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Carr v. Commissioner, 32 T. C. 1234 (1959)

Transportation expenses incurred due to a taxpayer’s personal choice of residence,
rather than business necessity, are not deductible as business expenses.

Summary

In  Carr  v.  Commissioner,  the  Tax  Court  ruled  that  a  salesman’s  excess
transportation expenses, resulting from his choice to live in Worcester rather than a
more  centrally  located  area  within  his  sales  territory,  were  not  deductible  as
business  expenses.  The  court  emphasized  that  these  expenses  stemmed  from
personal convenience, not business necessity, and thus did not qualify under Section
162(a) of the 1954 Code. This decision underscores the principle that deductible
business expenses must be directly related to the conduct of the taxpayer’s trade or
business, not personal lifestyle choices.

Facts

The petitioner, a salesman, lived in Worcester and was assigned a sales territory in
northeast Massachusetts. He sought a position closer to his home but was assigned
a territory  that  required significant  travel.  Despite  this,  he chose to  remain in
Worcester, resulting in over 9,000 miles of excess travel compared to what would
have been necessary if he had lived closer to his territory. The petitioner claimed
these excess miles as a business expense deduction under Section 162(a) of the
1954 Code.

Procedural History

The case was brought before the Tax Court after the Commissioner of Internal
Revenue  disallowed  the  deduction  for  the  excess  transportation  expenses.  The
court’s decision was based on the interpretation of Section 162(a) and prior case law
regarding the deductibility of transportation expenses.

Issue(s)

1.  Whether  transportation  expenses  incurred  due  to  a  taxpayer’s  choice  of
residence, rather than business necessity, are deductible under Section 162(a) of
the 1954 Code.

Holding

1.  No,  because  the  excess  transportation  expenses  were  incurred  for  personal
convenience and not as a necessity of the petitioner’s trade or business.

Court’s Reasoning

The court applied Section 162(a) of the 1954 Code, which allows deductions for
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ordinary  and  necessary  business  expenses.  The  court  distinguished  between
business-related travel and commuting expenses, citing Commissioner v. Flowers,
which established that commuting costs are personal and not deductible. The court
emphasized that the petitioner’s choice to live in Worcester,  far from his sales
territory, was a personal decision that led to unnecessary travel. The court quoted
Barnhill v. Commissioner, stating that Congress did not intend to allow deductions
for expenses resulting from personal convenience rather than business necessity.
The court concluded that the excess mileage was not essential to the prosecution of
the petitioner’s business and thus not deductible.

Practical Implications

This decision impacts how taxpayers and their attorneys approach the deductibility
of  transportation  expenses.  It  clarifies  that  expenses  resulting  from  personal
choices,  such as residence location,  are not deductible even if  they relate to a
business activity. Legal practitioners must advise clients to consider the proximity of
their residence to their business activities when claiming deductions. This ruling has
been cited in subsequent cases to support the principle that business expenses must
be directly related to business necessity, not personal convenience. Businesses may
need to reassess employee reimbursement policies for travel expenses to ensure
they align with this ruling.


