4 T.C.121 (1944)

The expense of commuting between one’s home and place of business is a non-
deductible personal expense, even when considering the ‘nonbusiness’ expense
deductions introduced by the Revenue Act of 1942.

Summary

Ralph Hubbart, president of Allied Products Corporation, sought to deduct
automobile expenses, including chauffeur costs, for 1941. The Tax Court disallowed
the full deduction, finding a significant portion related to personal use. Hubbart
argued the Revenue Act of 1942, allowing deductions for expenses related to the
production of income, changed the rule regarding commuting expenses. The court
held that commuting expenses remain non-deductible personal expenses, and the
1942 Act didn’t alter this principle. The court allowed a deduction for 1/4 of total
expenses as attributable to business use.

Facts

Hubbart was the president of Allied Products Corporation, overseeing four
manufacturing plants, two in Detroit and two in Hillsdale, Michigan. The company’s
executive offices were in Detroit, seven miles from Hubbart’s residence. Hubbart
used his personal car for business, including trips to the plants, client visits in
Detroit, Flint, and Lansing, and meetings with government representatives. He
employed a full-time chauffeur. In 1941, the car was driven 16,000 miles. The
routine was daily trips between Hubbart’s apartment and his office; his wife also
used the car. Hubbart sought to deduct chauffeur fees, gas, oil, insurance, and
depreciation related to the car’s use.

Procedural History

Hubbart filed his 1941 income tax return with the Collector of Internal Revenue in
Detroit, claiming deductions for automobile expenses. The Commissioner of Internal
Revenue disallowed these deductions, resulting in a deficiency assessment. Hubbart
then petitioned the Tax Court for a redetermination of the deficiency.

Issue(s)

Whether the petitioner is entitled to deduct expenses related to the operation of his
automobile, considering the introduction of ‘nonbusiness’ expense deductions by the
Revenue Act of 1942.

Holding

No, because the cost of commuting between one’s home and business remains a
non-deductible personal expense, and the Revenue Act of 1942 did not change this
long-standing principle. However, a portion of the expenses attributable to business
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use is deductible.
Court’s Reasoning

The court acknowledged Hubbart’s business use of the car but emphasized the need
to allocate costs between personal and business use. Based on Hubbart’s testimony,
the court determined that 12,000 of the 16,000 miles were for personal use,
including commuting, social trips, and his wife’s travel. The court allocated one-
fourth of the total expenses to business use based on the Cohan rule, which allows
reasonable estimations when exact figures are unavailable. The court rejected the
argument that section 23 (a) (2) of the Internal Revenue Code altered the principle
that commuting expenses are non-deductible. The court stated that personal
expenses are not deductible, even if related to one’s occupation. The court cited the
Senate Finance Committee report stating that deductions under the new section are
subject to the same restrictions as deductions under section 23 (a) (1) (A),
reinforcing the non-deductibility of personal expenses.

Practical Implications

This case reinforces the long-standing principle that commuting expenses are
generally not deductible for tax purposes. The introduction of ‘nonbusiness’ expense
deductions doesn’t change the character of commuting as a personal expense.
Taxpayers must carefully document and allocate expenses to distinguish between
deductible business use and non-deductible personal use. The Cohan rule provides a
method for estimating deductible expenses when precise records are unavailable,
but taxpayers still need to provide a reasonable basis for the estimate. Later cases
cite Hubbart for the proposition that transportation expenses between home and
work are nondeductible personal expenses, even if the taxpayer uses the commute
to prepare for the workday.
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