Bodley v. Commissioner, 56 T. C. 1357 (1971)

Education expenses are not deductible if they qualify an individual for a new trade
or business, even if they also improve skills in the current profession.

Summary

In Bodley v. Commissioner, David Bodley, a schoolteacher, sought to deduct
expenses incurred while attending law school. The IRS disallowed the deduction,
and the Tax Court upheld this decision. The Court ruled that since the law degree
would qualify Bodley for the new profession of law, his expenses were nondeductible
personal expenditures under IRC §162(a) and the corresponding regulations. The
decision clarified that education expenses aimed at entering a new trade or business
are not deductible, even if they also enhance skills in the current job, and upheld the
validity of the regulations on this issue.

Facts

David N. Bodley, a Cincinnati resident, was a vocational electronics teacher at
Courter Technical High School. In 1966, he enrolled in night classes at Salmon P.
Chase College of Law while continuing to teach. He claimed a deduction for his 1968
law school expenses, totaling $1,112, on his federal income tax return. Bodley’s
application to law school expressed his ambition to become a judge, and he resigned
from teaching in November 1969 to take a position as a constable before completing
his law degree.

Procedural History

The IRS issued a notice of deficiency disallowing Bodley’s education expense
deduction. Bodley petitioned the U. S. Tax Court for a redetermination of the
deficiency. The Tax Court, presided over by Judge Featherston, ruled in favor of the
Commissioner, upholding the disallowance of the deduction.

Issue(s)

1. Whether expenses incurred by a schoolteacher in attending law school are
deductible under IRC §162(a) as ordinary and necessary business expenses.

Holding

1. No, because the law school expenses were for education that qualified Bodley for
a new trade or business, making them nondeductible personal expenditures under
the applicable regulations.

Court’s Reasoning

The Court relied on IRC §162(a), which allows deductions for ordinary and necessary
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business expenses, and IRC §262, which disallows deductions for personal expenses.
The key issue was whether Bodley’s law school expenses fell under the
nondeductible category of education that qualifies an individual for a new trade or
business, as defined in the regulations. The Court found that Bodley’s pursuit of a
law degree clearly aimed at entering the legal profession, a new trade or business,
despite his current role as a teacher. The Court also noted that Bodley’s primary
purpose in attending law school was not solely to improve his teaching skills, as
evidenced by his stated ambition to become a judge and his eventual departure from
teaching. The Court upheld the validity of the regulations, emphasizing their
objective standards and the potential long-term utility of Bodley’s legal education
beyond his teaching career.

Practical Implications

This decision established a clear precedent that education expenses aimed at
qualifying for a new trade or business are not deductible, even if they also enhance
skills in the current profession. Legal professionals advising clients on tax
deductions for education should carefully assess whether the education leads to a
new profession, regardless of the client’s current job or intentions. This ruling
impacts how taxpayers and their advisors approach educational expense deductions,
particularly in cases where education might have dual purposes. Subsequent cases
have followed this precedent, reinforcing the IRS’s position on the deductibility of
educational expenses under similar circumstances.
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