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DEAN, Special Trial Judge: This case was heard pursuant to

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

i ndi cated, all subsequent 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.
The decision to be entered is not reviewable by any other court,

and this opinion should not be cited as authority.
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Respondent determ ned a deficiency of $3,104 in petitioner’s
Federal incone tax for 2000 and an addition to tax under section
6651(a) (1) of $109. After petitioner’s concession of unreported
i ncone of $10, 881, the issues for decision are whether
petitioner: (1) Is entitled to item zed deductions of $5, 704,

(2) is entitled to deduct business expenses of $8,882, and (3) is
liable for the addition to tax for failure to file tinmely a
Federal inconme tax return.

Backgr ound

Sone of the facts have been stipulated and are so found.
The stipulation of facts and the exhibits received in evidence
are incorporated herein by reference. At the tine the petition
was filed, petitioner resided in Vega Alta, Puerto Rico.

Petitioner filed on April 28, 2001, a Federal incone tax
return for 2000. The return failed to report $10, 881 of
nonenpl oyee i ncone earned by petitioner in 2000 from “J&S Fl oor
Covering” (J&S). After the statutory notice of deficiency in
this case was issued, petitioner submtted to respondent a Form
1040X, Amended U.S. Individual Incone Tax Return, reporting the
$10, 881 of nonenpl oyee inconme omitted fromhis tax return. The
anended return also reported for the first tinme on Schedule A
| tem zed Deductions, item zed deductions of $5,704 and on
Schedule C, Profit or Loss From Busi ness, business expense

deducti ons of $8, 882.
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Di scussi on

Because petitioner failed to neet the requirenents of
section 7491(a)(2), the burden of proof does not shift to
respondent in this case on the issues of item zed and busi ness
expense deducti ons.

1. Item zed deducti ons

Tax deductions are a matter of legislative grace wwth a
t axpayer bearing the burden of proving entitlenent to the

deductions clainmed. Rule 142(a)(1l); INDOPCO, lnc. V.

Commi ssioner, 503 U.S. 79, 84 (1992); New Colonial Ice Co. V.

Hel vering, 292 U. S. 435, 440 (1934). Taxpayers bear the burden
of substantiating the anbunt and purpose of any cl ai ned

deduction. See Hradesky v. Conmm ssioner, 65 T.C 87 (1975),

affd. per curiam?540 F.2d 821 (5th Gr. 1976). Taxpayers are
required to maintain sufficient records to establish the anpunts

of inconme and deductions. Sec. 6001; Hi gbee v. Commi ssioner, 116

T.C. 438, 440 (2001); sec. 1.6001-1(a), Incone Tax Regs.
Petitioner, therefore, nust produce evidence that he is entitled
to the deductions he clains.

At trial, petitioner offered no evidence to support his
claimfor item zed deductions, nostly unrei nbursed enpl oyee
expenses. He stated that he worked for J&S during the tax year
“doi ng maybe three projects for themto get on ny feet.” He then

found a better job with a service departnent in upstate New York,
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he said. Petitioner testified that in noving from New York to
Puerto Rico he | ost “nine boxes of docunents”. He testified that
t he amounts deducted on the return are estimates. Petitioner,
however, failed to explain how he arrived at his estinmates.

This Court is not bound to accept a taxpayer’s unverified

and self-serving testinony. Blodgett v. Conm ssioner, 394 F.3d

1030, 1036 (8th Cir. 2005), affg. T.C. Meno. 2003-212; Shea v.

Comm ssioner, 112 T.C 183, 189 (1999). Because petitioner has
failed to corroborate his testinony or provide any substantiation
to support his item zed deductions, we sustain respondent’s
position with respect to the item zed deducti ons.

2. Schedul e C Expenses

Section 162 generally allows a deduction for ordinary and
necessary expenses paid or incurred during the taxable year in
carrying on a trade or business. Generally, no deduction is
all owed for personal, living, or famly expenses. See sec. 262.
The taxpayer mnmust show, Rule 142(a), that any cl ai ned busi ness
expenses were incurred primarily for business rather than social

reasons, see Walliser v. Comm ssioner, 72 T.C. 433, 437 (1979).

To show that the expense was not for personal reasons, the

t axpayer must show that the expense was incurred primarily to
benefit his business, and there nust have been a proxi mate

rel ati onshi p between the clai ned expense and the business. See

id.
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Where a taxpayer has established that he has incurred a
trade or business expense, failure to prove the exact anmount of
t he ot herw se deductible item my not be dispositive. Cenerally,
unl ess precluded by section 274, the Court nay estimate the
anount of such an expense and allow the deduction to that extent.

Finley v. Conm ssioner, 255 F.2d 128, 133 (10th Cr. 1958), affg.

27 T.C. 413 (1956); Cohan v. Conm ssioner, 39 F.2d 540, 543-544

(2d Cir. 1930). In order for the Court to estimte the anmount of
an expense, however, there nust be sonme basis upon which an

estimate may be nade. Vanicek v. Comm ssioner, 85 T.C 731, 742-

743 (1985). Wthout such a basis, an allowance woul d amount to

ungui ded | argesse. WIllians v. United States, 245 F.2d 559, 560

(5th Gir. 1957).

In this case, where petitioner presented no evidence in
support of his clainmed business expenses, there is an
insufficient basis upon which to estimate whether, and to what
extent, he incurred business expenses.

3. Addition to Tax Under Section 6651(a)(1)

Respondent bears the burden of production with respect to an
addition to tax. Sec. 7491(c). |In order to neet this burden,
respondent nust produce evidence sufficient to establish that it
is appropriate to inpose the addition to tax. Higbee v.

Conm ssi oner, supra at 446-447. The parties agree that

petitioner’s tax return was not filed until April 28, 2001.
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Respondent has net his burden of production under section 7491(c)
with respect to inposing the addition to tax under section
6651(a) (1).
It is then petitioner’s burden to prove that he had
reasonabl e cause and | acked wllful neglect in not filing his

return tinely. See United States v. Boyle, 469 U S. 241, 245

(1985); Higbee v. Conmm ssioner, supra; sec. 301.6651-1(a)(2),

Proced. & Adm n. Regs. Because petitioner failed to offer any
evi dence of reasonabl e cause and | ack of willful neglect for his
failure to file tinmely, respondent’s determnation that he is
liable for the addition to tax under section 6651(a)(1) is
sust ai ned.

Respondent’s determ nations in the notice of deficiency are
in all respects sustained.

Revi ewed and adopted as the report of the Small Tax Case

Di vi si on.

Deci sion will be

entered for respondent.




