Gino v. Commissioner, 60 T. C. 304 (1973)

Travel expenses for education are deductible only if the major portion of activities
directly maintains or improves job-related skills, and home office expenses are
deductible based on the ratio of hours of business use to total hours of use.

Summary

George and Emilie Gino, both teachers, sought to deduct expenses from a 72-day
around-the-world trip and home office use. The court ruled that the trip’s expenses
were not deductible as the activities were primarily personal, not directly related to
maintaining or improving their teaching skills. For home office deductions, the court
established that the correct allocation should be based on the ratio of business use
hours to total use hours, not total hours available, leading to a 25% deduction of
costs attributable to work areas. The Ginos failed to substantiate additional
miscellaneous and educational expenses, resulting in disallowance of those
deductions.

Facts

George Gino, a driver education teacher, and Emilie Gino, a high school science
teacher, both employed by the Los Angeles City school system, took a 72-day trip
around the world in 1966. They claimed the trip’s expenses as educational
deductions, asserting it improved their teaching skills. They also claimed deductions
for using part of their home for teaching-related activities. The IRS disallowed most
of these deductions due to insufficient substantiation and disagreement on the
proper allocation of home office expenses.

Procedural History

The Ginos filed a petition with the United States Tax Court after the IRS disallowed
their claimed deductions. The IRS conceded some deductions during the
proceedings but contested the majority, particularly the travel and home office
expense allocations. The Tax Court ultimately ruled on the deductibility of the travel
and home office expenses, as well as the substantiation of miscellaneous and
educational expenses.

Issue(s)

1. Whether the Ginos are entitled to deduct any part of their around-the-world trip
expenses as educational expenses.

2. Whether the Ginos are entitled to deduct home office expenses based on a ratio of
hours of business use to total hours of use, rather than total hours available.

3. Whether the Ginos can deduct additional nonreimbursed educational and
miscellaneous expenses beyond what the IRS allowed.

Holding
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1. No, because the trip was primarily personal and did not directly maintain or
improve skills required by their employment.

2. Yes, because the correct allocation for home office expenses is the ratio of
business use to total use hours, resulting in a 25% deduction of costs attributable to
work areas.

3. No, because the Ginos failed to substantiate the additional expenses claimed.

Court’s Reasoning

The court applied the 1967 regulations under Section 162(a) of the Internal Revenue
Code, which require that educational travel expenses be deductible only if the major
portion of activities directly maintains or improves job-related skills. The Ginos’ trip
activities, including sightseeing and minimal professional engagement, did not meet
this standard. For home office expenses, the court rejected the IRS’s allocation
method (hours of business use to total hours available) in favor of a method based on
actual use (hours of business use to total hours of use), citing Section 1. 274-2(e)(4)
of the Income Tax Regulations. The court’s 25% allocation reflected the Ginos’ use
of their home for teaching activities. The Ginos’ failure to substantiate additional
miscellaneous and educational expenses led to the disallowance of those deductions.
The court emphasized the need for clear substantiation of expenses, as per the
Cohan rule and Section 274(d).

Practical Implications

This decision clarifies that travel expenses for education must be directly tied to
maintaining or improving job-related skills to be deductible. Teachers and other
professionals should document how travel directly benefits their work. For home
office deductions, the ruling establishes that allocation should be based on actual
use, not availability, which may increase deductions for part-time use. Taxpayers
must substantiate all expenses claimed, as the court will not allow estimates without
clear evidence. This case has been referenced in later decisions regarding the
allocation of home office expenses and the substantiation of educational expenses.
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