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BEFORE THE STATE BOARD OF TAX APPEALS
STATE OF ARIZONA
100 Morth 15th Avenue - Suite 140
Phoenix, Arizona 35007
- 502 384 1102

GREGORY L. CZEKA,
Docket No. 1954-06-1

Appellant,

3.

NOTICE OF DECISION
FINDINGS OF FACT AND
CONCLUSIONS OF | AW

ARIZONA DEPARTMENT OF REVENUE,

L i A M o g )

Appellea,

The State Board of Tax Appeals, having considerad all evidence and arguments presented, and

having taken the matter undsr advisement, finds and concludss as foilow:

FINDINGS OF FACT

Gregory L. Czekaj (“Appeflant”) was emplayed as a teacher for the Sahuarita Unified School
District during tax year 1899, Appellant timely filed his 1998 Arizona incomne tax return reporting adjusted
gross ingome of $27,034 and claiming #emized deductions in the amount of $18,423, including $11.8865
for unreimbursed employee business expenses and 32,064 for medical expenses.

The Arizona Department of Revenue ("Department”) audited the return and requested that
Appellant submit additional information verifying the itemized deductions claimed. Based on the
information provided, the Department disallowed all of the unreimbursed emplayes business expenses
ciaimed and $1,881 of the medical expenses claimed and subsequently issued an assessment of
%530, 38 for additional tax and interest.

Appellant protested the assessment to the Department’s Hearing Officer whe denied the protest.

Appellant then protested the Hearing Officer's decision to the Director of the Department who affirmed the

decision. Appellant now timaly appeals to this Board.
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Hotice of Deision
Docket No. 1954-08-
DISCUSSION

The issue before the Board is whether the Appellant is entitled to the deductions claimed.

Linder Arizona law, a taxpayer may take a standard deduction on the Arizona income tax return
or elect to itemize deductions specifically allowed under the internal revenue code (*1.R.C.". AR.S §§
43-1041 and 1042{A). LR.C. § 213 provides a deduction for the portion of medical and dental expenses
not compensated for by insurance or otherwise. 1LR.C. § 162 provides a deduction for all ordinary and
necessary expenses paid or incurred during a taxable year in camying on any trada or business, including
such expenses as paid by an employee. These deductions, however, are subject to certain limitations.
Ses | R.C.§5 67, 68, and 274,

The medics| expanses disallowed by the Department include over the counter drugs, antacids,
tanning equipment, and swim club dues, which do nat meet the federal reguirements set forth under
LR.C.§ 213 Under LR.C. § 274, allowable business axpenses must be substantiated to qualify for a
deduction under LR.C. § 162. A business expense deduction is not allowable to an amployee to the
extent that the employee is entitied to reimbursement from his or her emplayer. Lucas v, Cammissioner,
79 T.C 1{1982}). An expense cannot be deducted as an “ordinary and necessary” business expense
under | R.C. § 162{2) when an employee fails to claim reimbursement for the expenses incumad in the
course of his employment when entitled to claim reimbursement. See, e.g., Onvs v. Commissioner, 788
F.2d 1406 {Ei'“ Cir. 1988). Finafly, Arizona law requires taxpayers {0 keep and preserve "suitable records
and other books and accounts necessary to determing the tax for which the person is liable for the
[pertinent] period . . . " AR.S. §42-1105(D).

The Department contends that Appeliant failed to claim reimbursement in the manner required by
the school disirict. However, Appellant claims that he did propery seek reimbursement bul was denied.
In any event, the Department argues that Appellant is not entitlsd to the deductions claimed because he

failed {o substantiate the unreimbursed employee business expenses,
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Motica af Dacision
Docket No.  1554-06.|

The Department previously returned the information submitted by Appellant to substantiate his
expenses, a5 requasted, but failed to retain 3 copy of the informaltion.  After the hearing hefore the Board,
the Boarg requested that Appellant again provide the Depariment with information substantating his
claimed deductions for the Department’s review. Thereafter, Appellant submitted hundreds of recsipls.
However, the recaipts were not arganized into categorias, nor did the taxpayer provide any explanation
a5 to why the items on the receipt ought to be deductible, or even ko which claim for deduction the
receipts applied. Neverthelass, the Dapartmant separated and reviewed the recaipts and attempted to
substantiate expense items. Based on the Department's review, thers are no further expenses that would
qualify for additional deductions for madical or dental expenses. However, the Department did identify
some expenses totaling $574 and it will consider as unreimbursed emplovee expenses. This will result in
a reduction of the additional tax assessed in the amount of $31.16. Appellant has not shown any other
expenses are medical, dental or unreimbursed employse axpsnses, tharsfors, Appeliant is not entitled to

any sdditional deductions.

CONCLUSIONS OF LAWY

Appellant is not entiled to the deductions claimed except for 3974 a8 unreimbursed amployes

business expenses.

ORDER
THEREFORE, IT I3 HEREBY ORDERED that the appeal is upheld in part and denied in pan;

and the final order of the Department is modified.
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Matice of Dagision
Docket Mo, 1954-06-1

This decisian becomes final upon the expiration of thirty (307 days from receipt by the taxpayer,

unless either the State or taxpayer brings an action in superior court 35 provided in AR.S. § 42-1254.

DATED this 13tn

JOWALWY
CERTIFIED

Copies of the foregoing
Mailed or delivered to:

Gregory L. Czekaj
223 North Mountain Avenue
Tugson, Arizona BS719

Gregory Marble

Assistant Attommey General
Civil Division, Tax Section
1275 West Washington Strest
Fhoenix, Arizana 85007

day of Decomber , 2007,

STATE BOARD OF TAX APPEALS

4

C. Washington, Chairpersa
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