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INDIVIDUALS 

 

In Carrino v. Commissioner, TC Memo 2014-34, the Tax Court determined that a 

California taxpayer separated from her husband had to report community income 

although she knew nothing about the underlying venture, a hedge fund producing 

substantial income, until the divorce proceedings. 

 

In Patrick v. Commissioner, 142 TC No. 5, the Tax Court determined that whistleblower 

(qui tam) awards are ordinary income rather than capital gain as there is no capital asset. 

 

In Assaderaghi v. Commissioner, TC Memo 2041-33, the Tax Court determined that a 

regularly employed electrical engineer who made 535 stock trades in one year and 180 in 

the next year was not a “trader”, making his losses capital in nature; the Court confirmed 

prior rulings which require trades virtually every day to evidence the needed frequency, 

continuity and regularity. 

 

 

 

RETIREMENT PLANS 

 

In Letter Ruling 201407027, IRS approved a late rollover from an employer sponsored 

retirement plan to an IRA in the amount of the outstanding plan loan where the taxpayer 

was unaware that the loan would be considered a deemed distribution on termination of 

employment. 

 

 

 

ESTATES 

 

In Estate of Richmond v. Commissioner, TC Memo 2014-26, the Tax Court rejected an 

income approach used by the estate in valuing a holding company of marketable 

securities and required use of an asset approach giving higher value; the Court did allow 

a 40 percent combined discount for lack of control, lack of marketability and built-in 

capital gain. 
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BUSINESS 

 

Final Regulations under Code Section 83 narrow the ability to claim that restricted stock 

and other assets are subject to a substantial risk of forfeiture; pursuant to the Regulations, 

this exists only where rights in property that are transferred are conditioned upon the 

future performance (or refraining from performance) of substantial services by any 

person or the occurrence of a condition related to the purpose of the transfer. 

 

Final Regulations under Code Section 4980H postpone the employer healthcare shared 

responsibility penalty implementation, except for reporting on coverage, until 2016 for 

employers with 50 to 99 employees and require larger employers to offer coverage only 

to 70 percent of fulltime workers in 2015 and 95 percent of fulltime workers in 2016. 

 

In Shea Homes, Inc. v. Commissioner, 142 TC No. 3, the Tax Court allowed a 

homebuilder, otherwise eligible, to utilize a completed contract method of accounting 

which allowed deferral of net income until substantially all homes in a development were 

sold. 

 

In Dargie v. United States, 113 AFTR2d 2014-457, the Sixth Circuit Court of Appeals 

agreed with a Tennessee Federal District Court that a physician who had to pay back 

tuition expense advanced by a community in consideration for working in that locale 

after graduation could not deduct the payments for breach; the Court looked to the origin 

of the claim which was the cost of his education rather than to the fact that the payment 

allowed him to make more money in another community. 

 

In Nakano v. United States, 113 AFTR2d 2014-510, the Ninth Circuit Court of Appeals 

agreed with a California Federal District Court that the requirement that a business utilize 

all available funds to cover unpaid payroll taxes is unaffected by the filing of a Chapter 

11 bankruptcy petition; the Court rejected a defense to the Trust Fund Recovery Penalty 

that the filing permitted the payment of new obligations first and that, accordingly, the 

failure to pay payroll taxes was not willful. 

 

 

 

PROCEDURE 

 

In Loving v. Internal Revenue Service, 113 AFTR2d ________, the DC Circuit Court of 

Appeals agreed with a District of Columbia Federal District Court that IRS Regulations 

requiring that unlicensed tax return preparers pass a certification exam and complete at 

least 15 hours of continuing education annually exceed the statutory authority of the 

agency. 

 

In Austin and Laurato v. United States, the US Supreme Court refused to grant certiorari 

and review a decision of the Eleventh Circuit Court of Appeals at 112 AFTR2d 2013-

6219 affirming a Florida Federal District Court which held that an IRS lien has priority 
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over an attorney lien where the latter attaches under state law only when there is an 

attempt by the client to avoid payment. 

 

In Howeter v. Commissioner, TC Summary Opinion 2014-15, the Tax Court  disagreed 

with Revenue Procedure 2013-34 and determined that receipt of no significant benefit by 

the claiming spouse is a favorable rather than a neutral factor, then balancing the factors 

and awarding innocent spouse status to the former wife as to self-employment income of 

her former husband. 

 

In Rizzo v. Michigan Department of Treasury, 113 AFTR2d ________, the Sixth Circuit 

Court of Appeals agreed with a Michigan Federal District Court that a state tax 

(Michigan Single Business Tax) for which there is individual derivative liability is not 

dischargeable in a personal bankruptcy. 
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