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27 T.C. 624 (1956)

Educational expenses incurred to meet the minimum requirements of an employer
for continued employment are not deductible as ordinary and necessary business
expenses if the education is undertaken to qualify for a new trade or business or for
substantial advancement.

Summary

Clark S. Marlor, a college tutor, sought to deduct educational expenses related to
obtaining a doctoral degree. The college required tutors to pursue doctoral degrees
to be eligible for reappointment and advancement. The Tax Court ruled that these
expenses  were  personal  and  not  deductible  under  the  Internal  Revenue  Code
because the education was considered part  of  qualifying for  a  new position or
advancement within the college, not merely maintaining his current job. The court
distinguished this situation from cases where educational expenses were incurred to
maintain  or  improve skills  within  an existing role.  The holding emphasizes  the
personal  nature  of  educational  advancement,  even when driven by  professional
requirements.

Facts

Clark S. Marlor was appointed as a tutor at Queens College. The appointment was
temporary,  renewable  only  if  he  made  substantial  progress  toward  a  doctoral
degree.  College  bylaws  stated  that  tutors  needed  a  Ph.D.  or  equivalent  for
appointment  as  an  instructor  or  for  reappointment  as  a  tutor.  Marlor  pursued
graduate study towards a doctoral degree, and deducted the expenses on his 1952
tax return, arguing they were necessary to retain his position.

Procedural History

The  Commissioner  of  Internal  Revenue  disallowed  Marlor’s  deduction.  Marlor
contested this disallowance in the United States Tax Court.

Issue(s)

Whether educational  expenses incurred by a tutor to obtain a doctoral  degree,
required for continued employment and potential advancement at a college, are
deductible as ordinary and necessary business expenses under the Internal Revenue
Code.

Holding

No, because the expenses were primarily for personal educational advancement and
qualifying for higher rank, not solely for maintaining his existing position as a tutor.

Court’s Reasoning
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The  court  analyzed  the  facts  to  determine  the  primary  purpose  of  Marlor’s
educational expenses. The court emphasized that the college’s policy was that tutors
should seek a doctorate to attain a higher teaching rank. The court stated that the
petitioner’s  educational  pursuits  were not  only for  the purpose of  retaining his
current position, but also for promotion. Applying Section 24(a)(1) of the Internal
Revenue Code, the court concluded that “the expense of continuing, expanding, and
increasing one’s education by pursuing a higher academic degree is nondeductible
personal  expense.”  The court  distinguished the  case  from situations  where the
education was for maintaining or improving existing skills in the same job, and
distinguished it from the case of *Hill v. Commissioner*, where the court found the
expenses  were deductible.  The court  cited  *Welch v.  Helvering*  to  support  its
conclusion, where the cost of education was considered a personal expense.

Practical Implications

This case establishes a key distinction in tax law regarding educational expenses:
expenses that qualify a taxpayer for a new trade or business, or for substantial
advancement within an existing business, are generally not deductible. This impacts
professionals like teachers, doctors, or lawyers who pursue further education for
career advancement or qualification for a new role. Attorneys should advise clients
on how to document the specific nature and purpose of educational expenses. This
case is applicable in scenarios where professionals must acquire advanced degrees
or certifications to meet minimum requirements, which is a common practice. The
IRS often scrutinizes these types of deductions. This ruling aligns with the policy
that educational expenses are personal and not deductible unless they are directly
related to maintaining or improving skills in a current job, rather than qualifying for
a new or advanced position. This case has been cited in numerous subsequent cases
on the deductibility of educational expenses.


