sec. 274(h), we need not address
sec. 274(c).
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Section 274(d) provides that no deduction or credit is
al l oned for expenses for neals or entertai nnent unless the
t axpayer substanti ates by adequate records or sufficient evidence
corroborating the taxpayer’s own statenent: (1) The anmount of
such expenses; (2) the tinme and place of the neal or
entertai nnment; (3) the business purpose of the expenses; and (4)
if the expense is for entertainnent, the business relationship to
t he taxpayer of the persons entertained.

Petitioner presented no evidence or argunents as to his
relationship to the people listed on the spreadsheet. W find
that the nmeals that petitioner apparently ate al one had no
busi ness pur pose because petitioner was not devel opi ng goodw I |
or soliciting business and petitioner offered no evidence or
argunments of any other business purpose for the neals.

Therefore, we sustain respondent’s determ nation that petitioner
is not entitled to any Schedul e C deductions for neals or
ent ertai nment.

| V. | tem zed Deducti ons

Petitioner clains entitlenment to deductions respondent
di sal | owed of $4,152.50 and $3, 752 for 2001 and 2002,
respectively, for nedical expenses he paid to the Lagos hospital
for treatnment provided to his nother.

Respondent argues that the evidence presented indicates that

it was petitioner’s sons who were hospitalized in 2001 and 2002,
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not petitioner’s nother. Even if we were to accept petitioner’s
expl anation of why the invoices originally contained his sons’
names rather than his nother’'s, there is no evidence that it was
petitioner who paid his nother’s nedical expenses. Furthernore,
we find that the invoices fromthe Lagos hospital are not
aut hentic, and we accord themno weight. |If we were to accept
petitioner’s explanation, the Lagos hospital nust have prepared
the i nvoi ces when petitioner’s sons picked themup instead of at
the time petitioner was actually billed, and consequently they
cannot be the original invoices. Furthernore, the Lagos hospital
coul d not have been maintaining careful records if it m snanmed
the patient on two occasions (again presum ng that the sons
pi cked up the receipts on different days; otherwise it is not
cl ear why one son did not pick up both receipts) and
m srepresented when the patient was hospitalized on one of the
i nvoi ces.

Therefore, we find that petitioner has failed to
substantiate that he paid any nedi cal expenses on behalf of his
nmot her in 2001 or 2002. |In the absence of any credible
corroborating evidence, we sustain respondent’s determ nation

di sal | owi ng deductions for nedical expenses.?®

5> Respondent concedes that petitioner paid $90.50 of nedical
expenses in 2001. However, that anount does not exceed 7.5
percent of petitioner’s adjusted gross inconme for 2001 and
therefore is not allowed. See sec. 213(a).
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To reflect the foregoing and the concessions of the parties,

An appropriate order wll

be issued, and decision wll

be entered under Rul e 155.




