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The Revenue Departnent assessed inconme tax against Roy M
Lecktreck ("Taxpayer") for the cal endar year 1984. The Taxpayer
appealed to the Admnistrative Law Division and a hearing was
conducted on Septenber 13, 1988. The Taxpayer represented hinself.

Assi stant counsel Duncan Crow appeared on behalf of the
Depart nent. Based on the evidence presented in the case, the
follow ng findings of fact and concl usions of |aw are hereby nmade
and entered.

FI NDI NGS OF FACT

The Taxpayer clained an interest deduction of $4,677.00 on his
1984 Al abama inconme tax return. The interest was paid on noney
borrowed by the Taxpayer to purchase stock, and was clainmed on
Schedul e D to reduce the Taxpayer's gain fromthe sale of stock.

The Departnent disallowed the interest as a Schedul e D busi ness
deduction, arguing instead that the expense was personal in nature
and thus should have been clainmed as a Schedule A item zed
deduction. However, the anount was al so disallowed as an item zed

deducti on because the Taxpayer had opted for the standard deducti on



in 1984.

The Taxpayer contends that be should not be penalized for
claimng the interest on the wong schedule. The Taxpayer further
argues that the interest was not a personal expense, but rather was
incurred as part of a business entered into for profit.

The Taxpayer is enployed as an assistant professor at the
University of Montevallo. During 1984, the Taxpayer was also
interested in starting a second career as a financial advisor.
Toward that end, the Taxpayer studied various financial
publ i cations and nade various investnents in the stock market. He
hoped to use his stock market expertise to entice others to enploy
himas an advisor. However, his performance with the stock narket
was | ess than expected and he abandoned the idea of becom ng an
advi sor.

CONCLUSI ONS OF LAW

The Taxpayer contends that the interest in question was incurred
in the ordinary course of business and should be allowed as an
ordi nary and necessary busi ness expense. However, the interest was
paid on | oans used to purchase stocks in the Taxpayer's personal
portfolio. Accordingly, the interest was personal in nature and
thus could have been deducted only as an item zed deduction on
Schedul e A

The fact that during 1984 the Taxpayer hoped to start a second

career as an investnment advisor did not alter the nature of his
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personal investnents. The Taxpayer by his own adm ssion was hopi ng
to do well personally in the stock market as an enticenent for
others to seek his advice. The fact that he spent considerable
time studying the market and readi ng vari ous business publications
can be directly attributed to his personal profit notives, and only
indirectly to sone future career as a stock market anal yst.

A taxpayer may elect to either item ze deductions or claimthe
optional standard deduction. The election cannot be altered after

the time for filing the return has passed. State v. Kilborn, 340

So. 2d 447.

In the present case, the interest was personal in nature and
could only have been clained as an item zed deduction on Schedul e
A.  Having elected the optional deduction, the Taxpayer cannot now
be allowed to deduct the interest as an item zed deduction. The
Departnent properly disallowed the interest and the Taxpayer nust
suffer the consequences for selecting the optional standard
deducti on.

The above considered, the Departnent is hereby directed to nake
the assessnment in issue final, wth interest as required by
statute.

Entered this 29th day of Novenber, 1988.

Bl LL THOMPSON
Chi ef Adm nistrative Law Judge



