Hamacher v. Commissioner, 92 T. C. 123 (1989)

To deduct home office expenses for multiple business uses, each use must qualify
under the exclusive use requirement of IRC §280A(c)(1).

Summary

Alfred Hamacher, an actor and administrator of an acting school, sought to deduct
home office expenses related to both his acting and administrative work. The IRS
disallowed these deductions, arguing the home office did not meet the exclusive use
requirement of IRC §280A(c)(1). The Tax Court agreed, holding that for a home
office to be deductible when used for multiple business purposes, each use must
independently satisfy §280A(c)(1). Hamacher’s use of the home office for his
administrative role was not for the convenience of his employer, thus failing to meet
the statute’s requirements. Consequently, his home office and related automobile
expense deductions were disallowed.

Facts

Alfred W. Hamacher was a professional actor and administrator of an acting school
at the Alliance Theatre in Atlanta, Georgia. He used a home office for both his acting
career and administrative duties. His home office contained necessary equipment
and materials for both roles. Hamacher claimed home office deductions on his 1983
and 1984 tax returns, which the IRS disallowed, asserting the office was not used
exclusively for business purposes as required by IRC §280A(c)(1). Additionally,
Hamacher claimed automobile expenses related to commuting between his home
office and the theater, which were also disallowed pending the outcome of the home
office deduction issue.

Procedural History

The IRS issued a statutory notice of deficiency for Hamacher’s 1983 and 1984 tax
years, disallowing his claimed home office and automobile expense deductions.
Hamacher and his wife, Mary M. Hamacher, petitioned the U. S. Tax Court for a
redetermination of the deficiencies. The court heard the case and issued its opinion,
ruling against the Hamachers on the home office deduction issue, which
consequently affected the automobile expense deductions.

Issue(s)

1. Whether petitioners are entitled to deductions for home office expenses under
IRC §280A.

2. Whether petitioners are entitled to deductions for automobile expenses in excess
of those allowed by respondent, dependent on the resolution of the home office
deduction issue.

Holding
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1. No, because Hamacher’s home office use did not satisfy the exclusive use
requirement of IRC §280A(c)(1) for both his acting and administrative roles.

2. No, because the automobile expenses were related to commuting to a non-
qualifying home office under IRC §280A(c)(1).

Court’s Reasoning

The court analyzed IRC §280A, which generally disallows deductions for the
business use of a home unless specific exceptions apply. For an employee, the home
office must be used exclusively and regularly for business and for the convenience of
the employer. The court found that Hamacher’s use of the home office for his
administrative duties did not meet this requirement, as it was not necessary for his
employer’s business and was for his own convenience. The court also clarified that
when a home office is used for multiple business activities, each use must qualify
under §280A(c)(1) to be deductible. Hamacher’s acting use alone did not satisfy the
statute because it was not his principal place of business. The court relied on
legislative history indicating Congress intended to limit home office deductions to
prevent personal expenses from being claimed as business deductions. The court
rejected Hamacher’s argument that his home office use for administrative duties
was for the convenience of his employer, citing a lack of evidence that his employer
required or even knew about the home office. Consequently, the court upheld the
IRS’s disallowance of the home office and related automobile deductions.

Practical Implications

This decision establishes that taxpayers using a home office for multiple business
activities must ensure each use independently meets the requirements of IRC
§280A(c)(1). Practitioners advising clients on home office deductions should
carefully evaluate whether each business use qualifies, particularly focusing on the
exclusive use and convenience of the employer tests for employees. This case also
impacts how commuting expenses are treated, reinforcing that such expenses are
not deductible if related to a non-qualifying home office. Subsequent cases like
Soliman v. Commissioner have further refined the interpretation of the principal
place of business requirement under §280A. Taxpayers and their advisors should be
cautious in claiming home office deductions and ensure thorough documentation
and substantiation of the business use, especially when multiple activities are
conducted from the same space.
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