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INDIVIDUALS 
 
In Cappel v. Commissioner, TC Memo 2016-150, the Tax Court refused to allow a father 
of three children by two wives to claim the dependency deductions for any of the 
children; he did not receive a Form 8332 from the custodial parents including his first 
wife who was required to release the dependency allowances if he was current in child 
support. 
 
In Simpson v. Commissioner, 118 AFTR2d 2016-5108, the Ninth Circuit Court of 
Appeals agreed with the Tax Court that only 10 percent of proceeds from a claim brought 
under Workers’ Compensation and other statutes was excludible where the settlement did 
not specifically allocate to workers compensation claims and it was not approved, as 
required, by the California Workers Compensation Board. 
 
In Gragg v. United States, 118 AFTR2d 2016-5364, the Ninth Circuit Court of Appeals 
agreed with a California Federal District Court that a qualifying real estate professional 
must still show material participation in a rental activity in order to avoid the passive loss 
limitations. 
 
In Szanto v. Commissioner, TC Memo 2016-145, the Tax Court found testimony from a 
couple to be lacking in credibility and denied deductions, among others, related to two 
purported rental properties, one of which the couple occupied and the other which the 
couple did not own. 
 
In Power v. Commissioner, TC Memo 2016-157, the Tax Court disallowed a real estate 
broker’s alleged operating losses from 5-8 years back as he could neither prove the losses 
nor show that they were not properly absorbed in the four prior years. 
 
In Tanzi v. Commissioner, TC Memo 2016-148, the Tax Court determined that internet 
access, cellular phone, computer and satellite television expenses were not “ordinary and 
necessary” employee business expenses for a college professor and his wife, a campus 
librarian; they had argued that they must constantly expand their general knowledge to be 
effective at their jobs. 
 
In Kopaigora v. Commissioner, TC Summary Opinion 2016-35, the Tax Court allowed a 
financial executive to deduct the cost of an MBA as it did not qualify him for a new 
business, allowing even amounts paid during a short period of unemployment. 
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In Action on Decision 2016-02, IRS announced that it acquiesces in the decision of the 
Ninth Circuit Court of Appeals in Voss which held that the $1 million acquisition 
indebtedness and $100,000 home equity indebtedness maximums for deducting interest 
are on a per individual basis and not also on a per residence basis. 
 
In Chief Counsel Advice 201633034, IRS set forth its position that a babysitter is a 
household employee if the parents have the right to “direct and control” the sitter. 
 
In Technical Advice Memorandum 201634022, IRS indicated that it could not force the 
combining of a surgical center in which a physician had a small passive ownership 
percentage with his two medical practices to constitute a single nonpassive activity. 
 
 
 
RETIREMENT PLANS 
 
In Revenue Procedure 2016-47, IRS announced a new self-certification procedure for 
rollovers missing the 60-day period for good cause; the trustee can rely upon the self-
certification absent actual knowledge to the contrary but must report the late rollover to 
IRS. 
 
 
 
ESTATES 
 
Proposed Regulations under Code Section 2704, if finalized, would limit discounts in the 
case of family limited liability entities and similar by valuing transfers at a percentage of 
the whole. 
 
 
 
BUSINESS 
 
In Scott Singer Installations v. Commissioner, TC Memo 2016-161, the Tax Court 
determined that over $646,443 of purported loans from its sole shareholder constituted 
debt despite the lack of promissory notes; however, it found that subsequent amounts put 
into the company were capital contributions as they occurred after the point when no 
reasonable creditor would lend to the corporation. 
 
In Shea Homes v. Commissioner, 118 AFTR2d 2016-________, the Ninth Circuit Court 
of Appeals agreed with the Tax Court that a developer of a community using the 
completed contract method did not need to report income until the entire project is 
substantially complete; IRS wanted to apply the method on a lot by lot basis. 
 
In Walker v. Commissioner, TC Memo 2016-159, the Tax Court denied more than 
$900,000 in deductions claimed by an ambulance service over a 3-year period and 
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allowed minimal expenses where the records in storage were destroyed by the landlord 
for failure to pay rent. 
 
In Kilpatrick v. Commissioner, TC Memo 2016-166, the Tax Court threw out most 
business and many personal deductions of a CPA for inadequate recordkeeping, citing in 
part the re-creation of a calendar. 
 
In Tizard v. Commissioner, TC Summary Opinion 2016-42, the Tax Court disallowed 
$13,295 deducted on a Schedule C by a commercial pilot who claimed a side piloting 
activity, finding that it was in a start-up phase and not yet “actually functioning.” 
 
In Arriondo v. United States, 118 AFTR2d 2016-5054, a Texas Federal District Court 
determined that the President and Treasurer of a company who upon learning of the 
liability used portions of available cash for purposes other than paying payroll taxes was 
liable for unpaid trust fund portion despite having no ownership interest.   
 
In Revenue Procedure 2016-45, IRS announced that it will once again provide letter 
rulings regarding whether a corporate division has a business purpose and/or whether it is 
principally a device for the distribution of earnings and profits. 
 
In Letter Ruling 201633017, IRS determined that disproportionate distributions to S 
corporation stockholders caused by an error in the ownership percentages and 
disproportionate distributions to pay state taxes allocable to stockholders did not 
terminate S status when both were corrected upon discovery.  
 
 
 
PROCEDURE 
 
In AICPA v. Internal Revenue Service, 118 AFTR2d 2016-5089, a District of Columbia 
Federal District Court determined that the AICPA does not have legal standing to 
challenge the voluntary education program and certification for unenrolled return 
preparers.   
 
In Rogers v. Commissioner, TC Memo 2016-152, the Tax Court found an individual not 
liable for failure to file and pay penalties for a single year where she had two fires in her 
apartment four months apart and then fractured her skull when she fell off a subway 
platform and spent five days in intensive care. 
 
In In Re:  Refco Public Commodity Pool, LP, a Delaware Bankruptcy Court determined 
that a partnership that did not file three years of returns and whose income came almost 
entirely from another partnership which failed to provide it with K-1s was not liable for 
the late filing penalty; the partnership was able to show that any financial information in 
its possession was of questionable accuracy. 
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In In re Bush, 118 AFTR2d 2016-5127, an Indiana Federal District Court determined that 
it had no authority to determine the applicability of tax penalties as they are subordinate 
to other creditor claims and there were insufficient assets to pay the penalties. 
 
In Tannenbaum v. United States, 117 AFTR2d 2016-5120, a New York Federal District 
Court balanced the equities and allowed IRS to force sale of a primary residence owned 
by a tax delinquent owing almost $2 million as tenants by the entirety with his wife; the 
Court dismissed arguments that the house was wheelchair accessible for the wife’s 
mother who lived with them. 
 
In Weiss v. Commissioner, 147 TC No. 6, the Tax Court determined that an individual 
failed in his attempt to late file a request for a Collection Due Process (CDP) hearing (so 
as not to stop the running of the 10-year period on collections); the Court measured the 
30-day appeal period from the date of mailing and not the date on the letter when IRS 
attempted hand delivery on the latter date but was deterred by a dog. 
 
In Hauptman v. Commissioner, 117 AFTR2d 2016-5306, the Eighth Circuit Court of 
Appeals agreed with the Tax Court that IRS did not abuse its discretion in rejecting an 
Offer in Compromise for an individual who had an “egregious history of past non-
compliance” and a “lavish lifestyle”; he had offered $500,000 against a tax liability of 
more than $15 million. 
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