Wyatt v. Commissioner, 56 T. C. 517 (1971)

Education expenses are not deductible if they are incurred for preparing to resume
a former profession rather than maintaining or improving skills in the taxpayer’s
current employment.

Summary

LaRue Wyatt, employed as a secretary, sought to deduct education expenses
incurred while taking graduate courses in education. The court held that these
expenses were not deductible because Wyatt was not engaged in the trade or
business of teaching at the time the expenses were incurred, nor did the courses
improve her secretarial skills. The decision underscores that education expenses
must relate to the taxpayer’s current employment to be deductible.

Facts

LaRue Wyatt held a bachelor’s degree in business administration and had previously
taught secretarial skills. From 1963 to 1967, she worked as a secretary. In 1967,
while still a secretary, Wyatt enrolled in graduate courses at the University of
Missouri at Kansas City, spending $458. 07 on education during the spring and
summer terms. She signed a teaching contract in March 1967 and began teaching in
August 1967. Wyatt attempted to deduct her education expenses on her 1967 tax
return.

Procedural History

Wyatt filed a joint Federal income tax return for 1967 with her husband, claiming a
deduction for her education expenses. The Commissioner of Internal Revenue
disallowed the deduction, leading to a deficiency determination of $77. 22. Wyatt
and her husband petitioned the United States Tax Court for a redetermination of the
deficiency.

Issue(s)

1. Whether LaRue Wyatt can deduct her education expenses as a business expense
related to her trade or business of teaching.

2. Whether LaRue Wyatt can deduct her education expenses as a business expense
related to her trade or business of being a secretary.

Holding

1. No, because Wyatt was not engaged in the trade or business of teaching when she
incurred the expenses; they were preparatory to resuming teaching.

2. No, because the education did not maintain or improve skills required in her
secretarial employment.
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Court’s Reasoning

The court found that Wyatt was not engaged in the teaching profession during the
period she incurred her education expenses, as she was employed as a secretary and
had been absent from teaching for over four years. The court relied on the principle
that merely holding a teaching certificate does not constitute carrying on a trade or
business. The court also applied Section 1. 162-5 of the Income Tax Regulations,
which allows deductions for education expenses only if they maintain or improve
skills required in the taxpayer’s current employment. Wyatt’s courses were aimed at
preparing her to return to teaching, not improving her secretarial skills. The court
noted that under both the 1958 and 1967 versions of the regulation, Wyatt’s
expenses were not deductible because they did not relate to her current employment
as a secretary. The court distinguished this case from Furner v. Commissioner,
where the taxpayer’s brief absence from teaching was considered a normal incident
of the profession.

Practical Implications

This decision clarifies that education expenses are only deductible if they are
directly related to maintaining or improving skills in the taxpayer’s current trade or
business. Taxpayers preparing to enter or re-enter a profession cannot deduct such
expenses until they are actively engaged in that profession. Legal practitioners
should advise clients that preparatory education expenses are not deductible,
impacting how individuals plan their career transitions and manage their tax
liabilities. The case also highlights the importance of the timing of educational
pursuits relative to employment status. Subsequent cases, such as those involving
similar issues of professional certification or skill maintenance, should consider
Wyatt when determining the deductibility of education expenses.
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