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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 2000. Rul e references are to the Tax

Court Rules of Practice and Procedure. The decision to be
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entered i s not reviewabl e by any other court, and this opinion
shoul d not be cited as authority.

Respondent determ ned a deficiency of $1,760 in petitioner’s
2000 Federal income tax and a $352 accuracy-rel ated penalty under
section 6662(a).

The issues for decision are: (1) Wiether petitioner is
entitled to various deductions clainmed on Schedule A, Item zed
Deductions; and (2) whether the underpaynent of tax required to
be shown on petitioner’s 2000 Federal income tax return is due to
negl i gence or intentional disregard of rules or regulations.
Backgr ound

Sone of the facts have been stipulated and are so found. At
the tine the petition was filed, petitioner resided in New York,
New Yor k.

Petitioner holds a bachelor’s degree fromthe University of
| daho. In 1993 he began enpl oynent wi th Cooper Union School of
Engi neering (Cooper Union) as a technician in the chem stry
departnent. Wiile enployed by Cooper Union, petitioner enrolled
inits graduate programand in 1998, he was awarded a master’s
degree in engi neering.

Wi |l e working and attendi ng cl asses at Cooper Union,
petitioner incorporated Suffola, Inc. (Suffola), a corporation
organi zed under the laws of Idaho. At all relevant tines,

petitioner was the sole owner of all of Suffola s outstanding
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stock, to the extent that any stock had been issued and was

out standing. Suffola generated no inconme during 2000, and the
corporation did not file a Federal incone tax return for that
year. The record is unclear with respect to the exact services
that petitioner mght have provided to Suffola during the year in
i ssue, but whatever they were, he did not receive a salary or any
ot her form of conpensation as a result.

Petitioner’s enploynent with Cooper Union continued
t hroughout 2000, as did his formal education there. He took
several courses in pursuit of a doctorate degree that year.
According to petitioner, his education was geared towards
advanci ng the corporate goals of Suffola, although those goals
are less than clearly stated in the record. Nevertheless, in
pursuit of his doctorate degree, petitioner incurred tuition
expenses, as well as expenses for books and supplies. During
2000, petitioner also purchased a | aptop conputer, a scanner, and
a digital canera.

During 2000, petitioner contributed financially to the care
and mai ntenance of his nother, who was ill and cared for by his
sister.

Petitioner’s 2000 Federal incone tax return was tinely

filed. That return includes a Schedule A on which, as rel evant
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here, deductions for hone nortgage interest of $2,040%,
charitabl e contributions of $1,300, job expenses of $1,290, and
ot her mi scel | aneous item zed deductions of $7,575 are cl ai ned.
In the notice of deficiency, respondent disallowed the
Schedul e A deductions |listed above. Respondent further
determ ned that petitioner is liable for an accuracy-rel ated
penal ty under section 6662(a). Because allowable item zed
deductions were | ess than the standard deduction, respondent
di sal | oned those otherw se all owable item zed deducti ons and
al l onwed petitioner the standard deduction. Respondent also
all owed petitioner a Lifetine Learning Credit of $746.
Di scussi on
The issues in this case arise fromthe disall owance of
item zed deductions clained on petitioner’s Federal incone tax
return.? As has been noted in countless cases, deductions are a
matter of |egislative grace and are allowable only as

specifically provided by statute. See INDOPCO, Inc. v.

! Petitioner lived in a rented apartnent during 2000. The
home nortgage interest deduction clained on his return consists,
in part, of tuition expenses, books, supplies, and instrunents.
Petitioner now concedes that he is not entitled to the deduction.

2 Respondent bears the burden of production with respect to
the inposition of the sec. 6662(a) penalty. Sec. 7491(c).
O herwi se, under the circunstances, petitioner bears the burden
of proof on the issues here in dispute. Sec. 7491(a); Rule
142(a) .
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Comm ssioner, 503 U.S. 79, 84 (1992); Interstate Transit Lines v.

Commi ssioner, 319 U. S. 590, 593 (1943); Deputy v. du Pont, 308

U S. 488, 493 (1940); New Colonial Ice Co. v. Helvering, 292 U S.

435, 440 (1934).

Job Expenses and G her M scell aneous |teni zed Deducti ons

Section 162(a) provides that a taxpayer nay deduct all
ordi nary and necessary expenses paid or incurred during the
taxabl e year in carrying on any trade or business, including the

trade or business of being an enployee. Kurkjian v.

Comm ssioner, 65 T.C. 862, 869 (1976). Expenditures for

personal, living, or famly expenses are not allowable as
deductions. See sec. 262(a).

On his 2000 Schedule A, petitioner clainmed a job expenses
deduction and ot her m scel |l aneous iteni zed deductions of $1,290
and $7,575, respectively. These deductions include expenses for
post age, journals, checking account fees, a |laptop, a scanner,
and a digital canmera incurred by petitioner in connection with
Suffola s business activity.

A corporation is treated as a separate entity fromits

sharehol ders for tax purposes. Mdline Props., Inc. V.

Conmm ssioner, 319 U S. 436 (1943). The voluntary paynent of

corporate expenses by officers, enployees, or sharehol ders nmay
not be deducted on the taxpayer’s individual return. Deputy v.

du Pont, supra at 494; Noland v. Conm ssioner, 269 F.2d 108 (4th
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Cr. 1959), affg. T.C. Meno. 1958-60; R nk v. Conm ssioner, 51

T.C. 746, 751 (1969). Accordingly, these expenses are not
deducti bl e by petitioner.

Petitioner also included educational expenses in the job
expenses deduction and other m scel |l aneous item zed deducti ons
claimed on the Schedul e A

Educati on expenses may qualify for deduction as a trade or
busi ness expense under section 162(a) if the education (1)
mai ntains or inproves the skills required in the taxpayer’s
enpl oynent or other trade or business, or (2) neets the express
requi renents of the taxpayer’s enployer, or of applicable | aw or
regul ations, inposed as a condition to the retention by the
t axpayer of an established enploynment relationship, status, or
rate of conpensation. Sec. 1.162-5(a), Income Tax Regs. There
is nothing in the record that indicates that petitioner’s
educati onal expenses, including tuition and rel ated expenses,
fell within one of these two categories. There is no suggestion
that the education maintained or inproved skills which petitioner
used in his duties at Suffola, or Cooper Union for that matter,
or that it was required in the context of his established
enpl oynent rel ationship, status, or rate of conpensation.

Because the educati on expenses do not neet the requirenents of
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section 1.162-5(a), Inconme Tax Regs., the expenses are not
deducti bl e under section 162.3
Respondent’ s di sal | onances of the job expenses deduction and
ot her m scel | aneous item zed deducti ons are sust ai ned.

Charitabl e Contri butions Deduction

Section 170(a) allows as a deduction any charitable
contribution which is nade within the taxable year. A charitable
contribution is a contribution or gift to or for the use of an
organi zati on described in section 170(c).

Petitioner clainmed a charitable deduction in the anmount of
$1, 300, for paynents made to his sister to assist in the care of
his ill nother. While we commend petitioner for contributing to
the support of his ill nother, those contributions do not qualify
for deduction under section 170. Respondent’s disall owance of
the charitable contribution deduction is sustained.

Secti on 6662(a) Penalty

Respondent determ ned that the underpaynment of tax required
to be shown of petitioner’s 2000 return is due to negligence or
di sregard of rules or regulations. See sec. 6662(a) and (b)(1)
and (2). Negligence is defined to include any failure to nake a
reasonabl e attenpt to conply with the provisions of the Internal

Revenue Code. Sec. 6662(c). It is further defined as the

3 W note that respondent did allow petitioner a Lifetine
Learning Credit under sec. 25A with respect to his qualified
tuition and rel ated expenses for the taxable year 2000.
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failure to do what a reasonabl e person with ordi nary prudence
woul d do under the sane or simlar circunstances. Neely v.

Commi ssioner, 85 T.C 934, 947 (1985). Disregard is defined to

i nclude any carel ess, reckless, or intentional disregard. Sec.
6662(c). An accuracy-related penalty is not inposed with respect
to any portion of the understatenent as to which the taxpayer
acted with reasonabl e cause and in good faith. Sec. 6664(c)(1).
Whet her a taxpayer acts with reasonable cause and in good faith
depends on the relevant facts and circunstances, including the
extent of the taxpayer’'s effort to properly assess the tax
liability. See sec. 1.6664-4(b)(1), Incone Tax Regs.

As noted above, respondent bears the burden of production
with respect to the inposition of the section 6662(a) penalty.
O her than the disall owance of the deductions as di scussed above,
nothing in the record suggests that the inposition of the penalty
is appropriate. As we view the matter, for purposes of the
i nposition of the section 6662(a) penalty upon the ground of
negli gence, the nere disall owance of a deduction, in and of
itself, is not sufficient to satisfy the burden of production
i nposed upon respondent by section 7491(c). Petitioner is not
liable for the section 6662(a) penalty.

Revi ewed and adopted as the report of the Small Tax

Di vi si on.



To reflect the foregoing,

Deci sion will be entered

for respondent with respect to

t he deficiency and for

petitioner with respect to the

section 6662(a) penalty.




