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INDIVIDUALS 

 

In Shanker v. Commissioner, 143 TC No. 5, the Tax Court found that a $563 “thank you 

point” reward from Citibank evidenced by a 1099 was taxable; the Court indicated that a 

premium for making a deposit is different than frequent flyer miles which IRS has 

indicated that it will not seek to tax. 

 

In Schmidt v. Commissioner, TC Memo 2014-159, the Tax Court permitted a developer 

to claim a conservation easement on a 40-acre parcel but reduced the value of the 

easement by one-third from the amount claimed. 

 

In Zarlengo v. Commissioner, TC Memo 2014-161, the Tax Court determined that a 

deduction for a façade conservation easement could only occur in the year when it is 

recorded where the state statute (in this case New York) requires recordation to be 

effective; other conveyances under state law did not need to be recorded and would be 

effective on execution of the actual documents. 

 

In Williams v. Commissioner, TC Memo 2014-158, an attorney who also conducted an 

inherited telephone skills training business was required to segregate an airplane charter 

activity into a passive rental rather than combine it on a Schedule C with the training 

business, thereby “creating” a passive activity. 

 

In Wade v. Commissioner, TC Memo 2014-169, the Tax Court determined that the 

founder of two manufacturing companies continued to materially participate after his son 

took over running the companies, having proven “regular, continuous and substantial” 

participation. 

 

 

 

ESTATES 

 

In Estate of Adell v. Commissioner, TC Memo 2014-155, the Tax Court accepted the 

Estate’s valuation of $9.3 million on a broadcast company, rejecting an IRS valuation of 

$93.2 million later reduced to $26.3 million, finding that IRS failed to account for the 

personal goodwill of the son who was running the business and also gave too low an 

estimate of reasonable compensation for the son. 
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BUSINESS 

 

In Fresenius Medical Care Holdings, Inc. v. United States, the First Circuit Court of 

Appeals let stand a Massachusetts Federal District Court jury verdict finding that $95 

million of roughly $127 million paid to the Government in a civil settlement related to 

operation of dialysis centers was compensatory in nature rather than punitive; the lower 

Court’s instructions were to determine the economic realities which differed from a 

position in the Ninth Circuit which put the burden on the taxpayer to rebut a presumption 

that such payments are entirely punitive in nature. 

 

In Chief Counsel Advice 201433014, IRS indicated that an S corporation with a 

subsidiary becoming a C corporation in midyear prorates between the S corporation and 

C corporation portions of the year but that the former subsidiary must use actual income 

after it ceases to be a disregarded entity during the C corporation of the year. 

 

 

 

PROCEDURE 

 

Final Regulations under Code Section 7623 amend the “whistleblower” program 

allowing up to 30 percent of the collected proceeds to be paid to an informant; Form 211 

must be submitted to make a claim. 

 

In Swiggart v. Commissioner, TC Memo 2014-172, the Tax Court awarded attorney fees 

to an individual where IRS persisted in denying head of household status to a father who 

had passed the dependency allowance to the child’s mother; the adjustment arose because 

IRS treated an alleged incorrect status as a “mathematical error” and summarily increased 

the tax liability without a Notice of Deficiency. 

 

In Barkett v. Commissioner, 143 TC No. 6143, the Tax Court agreed with IRS that gross 

income for purpose of determining the applicability of a six-year statute of limitations on 

understatements of  greater than 25 percent of gross income is calculated based on 

reported gains and not the reported amount realized in the case of sale of investment 

assets. 

 

In Pitts v. United States, 114 AFTR2d 2014-________, a California Federal District 

Court agreed with a bankruptcy court that no specific assessment is needed to commence 

collection efforts against a partner in a general partnership for unpaid payroll taxes as 

state law makes a general partner automatically responsible for all debts of a partnership. 

 

In United States v. Baker, 114 AFTR2d 2014-5185, a New Hampshire Federal District 

Court, looking at state law, determined that a conveyance of an interest in real property 

required by a divorce judgment incorporating a separation agreement effectively 

transferred the ownership from joint to the wife’s separate property prior to an IRS lien 
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filed against the husband’s property; the Court noted that other states may require 

recordation of the deed for the transfer to be effective against third parties. 

 

In Hall v. Commissioner, TC Memo 2014-171, the Tax Court denied innocent spouse 

relief to an ophthalmologist for his attorney wife’s overstated deductions; the Court 

indicated that he should not have relied upon her based on their prior convictions for 

failure to file income tax returns. 

 

Internal Revenue Manual Revisions reflect the new Appeals Judicial Approach and 

Culture (AJAC) project starting September 2, 2014 under which appeals officers will be 

known as “hearing officers” and will adopt a quasi-judicial approach to the handling of 

cases, requiring all evidence to have been supplied to Examination or Collection such that 

the appeal is on the record that was created; any new issues will be referred back and the 

appeals proceeding will be suspended. 
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