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MEMORANDUM FI NDI NGS OF FACT AND OPI NI ON

HAI NES, Judge: Respondent determ ned a deficiency in
petitioner’s 2002 Federal incone tax of $3,663, as well as a

penal ty under section 6662(a) of $733.1

1 Unl ess otherwi se indicated, all section references are to
the I nternal Revenue Code, as anended. Ampunts are rounded to
nearest doll ar.
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The issues for decision are: (1) Wether petitioner is
entitled to deduct the expense of flight school as an educati onal
expense under section 162(a); and (2) whether petitioner is
liable for the accuracy-related penalty under section 6662(a).

FI NDI NGS OF FACT

The parties’ stipulation of facts and the attached exhibits
are incorporated herein by this reference, and the facts
stipulated are so found. At the tinme the petition was filed,
petitioner resided in Castro Valley, California.

Petitioner graduated from San Jose State University with a
bachel or of science degree in aviation operations. Petitioner is
currently enpl oyed as an aeronautical engineer? with Pl anners
Col | aborative, Inc. (Planners), a subcontractor which provided
engi neering and techni cal nmanagenent services to support the
Nat i onal Aeronautics and Space Admi nistration’s (NASA) Anes
Research Center. Prior to his enploynment with Planners, from
August 2000 t hrough October 2004, petitioner was enployed as an
aeronautical engineer with Teculan Inc. (Teculan), a
subcontractor which al so provided engi neering and techni cal

managenent services to NASA.

2 The parties also referred to petitioner as a systens
engi neer.
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Petitioner’s duties for Teculan required himto: (1)
| dentify, collect, organize, and docunent engi neering
requi renents and draw ngs; (2) maintain configuration control
processes to ensure traceability of baseline docunentation; (3)
test and evaluate aircraft flight systens software, cockpit
ergonom cs, and other rel ated engi neering nodalities; and (4)
perform engi neering studi es and provide technical assistance,

i ncl udi ng probl em sol ving and fornul ati on of tradeoffs and
recommendati ons.

Wil e working at Tecul an, on Cctober 1, 2001, petitioner
began attending a comrercial pilot training program offered by
Sierra Acadeny of Aeronautics (Sierra Acadeny) to pursue a
commercial pilot’s certificate for both single-engine and
mul ti engi ne airplanes (comercial pilot certificates). To
receive a comrercial pilot certificate for either single-engine
or nmultiengine airplanes, petitioner was required to conpl ete
three prograns: (1) personal pilot’s certification; (2) pilot
instrunment rating; and (3) commercial pilot certificate.
Petitioner conpleted these three prograns and received his
comercial pilot certificates on March 1, 2004.

The parties stipulated that petitioner was not required to
attend flight school to nmeet the m ninum education requirenents

necessary to qualify as an aeronautical engineer by his forner
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enpl oyers or by any |law or regulation. Petitioner was not
rei mbursed for the expenses paid to attend Sierra Acadeny.

In 2002, petitioner paid Sierra Acadeny $17,826 for tuition
and $929 for required books, equipnent, and uniforns. He
reported $18, 755 as educati onal expenses on his Schedul e A
|tem zed Deductions, for 2002. Petitioner prepared his 2002
Federal inconme tax return using tax preparation software.

On Novenber 15, 2005, respondent mailed petitioner the
notice of deficiency with respect to 2002 whi ch deni ed
petitioner’s deductions for educational expenses. Petitioner
tinely filed his petition on Decenber 22, 2005.

OPI NI ON

Section 162(a) allows a deduction for all ordinary and
necessary expenses paid or incurred during the taxable year in
carrying on any trade or business. Generally, expenditures nade
by an individual for education are deductible under section
162(a) if the education maintains or inproves skills required of
the individual in his enploynent or other trade or business or
nmeets the express requirenents of the individual’'s enployer.
Sec. 1.162-5(a), Incone Tax Regs. However, even if the general
rule is satisfied, expenses for education are nondeductible if
the education is part of a programof study which will lead to
qualifying an individual for a new trade or business. Sec.

1.162-5(b)(1), (3), Incone Tax Regs.
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An i ndividual who, through education, inproves his skills in
an existing trade or business may al so becone qualified for a new
trade or business. Educational expenses incurred to qualify for
a new trade or business are nondeductible even if the individual
does not engage in the new activity. See sec. 1.162-5(b)(3)(ii)
Exanple (2), Inconme Tax Regs. The nere capacity to engage in a
new trade or business is sufficient to disqualify the expenses

for the deduction. Wiszmann v. Conmi ssioner, 52 T.C. 1106, 1111

(1969) affd. per curiam443 F.2d 29 (9th Gr. 1971); see sec.
1.162-5(b)(3), Incone Tax Regs.

The Court agrees with petitioner’s contention that his
training inproved his aeronautical engineering skills. By taking
flight | essons petitioner likely inproved his ability to evaluate
cockpit ergonom cs and design and troubl eshoot future flight
concepts. The training also likely inproved his skills in
testing and evaluating aircraft flight systens software.

However, the education undertaken by petitioner was a course of
study that led to his receipt of comercial pilot certificates.
As a result, this Court nust deci de whether petitioner becane
qualified for new trade or business by attaining these
certificates.

Even though petitioner did not intend to work as a
commercial pilot, the commercial pilot certificates qualified him

to be enployed as a pilot-in-command of an aircraft for single
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and nul tiengine airplanes for conpensation,?® qualified himto
serve as a second-in-conmand pilot for an airline,* and enabl ed
petitioner to engage in a trade or business for which he was

previously unqualified. Robinson v. Conm ssioner, 78 T.C 550,

557 (1982); Bodley v. Conmm ssioner, 56 T.C 1357, 1361 (1971).

Therefore, this Court finds that petitioner’s comercial pilot
training was part of a program of study which qualified himfor a
new trade or business, and the expenses paid in 2002 to attend
t he program are nondeducti bl e under section 162. See sec. 1.162-
5(b)(3), Incone Tax Regs.

Respondent contends petitioner is liable for a section 6662
penal ty because the underpaynent of tax was attributable to
negli gence. Section 6662(a) inposes a 20-percent accuracy-
rel ated penalty on the portion of any underpaynent attributable
to negligence. Sec. 6662(b). The term “negligence” includes any
failure to make a reasonable attenpt to conply with the
provisions of the internal revenue |l aws or to exercise ordinary
and reasonable care in the preparation of a tax return. Sec.

6662(c); sec. 1.6662-3(b)(1), Incone Tax Regs.

3 See Roussel v. Comm ssioner, T.C. Meno. 1979-125; 14
C.F.R sec. 61.133(a) and (b) (2002).

4 See 14 CF.R sec. 61.55 (2002). Because petitioner did
not earn an airline transport pilot rating, he would not be
allowed to captain an airplane for an airline conpany.
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On this entire record, the Court finds that petitioner nade
a reasonable attenpt to conply with the internal revenue | aws
and exercised ordinary and reasonabl e care by obtaining software
to aid himin the preparation of his 2002 Federal incone tax
return. Therefore, the Court is satisfied that the section
6662(a) accuracy-rel ated penalty for negligence should not be
i nposed.

The Court, in reaching its hol ding, has considered al
argunent s nmade and concl udes that any argunents not nentioned
above are noot, irrelevant, or without nerit.

To reflect the foregoing,

Deci sion will be

entered under Rul e 155.




