T.C. Meno. 2007-84

UNI TED STATES TAX COURT

SUZANNE Z. ATAKY, Petitioner v.
COWMM SSI ONER OF | NTERNAL REVENUE, Respondent

Docket No. 21337-05. Filed April 9, 2007.

Suzanne Z. Ataky, pro se.

Mchelle L. Maniscalco, for respondent.

MEMORANDUM FI NDI NGS OF FACT AND OPI NI ON
SW FT, Judge: Respondent determ ned a $2,629 deficiency in
petitioner’s 2003 Federal incone tax.
Unl ess 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

Pr ocedur e.
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The issues for decision are whether petitioner is entitled

to ordinary deductions for (1) a $3,050 casualty loss, (2) a

$2, 060 busi ness bad debt, (3) a $2,940 busi ness travel expense,

(4) a $3, 850 business contract | abor expense, and (5) $2, 186 nore

in depreciation than respondent allowed.!?

FI NDI NGS OF FACT

Sone of the facts have been stipulated and are so found.

At the tinme the petition was filed, petitioner resided in
New Yor k, New Yor k.

Petitioner works full tine as a respiratory therapist.

In 2002, petitioner’s car was stolen and recovered. As a
result of the theft, petitioner’s car was damaged. The
i ndi vidual who stole petitioner’s car was not apprehended, and
petitioner’s car insurance policy did not cover the theft damage
to petitioner’s car.

In 2003, petitioner was involved in a mnor 2-car accident,
and again petitioner’s car was damaged. Petitioner did not
request fromthe driver of the other car paynent for the damage
to petitioner’s car, and petitioner did not repair the damage to
her car. Petitioner did not obtain an estimate of the fair

mar ket val ue of her car before and after the accident.

! The $2,186 in disputed depreciation also includes a sec.
179 expense deducti on.
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In 2003 and prior years, petitioner’s friend, Sege
Yassi evich (Sege), purchased froman Internet domain registrar
nunmerous I nternet domain nanes. The trial record does not
expl ain why Sege purchased the Internet domai n nanes or
petitioner’s involvenent in Sege’ s purchase thereof.

Sege prepared and petitioner tinely filed petitioner’s 2003
i ndi vi dual Federal inconme tax return on which petitioner
descri bed her business as “Internet Publishing” and on which
petitioner claimed, anong other things, ordinary deductions for a
$3, 050 casualty loss on the theft of a “notebook” and a “digital
canera”, a $2,060 business bad debt, $2,940 in business travel,
$3,850 in contract |abor, and $3,699 in depreciation. Also on
her 2003 Federal inconme tax return, petitioner clained to have
pl aced in service in 2003 a $2,100 “PC’ and $5, 640 in ot her
assets.

On audit, with the exception of $1,513 of the $3, 699 cl ai ned
depreci ati on expense, respondent disallowed all of the above
deductions clained by petitioner on her 2003 Federal incone tax
return.

The schedul e bel ow sumrari zes the di sputed deducti ons
claimed by petitioner on her 2003 Federal incone tax return and

t he deductions allowed by respondent:



Clained by Allowed by
Expense Deducti on Petitioner Respondent

Casual ty Loss $3, 050 - 0-

Busi ness Bad Debt 2, 060 - 0-

Busi ness Travel 2,940 - 0-

Contract Labor 3, 850 - 0-

Depr eci ati on 3,699 $1, 513
OPI NI ON

Taxpayers are expected to keep adequate books and records
to substantiate tax deductions clainmed. Sec. 6001; sec. 1.6001-
1(a), (e), Incone Tax Regs. Petitioner, however, has not
mai nt ai ned appropriate records to substantiate the deductions at
i ssue, and the burden of proof as to the deductions remains on
petitioner. Rule 142(a); sec. 7491(a)(1l) and (2).

A taxpayer may be entitled to a deduction for casualty
| osses in an anmount equal to the | esser of the decline in the
fair market value of the property caused by the casualty or the
taxpayer’s adjusted basis in the property. Sec. 165(a); sec.
1.165-7(b), Incone Tax Regs.

In calculating a casualty |loss, a property’ s fair market
val ue general ly nust be ascertai ned by conpetent appraisal. Sec.
1.165-7(a)(2)(i), Income Tax Regs. Alternatively, the anmount of

a casualty loss nmay be established by reasonable repair costs
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paid to restore property to its precasualty condition. Sec.
1.165-7(a)(2)(ii), Income Tax Regs.

Cenerally, a casualty | oss may be deducted in the year in
whi ch the loss occurs. Sec. 1.165-7(a)(1), Incone Tax Regs. A
reasonabl e prospect for reinbursenent of a loss (e.g., by
i nsurance or lawsuit) wll prevent a casualty |oss from being
deductible until the year in which the reasonabl e prospect for
rei mbursenent no |longer exists. Sec. 1.165-1(d)(2), |Incone Tax
Regs.

Petitioner no longer clainms that she is entitled to a $3, 050

casualty | oss deduction for thefts of a notebook and a digital
canera, as clainmed on her 2003 Federal incone tax return.
Rat her, petitioner now argues that the $3,050 clainmed casualty
| oss deduction is allowabl e based on theft damage that occurred
to her car in 2002 and acci dent damage that occurred to her car
in 2003.

Wthout a showing that petitioner in 2002 had a reasonabl e
prospect for reinbursenent of the costs of repairing the car
theft danage (deferring any casualty | oss deduction relating
thereto until at |east 2003) and that petitioner in 2003 had no
such prospect, a casualty |oss deduction relating to theft danage
to petitioner’s car is not available to petitioner in 2003.

As to the accident danage to petitioner’s car, because

petitioner did not repair her car and did not obtain an estimte
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or appraisal of its preaccident and postaccident fair market

val ue, we are unable to calculate or even to estinmate the anount
of a casualty | oss deduction allowable to petitioner. A repair
estimate that was produced by petitioner did not indicate the
expertise of the individual making the estimate, is addressed to
an individual other than petitioner, lists a |icense plate nunber
for the car different fromthe license plate nunber listed in the
police accident report, and is dated 6 nonths after the accident.

We disall ow as unsubstantiated petitioner’s 2003 cl ai ned
$3, 050 casualty | oss deduction relating to a 2002 car theft and a
2003 car acci dent.

Petitioner now argues that the $2,060 clai ned bad debt
deduction relates to airline tickets that she purchased in 2003
for a contractor as conpensation for the contractor’s future
services. Petitioner argues that the contractor did not perform
the services, that the contractor refused to refund to petitioner
the cost of the airline tickets, and that as a result petitioner
in 2003 realized a $2,060 bad debt.

Because petitioner, anong other things, did not produce
credi bl e evidence that she purchased airline tickets for a
contractor, petitioner has failed to substantiate the clai ned bad
debt deducti on.

W disall ow as unsubstantiated petitioner’s $2,060 cl ai ned

bad debt deducti on.
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Petitioner asserts that in 2003 petitioner and Sege took a
business trip to Russia and incurred $2,940 in airfare and
| odgi ng expense.

Petitioner did not substantiate the travel expense with
credi bl e evidence. Vague docunentation of travel expense
produced at trial did not relate to a business trip to Russia
and/ or | acked conpl et eness.

W disall ow as unsubstantiated petitioner’s $2,940 cl ai ned
busi ness travel deduction.

To substantiate a $3,850 paynent to a contractor, petitioner
produced a cancel ed check. The check, however, lists a payee
different fromthe alleged contractor and was witten for an
anmount different fromthe clainmed deduction. The discrepancies
bet ween the check and the $3,850 cl ai mned deducti on have not been
expl ai ned.

W disall ow as unsubstantiated petitioner’s $3,850 cl ai ned
busi ness expense deducti on.

Petitioner argues that in 2003 she purchased and placed in
service $7, 740 of business assets on which she is entitled to
$3,699 in depreciation. To substantiate her 2003 purchase of
$7,740 in business assets, petitioner offers a printout of a June
11, 2006, online transaction report which |ists Sege, not
petitioner, as the purchaser. Petitioner has not produced

credi bl e evidence that she purchased the assets in question.
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We disall ow as unsubstantiated the $2,186 in depreciation
di sal | oned by respondent.

Primarily for lack of substantiation, anong other reasons,
for 2003 petitioner is not entitled to deductions beyond those
al | oned by respondent.

To reflect the foregoing,

Deci sion will be entered

for respondent.




