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INDIVIDUALS

In Harris v. Commissioner, TC Memo 2014-69, the Tax Court determined that a father, 
being the parent with whom the child spent the greater number of nights, was entitled to 
the dependency allowance notwithstanding an agreement which placed the child with the 
mother for the greater number of nights (the Court found that the parties had deviated 
from the Agreement on their own volition).

In Johnson v. Commissioner, TC Memo 2014-67, a deduction for purported alimony 
payments was denied as the payments stopped not only on the death of either party or the 
remarriage of the recipient spouse but also upon the youngest child graduating high 
school; the Court noted that any stated child-related contingency shifts the tax treatment 
from alimony to child support.

In Eram v. Commissioner, TC Memo 2014-60, the Tax Court determined that a 
naturalized US citizen born in Iraq who returned there as a translator and who kept no 
real estate in the United States had his tax home in Iraq.

In Tolin v. Commissioner, TC Memo 2014-65, the Tax Court found that a lawyer spent 
more than 500 hours each year in a side horse breeding and racing activity, permitting 
deduction of the losses; he produced convincing telephone records, credit invoices and 
other contemporaneous materials.

In Gragg v. United States, 113 AFTR2d 2014-1647, a California Federal District Court 
agreed with an earlier decision of the Tax Court that a real estate professional with over 
750 hours in real estate constituting more than in any other activity must still establish 
material participation in each rental real estate activity (or all of them in the aggregate if 
an election has been made) in order to deduct losses against nonpassive income; the 
Court also rejected after the fact estimates as within the “reasonable means” standard of 
establishing the extent of participation.

In Chief Counsel Advice 201415002, IRS determined that a foreclosure on real property 
qualifies as a “fully taxable disposition”, permitting use of prior passive losses, even 
though the disposition resulted in cancellation of indebtedness income that was excluded 
under the insolvency exception.
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RETIREMENT PLANS

In Alexander v. Commissioner, TC Summary Opinion 2014-18, the Tax Court refused to 
give added days for a rollover in the case of an individual who had taken a distribution 
based on a broker’s mistaken belief that he could arrange a loan within 60 days to allow 
restoration of the IRA funds.

In Notice 2014-19, IRS indicated that retirement plans need not recognize same sex 
marriage prior to the Windsor decision on June 26, 2013 and need not recognize same sex 
marriages of another state in a state not permitting them until September 16, 2013; a plan 
may choose retroactive recognition through plan amendment.

In Letter Ruling 201416012, IRS waived the 60-day rollover period where the post office 
did not timely deliver a priority mail sent four days before the expiration period which 
did not actually arrive until three days after the expiration period.

ESTATES

In Estate of Olsen v. Commissioner, TC Memo 2014-58, the Tax Court determined that 
the value of all assets in the revocable trust of the first spouse to die must be included in 
the estate of the second decedent spouse where there was a failure to carve out an 
excludable family trust and two marital trusts from the original trust upon the first death.

In Estate of Woodbury v. Commissioner, TC Memo 2014-66, an estate’s “election” under 
Code Section 6166 to extend estate tax payments was found to be invalid as it did not 
comply with the statutory requisites; a letter was sent with the extension indicating an 
intent to make such an election.

In Chief Counsel Advice 201416007, IRS refused to allow the marital deduction for the 
portion of a spouse’s entitlement resulting from a statutory right to the extent it needed to 
be satisfied by assets in a foreign trust which would not be enforceable under the law of 
that foreign country.

BUSINESS

In Van Velzor v. Commissioner, TC Memo 2014-71, the Tax Court refused to accept a 
deduction for cash payments made to a foreign consultant notwithstanding receipts but 
indicated it would have accepted a credible affidavit or other evidence.

In Ash Grove Cement Company v. United States, 113 AFTR2d ________, the Tenth 
Circuit Court of Appeals agreed with a Kansas Federal District Court that amounts paid 
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to settle a shareholder lawsuit and related legal fees arising from a reorganization were 
nondeductible as they were capital expenditures for the benefit of future operations.

In Roberts v. Commissioner, TC Memo 2014-74, the Tax Court found that the first two 
years of a racehorse training facility were not operated with an objective of profit but 
found that the succeeding two years which followed development of a state of the art 
facility demonstrated a profit objective.

In Schiffmann v. United States, 113 AFTR2d 2013-720, a Rhode Island Federal District 
Court agreed with the weight of authority that individuals with bank account access are 
responsible for payroll taxes accruing before assuming their positions and having 
knowledge of the liability if they had the ability to pay the liability subsequently.

PROCEDURE

In AD Investment 2000 Fund LLC v. Commissioner, 142 TC No. 13, the Tax Court 
determined that taxpayers forfeited their right to claim attorney-client privilege when 
they asserted “reasonable cause” and “acting in good faith” as a defense to penalties.

In United States v. Montgomery, 113 AFTR2d 2014-1548, the Fifth Circuit Court of 
Appeals disagreed with a jury instruction provided by a Texas Federal District Court and 
stated that, when “good faith” is mentioned in a jury instruction, an actual belief, 
however unreasonable, of complying with the law will shield a defendant from criminal 
liability.

In SECC Corporation v. Commissioner, 142 TC No. 12, a divided Tax Court determined 
that it has jurisdiction notwithstanding the lack of a 90-day letter to determine whether 
workers are employees or independent contractors and/or to determine the applicability 
of Section 530 relief when an actual controversy has arisen as part of an examination; the 
Court determined that the taxpayer here had no specific time period for filing with the 
Tax Court as the IRS determination of employee status was not sent by certified or 
registered mail.

In Frank Sawyer Trust of May 1992 v. Commissioner, TC Memo 2014-59, the Tax Court 
determined that a transferee of a transferee can have “transferee liability”; however, the 
Court held that a “good-faith” transferee without knowledge of a scheme has liability 
only beyond the extent of the value that it gave for the transfer.

In In Re:  Calsafe Transportation, Inc., 113 AFTR2d ________, a California Bankruptcy 
Court determined that IRS could not demand a refund after two years in the absence of 
misrepresentation or other fraud when employment tax payments were credited both to a 
predecessor and a successor corporation; an adjustment had been made to credit the 
correct entity but no debit was ever made to the account of the other entity.
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In Program Manager Technical Advice Memorandum 2013-22, released on April 10, 
2014, IRS indicated that it may deny an in-person CDP appeal where inadequate financial 
data has been provided but may not deny such a conference solely because the 
information indicates that a taxpayer can pay the liability in full.
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