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GOLDBERG, 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. Pursuant to section
7463(b), the decision to be entered is not reviewabl e by any
other court, and this opinion shall not be treated as precedent
for any other case. Unless otherw se indicated, subsequent

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

Respondent determ ned deficiencies in and penalties to

petitioners’ Federal incone taxes as follows:

Penal ty
Year Defi ci ency Sec. 6662(a)
2000 $4, 487 $898
2001 $2, 832 $567

The issues for decision are whether petitioners’ photography
activity constituted an activity not engaged in for profit wthin
t he neani ng of section 183 during the years at issue and whet her
petitioners are |iable for the accuracy-rel ated penalties
provi ded by section 6662 for the years at issue.

Backgr ound

The stipulation of facts and the attached exhibits are
i ncorporated herein by reference. At the time the petition was
filed, petitioners resided in Mam sburg, OChio.

During the years in issue, petitioners were both enployed in
full-time jobs. Petitioner-husband (M. Storer) worked as a
repai rman for CGeneral Mdtors, Inc., and petitioner-wife (Ms.
Storer) worked as a receptionist and bookkeeper for Hardi ng ESE,
Inc. Petitioners earned total wages of $92,639 and $96, 191,
respectively, during the years in issue.

M. Storer devel oped an affinity for photography as a young

person. However, he first started habitually taking and
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devel opi ng his own phot ographs sonetine in the early 1990s on his
physi cian’s advice that he take up a hobby to help himcope with
periodi ¢ epi sodes of depression. At that time, M. Storer, who
hol ds a high school diplom, was working in the repair shop at
General Mtors.

M. Storer purchased many books on photography and film
devel opi ng, as well as photography nagazi nes, sone film caneras,
and filmdevel opi ng equi pnent. M. Storer had not taken any
instruction in photography prior to and including the taxable
years at issue. M. Storer did not have his skills as a
phot ogr apher or the quality of his photographs anal yzed or
critiqued, or have his work juried, prior to or during the years
at 1ssue.

Wil e he continued to take and devel op his own pictures, M.
Storer becane interested in photographic restoration, and he
pur chased t he equi pnent and supplies necessary to restore old
phot ographs. Sonetinme in the early 1990s, M. Storer first
of fered phot ographic restoration services to famly nenbers,
friends, and co-workers. Around this time, he decided to try
selling sone franmed | andscape photographs he had taken and
devel oped fromearlier trips to | andmarks such as Yosemte
National Park. Around this time, petitioners set up a nmakeshift

phot ogr aphy studi o and darkroomin the basenent of their hone.
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Starting in the early 1990s, Ms. Storer assisted her
husband with his photographic pursuits by recording his expenses
in journals. Wth an educational background in accounting from
the I ocal community college, Ms. Storer recorded these expenses
usi ng the cash basis nethod of accounting. Ms. Storer has al so
prepared State tax docunents, including sales tax reports.

In 1993, petitioners engaged a managenent consultant to
assist themin preparing a 5-year projection for turning their
phot ography activity into a business. The nanagenent consultant
provi ded petitioners with a series of flexible budgets and
proj ections spanni ng through 2002. The nmanagenent conpany based
its projections on the assunption that by the year 2000,
petitioners would have $21,200 in gross sales, and that by 2002,
petitioners would have $21,500 in gross sal es.

Prior to 1993, M. Storer had purchased a | arge anmount of
“anal og” phot ography and dar kroom equi pnent for the studio and
darkroomin the basement of petitioners’ hone. Between 1993 and
2002, petitioners began to replace their “anal og” equipment with
new di gital caneras, printers, scanners, and the supplies for
printing digital photographs; nanely, paper and ink cartridges.
Petitioners conpletely dismantl ed their basenent studio and
darkroomin the early 2000s. Upon dismantling their basenent

studi o, petitioners set up a “digital darkrooni consisting of a
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| arge table, desk, conmputer, and bureau in a spare room adj acent
to their bedroom

From 1998 through the years in issue, M. Storer suffered a
series of health setbacks requiring himto take off substanti al
time fromhis job at General Mbdtors.

Petitioners naintai ned neither a separate bank account for
t heir photography activities nor a separate phone line for
custoners. Although petitioners had purchased a separate
i nsurance policy for their canmeras and devel opi ng equi pnent in
the early 1990s, they conbined this policy into their homeowners’
i nsurance in 1999.

In 2001, petitioners made 14 sal es transactions. These
sales were nmade to friends and M. Storer’s co-workers at General
Motors.! The nature of petitioners’ sales in 2002 is unknown.

In preparation for trial, petitioner prepared a portfolio of
phot ogr aphy brochures, listing prices, and packages. None of the
materials contained in the portfolio were created in or used as
mar keting during the years in issue. This portfolio included
exanpl es of the types of |andscape photographs that M. Storer
had taken from such places as Yosemte National Park, North

Dakot a, Washi ngton, Puerto Vallarta, Aruba, and San Juan. The

! Petitioners provided a summary of their 2001 invoices.
This 3-page summary lists 7 of the 14 buyers by first nane only
as: “Jim Hall; Steve, AL @GV Gary @GM ‘Lady’ @GV Bob @
Gw”
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portfolio also included weddi ng phot ographs and phot ographs of
i ndi vi dual s and pets, some of which are dated fromthe late 1970s
and early 1980s, and none of which were taken during the taxable
years in issue. Petitioners attached a business card to the
portfolio which reads: “M chael Storer Photographs, 1150 E
Li ndsey Ave., M am sburg, Ohio 45342, Photo Restorations & Mire.”
The address and phone nunber listed on petitioners’ card are
t hose of their personal residence.

Begi nning with their 1993 Federal inconme tax return
petitioners included the photography activity on Schedul es C,
Profit or Loss From Business, of their returns.

Petitioners reported gross receipts and clained | osses from
a 7-year period of the photography activity from 1996 through

2002, while maintaining full-tinme enploynent, as foll ows:

Year G oss Receipts Tot al Expenses Profit or/(Loss)
1996 $1, 060 $14, 402 ($13, 342)
1997 316 13, 375 (13, 059)
1998 435 20, 439 (20, 004)
1999 1, 366 15, 027 (13, 661)
2000 1, 474 21, 421 (19, 947)
2001 855 16, 050 (15, 195)
2002 1,575 9,586 (8,011)
Tot al s $7, 081 $110, 300 (%103, 219)

For the years in issue, petitioners clainmed the foll ow ng

deductions on their Schedul es C

[tem 2000 2001
Adverti sing $153 $98
Car and truck 112 202

Depr eci ati on 13, 350 8, 215



Legal and 265 285
pr of essi onal

Ofice? 0 0

Rent or | ease 0 0

Repai rs and 0 0
mai nt enance

Suppl i es 1, 039 1, 383

Taxes and 0 0
i censes

Travel 0 0

Uilities 0 25

O her 154 103

Expenses for business 6, 348 5, 739

use of hone

Total expenses $21, 421 $16, 050

In the notice of deficiency, respondent disallowed
petitioners’ claimed Schedul e C deductions for expenses on the
ground that petitioners were not engaged in a trade or business
activity for profit. However, respondent allowed as additional
item zed deductions real estate taxes and nortgage interest
included in the conputation of expenses of business use of hone.
In addition, respondent allowed Schedul e C expenses to the extent
of income reported fromthe activity.

Di scussi on

The parties disagree as to whether petitioners engaged in
their Schedule C activity with an objective of nmaking a profit

within the nmeani ng of section 183. Section 183(a) disallows

2 On their Schedules A Item zed Deductions, petitioners
claimed that 44 percent of their honme was used as office space.
They did not, however, upon request, allow respondent’s agent
into their home to survey this space, claimng that such a visit
woul d be “unnecessary and unw se.”



- 8 -
deductions attributable to an activity not engaged in for profit.
Section 183(b) provides two exceptions to this general rule. The
first, provided by section 183(b)(1), permts deductions that
ot herwi se woul d be all owable wi thout regard to whether the
activity is engaged in for profit; the second, provided by
section 183(b)(2), permts deductions that would be allowable if
the activity were engaged in for profit to the extent that the
gross incone fromthe activity exceeds the deductions all owabl e
pursuant to section 183(b)(1). Section 183(c) defines an
“activity not engaged in for profit” as “any activity other than
one with respect to which deductions are allowable for the
t axabl e year under section 162 or under paragraph (1) or (2) of
section 212.” In general, the Comm ssioner’s determ nation set
forth in the notice of deficiency is presuned correct. Rule

142(a)(1); Welch v. Helvering, 290 U.S. 111, 115 (1933). In

certain circunstances the burden of proof shifts to respondent.
Sec. 7491(a)(1l). Petitioners do not contend that section 7491 is
applicable in this case, nor did they establish that the burden
of proof should shift to respondent.

Petitioners bear the burden of establishing that their
phot ographi c activity was engaged in for profit during the
taxabl e years at issue. Rule 142(a). |In satisfying this burden,
t axpayers nust show that they had an actual and honest objective

of making a profit fromthe activity. Dreicer v. Conmm Ssioner,
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78 T.C. 642, 645 (1982), affd. without opinion 702 F.2d 1205
(D.C. Gr. 1983). The taxpayers’ expectation, however, need not

be a reasonabl e one. |d. at 644-645; Golanty v. Conmmi ssioner, 72

T.C. 411, 425 (1979), affd. w thout published opinion 647 F.2d
170 (9th Cir. 1981); sec. 1.183-2(a), Incone Tax Regs. Wet her
there is present the requisite intention of engaging in an
activity with the objective of nmaking a profit is a question of
fact that is to be resol ved upon a consideration of all rel evant
ci rcunstances, with the greatest weight being given to the facts
rather than the taxpayers’ expression of their intent. Dreicer

v. Conm ssioner, supra at 645; Golanty v. Conm ssioner, supra at

426; sec. 1.183-2(a) and (b), Inconme Tax Regs. Therefore,
irrespective of how ardently petitioners have stressed that they
al ways intended to nmake a profit fromtheir photography activity,
whet her or not their activity rose to a |level that satisfies
their burden rests upon a consideration of all of the rel evant
factors concerning their activity during the taxable years at
i ssue.

Section 1.183-2(b), Incone Tax Regs., sets forth the
foll owi ng nonexclusive list of the relevant facts that we w |
now consider: (1) The manner is which the taxpayers carry on the
activity; (2) the expertise of the taxpayers or their advisers;
(3) the tinme and effort expended by the taxpayers in carrying on

the activity; (4) the expectation that the assets used in the
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activity may appreciate in value; (5) the success of the
taxpayers in carrying on simlar or dissimlar activities; (6)
the taxpayers’ history of income or loss with respect to the
activity; (7) the anmpbunt of occasional profits; (8) the financial
status of the taxpayers; and (9) whether elenents of pleasure or

recreation are invol ved. ol anty v. Conmi ssioner, supra at 426;

sec. 1.183-2(b), Incone Tax Regs.

Based on our consideration of these factors and in the |ight
of the copious record in this case, we conclude that petitioners
have not denonstrated that their photographic activity was
carried on wth an actual and honest objective of making a profit
in the taxable years at issue. |In reaching our conclusion, we
view the follow ng el enents as bei ng nost persuasive:

Manner in VWhich the Taxpayers Carried On the Activity

We believe that the manner in which petitioners carried on
t heir photography activity does not support a finding that it was
engaged in for profit. 1In 2001, petitioners only nmade 14 sal es
and of these, at |east one-half were made to buyers identified on
petitioners’ records by first nanme only. Several other entries
were identified by only the buyer’s first name plus the words “at
Yk

Petitioners testified that the 14 sales in 2001 were not
reflective of their manner of operations because they “actually

solicited to hundreds of potential custoners” at various craft
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and art shows during the years at issue. W note, however, that
in a detailed cal endar for 2001, which was submtted as an
exhibit and on which petitioners testified that they recorded al
of the time spent on training, marketing, and sales, there is not
one entry of any craft or arts show There are also no entries
showi ng preparation for any craft or arts shows.

Al t hough petitioners reported sales of $855 in 2001, there
is no evidence that petitioners actually made any sales in 2001
or to whomthese sal es were made.

Petitioners did not use a separate bank account or tel ephone
nunber for their activity, and the insurance held on all of their
phot ogr aphy equi pnment was i ncorporated into their honmeowner’s
policy.

M. Storer testified that, as one exanple of the “highly
prof essional nature in which he carried on his business,” he only
used business cards printed by a comrercial printer rather than
the type printed on an ink-jet printer “with those little
perforations on the sides.” Upon exam nation of the two business
cards provided by petitioners with their exhibits, however, it is
clear that the cards have both the visible dot-matrix quality
akin to those printed on an ink-jet printer as well as perforated
edges.

Al t hough petitioners kept very extensive and detail ed

records of their expenses, we believe that these records were
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mai nt ai ned solely for the purpose of substantiating their
consi derable | osses and not as a neans for tracking costs so as
to reduce business-rel ated expenses. The extensiveness of the
records would be nore neaningful if these records illustrated
that petitioners were tracking expenses while, at the same tine,
maki ng a bona fide effort to grow their photography enterprise.
These records prinmarily show us that petitioners were adept at
acquiring the latest digital photography technol ogy and supplies.
What is conspicuously m ssing, however, is a sane |evel of
extensive detail show ng expenses and activities specifically
geared at grow ng the business. For exanple, petitioners spent
t housands of dollars on digital caneras and supplies, yet
believed that it was unnecessary to spend nore than $250 (which
included a $95 ad placed in the back of the local high school
year book) on the basic staples of marketing a business such as
advertisenments, a listing in the yell ow pages, or brochures.
Al t hough petitioners submtted an extensive portfolio of flyers
as an exhibit, they admtted that the portfolio was not created
until shortly before tinme of trial. Petitioners continually cite
activities such as additional sales nade in storefronts, which
purportedly occurred in 2003 and 2004. Not only did petitioners
not provide any evidence of these activities, but these years are

not in issue. The Court is concerned only with petitioners’
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activities in 2000 and 2001, and not with what petitioners have
or have not done in subsequent years.

Tinme and Effort Expended by the Taxpayers

The nunbers of hours spent cultivating his activity, as
testified to by M. Storer, is not only dubious but, if accurate,
is grossly inverse to the sales resulting fromhis efforts. M.
Storer clainmed that he spent nearly 1,200 hours working on his
activity in 2001, in addition to his full-time position at
General Mdtors. |If this claimwas accurate, M. Storer would
have had to spend an average of nore than 3 hours a day, ® every
day, on his photography, in addition to his full-tinme work,
commuting to and from his workpl ace, and eating and sl eeping. As
evidence of his daily activities, M. Storer submtted as an
exhi bit a pocket cal endar for 2001 in which he purportedly
handwote the tine he spent on his photography activity each day.
Qur exam nation of this calendar has |led us to concl ude that
petitioners’ clainms as to the tinme spent on the activity are not
accur at e.

First, we believe neither that the cal endar was nade
cont enporaneous to the dates as recorded nor that it was an
accurate accounting of petitioners’ time. For support of this
conclusion, we | ook to several instances where the cal endar

contains entries for dates that sinply do not exist.

% (1,200/365 = 3.29 hours)
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Specifically, the first week of Septenber (beginning with
Sat urday, Septenber 1st), has entries starting on Tuesday of that
week (which would have actually been Tuesday, August 28th). The
entry for “Wednesday” of this ‘added’” week reads: “In Focus Bk -
3 hrs.” To reconcile the possibility that this “added” day was
not the sane as the correspondi ng | ast Wednesday i n August, we
turned to the entry for Wdnesday, August 28th which reads:
“Exposure Bk - 4 hrs.” We further note additional “added” days
and entries to the first week of the Novenber cal endar page that
do not correspond to the actual days and entries recorded on the
Cct ober cal endar.* Because there is nore than one instance of
t hese “added” days, we do not believe that the calendar is an
accurate and truthful account of the tinme spent by petitioners in
cul tivation of a business.

M. Storer stressed that he did not take any vacation, and
that “for religious reasons” observed neither any religious nor
Federal holidays, which allowed himthose days to work on his
phot ography. M. Storer testified that he “used [all holidays]
to market his business, process orders, and nake sales.” The

2001 cal endar, however, shows no activity recorded on April 15

4 On the Novenber cal endar page petitioners “inserted” 2
days at the beginning of the nonth, a Tuesday and a Wdnesday,
that did not actually exist. Again, the entries recorded on
t hese “added” days al so do not correspond with the entries |isted
for the |ast 2 days of Qctober.
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(Easter), May 28 (Menorial Day), Septenber 3 (Labor Day), or
Novenber 22 (Thanksgiving Day).

Qur exam nation of the entire year’s worth of daily entries,
nmor eover, shows that al nost 80 percent of M. Storer’s tinme was
spent either reading the nonthly installments of a limted nunber
of phot ography nagazi nes® and books or shopping at retail stores.

Finally, were we to believe that the entries accurately
reflect the tinme petitioners spent cultivating photography into a
vi abl e business, the tinme spent is grossly inverse to the actual
sales made in the years at issue.

The Taxpayers’' Hi story of Losses and Fi nanci al St atus

First, since 1996, petitioners’ clainmed Schedul e C business
| osses have exceeded $13,000 in each year, while their gross
recei pts fromthat sanme tinme never exceeded $1,600. Petitioners
have never earned a profit.

Petitioners cite our decision in Churchman v. Conmni Ssi oner,

68 T.C. 696, 701 (1977), to support their contention that the
years of | osses which preceded the years in issue should not
dictate our determ nation of whether their activity in 2000 and
2001 was conducted with the objective of making a profit. As

further support, petitioners argue that their |osses were of fset

5> For exanple, in January 2001, petitioner spent 14 hours
readi ng “Shutterbug” magazi ne, 8 hours readi ng “Qutdoor
Phot ogr aphy” nmagazi ne, and 8 hours shopping at Crcuit Gty and
ConpUSA.
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in the years in issue because they sold a considerable portion of
their “anal og” equi pnent while upgrading to newer, digital
technology. Petitioners claimthat their |osses are further
justified by the difficult econom c conditions which plagued
| arge “anal og” phot ography busi nesses, such as East man- Kodak, as
nore consuners switched from *“anal og” to digital photography.

We do not find credence in petitioners’ argunents. First,
petitioners do not claimto be engaged in the business of selling
phot ogr aphy equi pnent but, rather, taking photographs. Second,
al t hough we acknow edge the phenonenal growth in digital
phot ogr aphy t hroughout the past decade, petitioners were not in
t he busi ness of devel opi ng ot her peopl e’ s photographs.
Petitioners purported to be professional photographers. The
effect of the digital photography boom on busi nesses such as
East man- Kodak resulted from consuners’ choosing to develop their
phot ographs at honme rather than use traditional film devel oping
services. It did not affect the demand for quality professional
phot ogr aphy services for the very types of portraiture and event
coverage which petitioners clained was their focus; nanely,
weddi ngs, corporate prints, and senior portraits. Simlarly, the
boom in hone devel oping did not affect the specialized services
that are often the hall mark of professional photographers, such
as portrait sittings, albuns, restorations, DVDs, and videos.

Agai n, while the phenonmenon of digital photography has made hone
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devel opi ng nore accessible to amateur consuners, this new ound
ability for recreational “photogs” to take and devel op their own
pi ctures has not changed the demand for quality, professional
phot ography. [If anything, the availability of high-quality
di gital caneras has made the consuner nore astute regardi ng both
resol ution and conposition aesthetic when selecting a
pr of essi onal photographer. To this end, had petitioners invested
nore resources into education and training or sought professional
eval uation of their skills, we would be nore convinced that their
activity was engaged in with the objective of making a profit.
Petitioners argue that the incone they earned in their
respective full-tinme jobs in 2000 and 2001 is irrel evant because
petitioners could not use their wages to pay for any of their
phot ogr aphy-rel at ed expenses but instead, used credit and gifts
fromfriends and famly. Petitioners claimthat their wages were
al nost conpl etely exhausted by their household bills, nortgage,
and taxes. Wth expenses totaling $23,000 in the years in issue,
we are doubtful that petitioners did not apply any of their wages
to this amount. Mreover, we note that, if petitioners indeed
i ncurred debt of $23,000, the fact that they only took in $2,000
in sales supports our conclusion that petitioners’ activity in
these 2 years was not engaged in with the objective of nmaking a

profit.



El enents of Recreation

In sum we believe that petitioners engaged in their
phot ography activity for the principal purpose of providing M.
Storer with the opportunity to take up a pl easurabl e hobby to
reduce his stress and anxiety. It is evident fromthe
phot ogr aphs showi ng the areas in their honme used for this
activity that petitioners took great care and expense in setting
up a pleasant and wel | -stocked wor kspace. Phot ography, however,
is highly subjective, and in great part, the success of a
phot ogr aphy busi ness is dependent on both the skill and tal ent of
t he phot ographer and the marketing and reputation cultivated
therefrom W are perhaps ultimately persuaded by petitioners’
decision to forgo any formal training or education in photography
in lieu of readi ng photography and trade magazi nes, and picture
books featuring works by faned | andscape phot ographer Ansel
Adans. Wiile it is beyond our purviewto coment on M. Storer’s
ability or potential, we think it unlikely, barring an
extraordinary talent, to becone Ansel Adans through self-study.
Mor eover, we believe that M. Storer, through educating hinself
primarily with trade magazi nes that feature the nost current
t echnol ogi es, was conpelled to purchase and, ultimately,
gratified by his acquisition of extrenely expensive equi pnent.
Finally, we note that at the end of petitioners’ presentation

prepared for the Court, M. Storer |lanmented that he had to
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“perform many, nenial chores” and “has had to do nany forns of
mar keting including cold calls that can be unpl easant at tines.”
Wil e petitioners claimthat they should not be required to
suffer as “a prerequisite to deductibility,” we cannot help
wondering how petitioners engaged in their activity with a profit
objective if they were opposed to performng the tasks essenti al
to business success; nanely, nmarketing and sal es calls.

Finally, although we concede that on its face, petitioners’
phot ography activity did have sone of the characteristics of a
busi ness, we find these characteristics insufficient to
denonstrate that their activity was carried on for profit.

Therefore, on the basis of all of the evidence in the
record, we conclude and hold that petitioners did not conduct
t heir photography-related activity in either 2000 or 2001 with a
profit objective wthin the nmeaning of section 183. Accordingly,
petitioners are not entitled to the deductions clainmed on their
Schedul es C for the years in issue.

Section 6662(a) Penalty

Respondent determ ned that petitioners are liable for the
accuracy-rel ated penalty provided by section 6662(a) for each
year in issue. Section 6662(a) inposes a 20-percent penalty on
the portion of an underpaynent of tax that is attributable to,
inter alia, negligence or disregard of rules or regulations. The

term “negligence” includes any failure to make a reasonabl e
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attenpt to conply with the provision of the Internal Revenue
Code, including failure to exercise due care or failure to do
what a reasonabl e person would do in the circunstances. Sec.
6662(c); sec. 1.6662-3(b)(1), Incone Tax Regs. The term

“di sregard” includes any carel ess, reckless, or intentional

di sregard of the Code or the tenporary or final regul ations

i ssued pursuant to the Code. Sec. 6662(c); sec. 1.6662-3(b)(2),

| ncome Tax Regs.

Section 7491(c) places on the Comm ssioner the burden of
produci ng evidence showng that it is appropriate to inpose any
penalty or addition to tax. Once the Conm ssioner neets that
burden, as in the instant case, the taxpayer mnust produce
evi dence sufficient to show that the Comm ssioner’s determ nation

is incorrect. Hi gbee v. Comm ssioner, 116 T.C. 438, 447 (2001).

Petitoners have not produced evidence sufficient to prove that
respondent’s determnation in this case was incorrect.

The accuracy-rel ated penalty does not apply to any portion
of an underpaynent with respect to which it is shown that there
was a reasonabl e cause and that the taxpayer acted in good faith.
Sec. 6664(c)(1l). The decision as to whether the taxpayers acted
wi th reasonabl e cause and in good faith depends upon al
pertinent facts and circunstances. Sec. 1.6664-4(b)(1), I|ncone
Tax Regs. Generally, the nost inportant factor is the extent of

the taxpayers’ efforts to assess the proper tax liability. 1d.
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Petitioners contend that they believed in good
faith that the expenses they clainmed were allowable. Good
faith on the part of taxpayers, however, does not always negate
negl i gence. Taxpayers are required to take reasonable steps to

determine the law and to conply with it. N edringhaus v.

Commi ssioner, 99 T.C 202, 222 (1992). In this case,

petitioners have not shown that their clained deductions for
expenses were nmade with any significant regard to whet her they
were personal in nature, and the record supports the inference
that petitioners’ photography activity was used to deduct
personal expenses. For the foregoing reasons, noreover, we do
not consider M. Storer to have acted reasonably with respect to
t he deduction of those expenses clainmed for his photography
activity. Based on our consideration of the entire record, we
sustain respondent’s determ nations with respect to the accuracy-
related penalties for negligence for the years in issue.

To reflect the foregoing,

Decision will be entered

for respondent.




