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Carroll v. Commissioner, 51 T. C. 213 (1968)

Educational expenses are not deductible if they are for a general college education,
even if such education may improve job skills, unless the education maintains or
improves specific job-related skills.

Summary

James  A.  Carroll,  a  Chicago  police  detective,  sought  to  deduct  $720.  89  in
educational expenses for college courses in philosophy and related subjects, arguing
they improved his  job skills.  The U.  S.  Tax Court  ruled against  the deduction,
holding that the expenses were personal under IRC Section 262, not deductible as
business expenses under IRC Section 162. The court reasoned that a general college
education is inherently personal and only tenuously related to Carroll’s police work.
The decision emphasized that for educational expenses to be deductible, they must
maintain or improve specific job-related skills, not just general competence.

Facts

James A. Carroll was a Chicago police detective in 1964 when he enrolled at De Paul
University as a philosophy major, taking courses such as English literature, history,
and political science. He claimed these courses improved his job skills,  citing a
police department order encouraging education to increase officers’ value to the
department. Carroll’s education was part of his preparation for law school, which he
entered in 1966 after leaving the police force.

Procedural History

Carroll filed a joint federal income tax return for 1964, claiming a deduction for his
educational expenses. The IRS disallowed the deduction, leading to a deficiency
determination  of  $207.  17.  Carroll  petitioned  the  U.  S.  Tax  Court  for  a
redetermination. The court heard arguments and evidence, including testimony from
other policemen and references to police department policies, before issuing its
decision on October 31, 1968.

Issue(s)

1.  Whether  Carroll’s  educational  expenses  for  a  general  college  education  are
deductible under IRC Section 162(a) as ordinary and necessary business expenses.
2.  Whether Carroll’s  educational  expenses are personal  and thus nondeductible
under IRC Section 262.

Holding

1. No, because Carroll’s education was a general college education and did not
maintain or improve specific skills required in his employment as a police officer.
2.  Yes,  because  the  expenses  were  for  a  general  college  education,  which  is
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inherently personal and only tenuously related to Carroll’s job as a police officer.

Court’s Reasoning

The court applied IRC Section 162(a) and the relevant Treasury Regulations to
determine  the  deductibility  of  educational  expenses.  It  distinguished  between
expenses that maintain or improve specific job-related skills and those that provide a
general education. The court found that Carroll’s courses in philosophy and related
subjects were part of a general college education, which is inherently personal and
not directly related to his specific duties as a police officer. The court emphasized
that even if such education could improve general competence, it did not meet the
requirement of maintaining or improving specific job skills. The court also noted that
Carroll’s ultimate goal of entering law school further indicated the personal nature
of  his  education.  The  majority  opinion  rejected  the  argument  that  the  police
department’s  encouragement  of  education  was  sufficient  to  make the  expenses
deductible,  as  the  department  did  not  require  the  education  for  employment
retention. Dissenting opinions argued that the education did improve Carroll’s job
skills  and  that  the  court  should  defer  to  the  police  department’s  view  of  the
education’s value.

Practical Implications

This decision clarifies that educational expenses for a general college education are
not  deductible  under  IRC Section  162(a),  even  if  they  may  improve  job  skills.
Taxpayers seeking to deduct educational expenses must demonstrate a direct and
substantial relationship between the education and specific skills required in their
employment. The ruling impacts how similar cases are analyzed, particularly for
professionals seeking to improve their general competence rather than specific job
skills. It may discourage taxpayers from claiming deductions for general education
programs, even if encouraged by their employers. Subsequent cases, such as Welsh
v. United States, have distinguished this ruling by allowing deductions for education
directly related to specific job skills, such as law school for internal revenue agents.
The decision also highlights the importance of clear regulations and guidance from
the IRS on the deductibility of educational expenses.


