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SUBJECT:SUBJECT:SUBJECT: CreditCreditCredit cardcardcard convenienceconvenienceconvenience feesfeesfees 

ThisThisThis isisis ininin responseresponseresponse tototo youryouryour electronicelectronicelectronic mailmailmail inquiryinquiryinquiry asasas tototo whetherwhetherwhether ananan individualindividualindividual may
may
may
 
deductdeductdeduct convenienceconvenienceconvenience feesfeesfees chargedchargedcharged bybyby aaa creditcreditcredit cardcardcard companycompanycompany forforfor usingusingusing aaa creditcreditcredit cardcardcard to
to
to
 
paypaypay thethethe individual'sindividual'sindividual's personalpersonalpersonal incomeincomeincome taxestaxestaxes due.
due.
due.
 

OurOurOur analysisanalysisanalysis beginsbeginsbegins withwithwith §§§ 212(3)212(3)212(3) ofofof thethethe InternalInternalInternal RevenueRevenueRevenue CodeCodeCode whichwhichwhich providesprovidesprovides thatthatthat in
in
in
 
thethethe casecasecase ofofof ananan individual,individual,individual, theretherethere shallshallshall bebebe allowedallowedallowed asasas aaa deductiondeductiondeduction allallall thethethe ordinaryordinaryordinary and
and
and
 
necessarynecessarynecessary expensesexpensesexpenses paidpaidpaid ororor incurredincurredincurred duringduringduring thethethe taxabletaxabletaxable yearyearyear ininin connectionconnectionconnection withwithwith the
the
the
 
determination,determination,determination, collection,collection,collection, ororor refundrefundrefund ofofof anyanyany tax.
tax.
tax.
 

SectionSectionSection 1.212-11.212-11.212-1 (I)(I)(I) ofofof thethethe IncomeIncomeIncome TaxTaxTax RegulationsRegulationsRegulations statesstatesstates thatthatthat expensesexpensesexpenses paidpaidpaid ororor incurred
incurred
incurred
 
bybyby ananan individualindividualindividual ininin connectionconnectionconnection withwithwith thethethe determination,determination,determination, collection,collection,collection, ororor refundrefundrefund ofofof anyanyany tax,
tax,
tax,
 
whetherwhetherwhether thethethe taxingtaxingtaxing authorityauthorityauthority bebebe Federal,Federal,Federal, State,State,State, ororor municipal,municipal,municipal, andandand whetherwhetherwhether thethethe taxtaxtax be
be
be
 
income,income,income, estate,estate,estate, gift,gift,gift, property,property,property, ororor anyanyany otherotherother tax,tax,tax, areareare deductible.deductible.deductible. Thus,Thus,Thus, expensesexpensesexpenses paidpaidpaid or
or
or
 
incurredincurredincurred bybyby aaa taxpayertaxpayertaxpayer forforfor taxtaxtax counselorcounselorcounselor expensesexpensesexpenses paidpaidpaid ororor incurredincurredincurred ininin connectionconnectionconnection with
with
with
 
thethethe preparationpreparationpreparation ofofof hishishis taxtaxtax returnsreturnsreturns ororor ininin connectionconnectionconnection withwithwith anyanyany proceedingsproceedingsproceedings involvedinvolvedinvolved in
in
in
 
determiningdeterminingdetermining thethethe extentextentextent ofofof taxtaxtax liabilityliabilityliability ororor ininin contestingcontestingcontesting hishishis taxtaxtax liabilityliabilityliability areareare deductible.
deductible.
deductible.
 

AlthoughAlthoughAlthough thethethe legislativelegislativelegislative historyhistoryhistory concerningconcerningconcerning §§§ 212(3)212(3)212(3) isisis brief,brief,brief, S.S.S. Rep.Rep.Rep. No.No.No. 1622,1622,1622, 838383rdrdrd 

Cong.,Cong.,Cong., 222ddd Sess.Sess.Sess. 218218218 (1954)(1954)(1954) providesprovidesprovides thatthatthat paragraphparagraphparagraph 333 ofofof SectionSectionSection 212212212 isisis designeddesigneddesigned tototo 
... -permit-permit-permit thethethe deductiondeductiondeduction bybyby ananan individual·individual·individual· of-legalof-legalof-legal andandand other-other-other- expenses-paidexpenses-paidexpenses-paid or-~ncur-r-ed-in---or-~ncur-r-ed-in---or-~ncur-r-ed-in--- .--.--.-- --- -.---.---.-- ------ --­--­--­

connectionconnectionconnection withwithwith aaa contestedcontestedcontested taxtaxtax liabilityliabilityliability whetherwhetherwhether thethethe contestcontestcontest bebebe Federal,Federal,Federal, State,State,State, ororor 



municipalmunicipalmunicipal taxes,taxes,taxes, ororor whetherwhetherwhether thethethe taxtaxtax bebebe income,income,income, estate,estate,estate, gift,gift,gift, property,property,property, andandand sososo forth.forth.forth. AnyAnyAny 
expensesexpensesexpenses incurredincurredincurred ininin contestingcontestingcontesting anyanyany liabilityliabilityliability collectedcollectedcollected asasas aaa taxtaxtax ororor asasas aaa partpartpart ofofof thethethe taxtaxtax willwillwill 
bebebe deductible.deductible.deductible. 

BasedBasedBased ononon thethethe foregoingforegoingforegoing authority,authority,authority, ititit appearsappearsappears thatthatthat CongressCongressCongress intendedintendedintended tototo allowallowallow aaa 
deductiondeductiondeduction tototo ananan individualindividualindividual ininin connectionconnectionconnection withwithwith determiningdeterminingdetermining thethethe extentextentextent ofofof thethethe taxtaxtax liabilityliabilityliability ororor 
ininin contestingcontestingcontesting thethethe taxtaxtax liability.liability.liability. ThatThatThat authority,authority,authority, however,however,however, doesdoesdoes notnotnot supportsupportsupport aaa broaderbroaderbroader 
interpretationinterpretationinterpretation ofofof §§§ 212212212 allowingallowingallowing aaa deductiondeductiondeduction tototo ananan individualindividualindividual who,who,who, uponuponupon makingmakingmaking thethethe 
personalpersonalpersonal choicechoicechoice tototo paypaypay thethethe individual'sindividual'sindividual's federalfederalfederal incomeincomeincome taxestaxestaxes dueduedue bybyby creditcreditcredit card,card,card, incursincursincurs 
thethethe expenseexpenseexpense ofofof aaa convenienceconvenienceconvenience feefeefee chargedchargedcharged bybyby thethethe creditcreditcredit cardcardcard company.company.company. 

SectionSectionSection 262262262 providesprovidesprovides thatthatthat exceptexceptexcept asasas otherwiseotherwiseotherwise providedprovidedprovided forforfor ininin thisthisthis chapter,chapter,chapter, nonono deductiondeductiondeduction 
shallshallshall bebebe allowedallowedallowed forforfor personal,personal,personal, living,living,living, ororor familyfamilyfamily expenses.expenses.expenses. SectionSectionSection 1.262-11.262-11.262-1 (b)(b)(b) furtherfurtherfurther 
providesprovidesprovides somesomesome examplesexamplesexamples ofofof personal,personal,personal, livinglivingliving andandand familyfamilyfamily expensesexpensesexpenses suchsuchsuch asasas (1)(1)(1) premiumspremiumspremiums 
paidpaidpaid forforfor lifelifelife insuranceinsuranceinsurance bybyby thethethe insured,insured,insured, (2)(2)(2) costcostcost ofofof insuringinsuringinsuring aaa dwellingdwellingdwelling ownedownedowned andandand 
occupiedoccupiedoccupied bybyby thethethe taxpayertaxpayertaxpayer asasas aaa personalpersonalpersonal residence,residence,residence, andandand (3)(3)(3) expensesexpensesexpenses ofofof maintainingmaintainingmaintaining aaa 
household.household.household. 

TheTheThe creditcreditcredit cardcardcard convenienceconvenienceconvenience feefeefee isisis chargedchargedcharged ininin connectionconnectionconnection withwithwith paymentpaymentpayment ofofof ananan incomeincomeincome 
taxtaxtax thatthatthat isisis imposedimposedimposed withoutwithoutwithout regardregardregard tototo thethethe naturenaturenature ofofof thethethe incomeincomeincome givinggivinggiving riseriserise tototo thethethe liability.liability.liability. 
Thus,Thus,Thus, thethethe feefeefee appearsappearsappears tototo bebebe moremoremore similarsimilarsimilar tototo thethethe personalpersonalpersonal expensesexpensesexpenses thatthatthat areareare notnotnot 
deductibledeductibledeductible bybyby reasonreasonreason ofofof §262.§262.§262. 

InInIn conclusion,conclusion,conclusion, nonono deductiondeductiondeduction isisis allowedallowedallowed forforfor thethethe creditcreditcredit cardcardcard convenienceconvenienceconvenience feefeefee underunderunder §§§ 
212(3);212(3);212(3); rather,rather,rather, thethethe expenseexpenseexpense shouldshouldshould bebebe consideredconsideredconsidered asasas aaa nondeductiblenondeductiblenondeductible personalpersonalpersonal expenseexpenseexpense 
underunderunder §§§ 262.262.262. 


