24 T.C. 269 (1955)

A state court judge’s activities constitute the performance of services as an
employee, and travel expenses for judicial duties are deductible, under specific
provisions of the Internal Revenue Code of 1939.

Summary

The U.S. Tax Court addressed whether a state circuit court judge in Indiana was an
employee for federal tax purposes, and if travel expenses were deductible. The court
held that, based on the nature of his duties and the statutory framework, the judge
was an employee. It further held that travel expenses incurred while away from
home on judicial duties were deductible under the Internal Revenue Code. This case
provides insight into the employee/independent contractor distinction as applied to
public officials and illustrates the deductibility of work-related travel expenses for
those considered employees.

Facts

Frank Fisher was a judge of the 47th judicial circuit of the State of Indiana. His
duties included hearing and determining court matters, supervising court staff,
directing grand juries, and serving as a special judge in other circuits. He received a
fixed salary from the state. Fisher incurred various expenses including taxes, travel,
supplies, insurance, and professional dues. He was not reimbursed for these
expenses. Fisher claimed deductions for these expenses on his 1949 and 1950 tax
returns, but the IRS disallowed them. Fisher elected to take the standard deduction.

Procedural History

The Commissioner of Internal Revenue determined deficiencies in Fisher’s income
tax for 1949 and 1950. The Tax Court reviewed the Commissioner’s decision and the
disallowance of Fisher’s deductions.

Issue(s)

1. Whether the performance of duties by a state circuit court judge in Indiana
constitutes the performance of services as an employee within the meaning of
Section 22(n)(1) of the Internal Revenue Code of 1939.

2. If the judge is considered an employee, whether his travel expenses to other
circuits in the performance of his duties are deductible under Section 22(n)(2) of the
Internal Revenue Code of 1939.

Holding

1. Yes, because the court found that Fisher’s duties were primary functions of state
government and he was paid a fixed salary, indicating an employee relationship.
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2. Yes, because his travel expenses while away from his home circuit were incurred
in connection with his employment duties.

Court’s Reasoning

The court analyzed whether Fisher’s duties constituted the performance of services
as an employee under Section 22(n)(1). The court referenced J. Rene Harris, 22 T.C.
1118 (1954), which addressed a similar question involving a postmaster. The court
looked to whether the taxpayer worked independently and whether his earnings
were likely to be influenced by business expenditures. The court found that Fisher
was not an independent enterpriser, but rather an employee of the state. The court
noted the state paid Fisher a fixed salary, his duties were governmental in nature,
he was not subject to control in deciding cases, but his duties were performed in a
place appointed by law using facilities provided by the state and assisted by persons
paid by the State. The court determined that Fisher’s travel expenses were
deductible under Section 22(n)(2) as expenses of travel while away from home. The
court found that Fisher’s home was where his circuit court was located, and his
travel to other circuits was in connection with his duties.

Practical Implications

This case clarifies that elected state court judges can be considered employees for
tax purposes. This distinction affects how judges calculate their adjusted gross
income and what deductions they may claim. The case also demonstrates that
expenses incurred in fulfilling employment duties, such as travel, are often
deductible. This case can be used in similar fact patterns involving government
employees or other professionals whose income is fixed, and whose duties are
primarily governmental or public service in nature. The decision guides the analysis
of the employee vs. independent contractor distinction. Future cases might consider
how the level of control, the significance of the business expenditures to the
earnings, and the method of compensation play a role in this distinction. The case
also offers guidance on what expenses are deductible as travel while away from
home.
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