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INDIVIDUALS 

 

In Topsnik v. Commissioner, 143 TC No. 12, the Tax Court determined that a resident 

alien with a “green card” cannot informally abandon such status but may only do so by 

formal procedures involving completing a form for filing with Immigration and 

Naturalization Service or a consular officer. 

 

In Cortes v. Commissioner, TC Memo 2014-181, the Tax Court determined that a church 

pastor who signed a vow of poverty and created a corporation to receive his paychecks 

from which he could draw on an “as needed” basis did not shift income away from him at 

the time of the diversion. 

 

In Cosentino v. Commissioner, TC Memo 2014-186, the Tax Court stated that damages 

for bad tax advice are generally nontaxable, the exceptions being when the loss was 

previously deducted or to the extent the loss did not actually occur; where damages were 

sought in the amount of $641,000 and the settlement was for $375,000, a proration of the 

taxable and nontaxable portions was required based on the comparative numbers in the 

Complaint. 

 

In Bunch v. Commissioner, TC Memo 2014-177, the Tax Court determined that a 

married couple who lent money to a company which in turn loaned to real estate 

developers claimed a loss too soon notwithstanding the bankruptcy of the debtor 

company; at the time of the filing, the debtor had significant assets and the taxpayer 

received two interim distributions.   

 

In LeBeau v. Commissioner, TC Memo 2014-198, the Tax Court held that construction 

and maintenance costs of a swimming pool for “weight loss” purposes were not 

deductible as a medical expense; even if the pool had been prescribed for a specific 

ailment, the Court noted that the taxpayer failed to show the extent to which the home 

increased in value as only the excess could potentially be deductible. 
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RETIREMENT PLANS 

 

In Bohner v. Commissioner, 143 TC No. 11, the Tax Court agreed with IRS that IRA 

distributions allowing an individual to make a lump sum contribution into the civil 

service retirement system to increase his future benefits were not eligible for rollover as 

the civil service does not accept rollover contributions. 

 

In Letter Ruling 201436055, IRS waived the 60-day rollover rule where the taxpayer died 

after requesting funds be transferred and multiple financial institutions would not 

immediately accept funds; in Letter Ruling 201436057, IRS waived the 60-day period 

based on the taxpayer’s need to care for his dying mother in law. 

 

In Letter Ruling 201436056, IRS declined to waive the 60-day rollover rule where a 

taxpayer withdrew funds from an IRA in order to prevent foreclosure on her home and 

failed to make a timely redeposit. 

 

 

 

ESTATES 

 

In Estate of Elkins v. Commissioner, 114 AFTR2d 2014-5985, the Fifth Circuit Court of 

Appeals disagreed with the Tax Court and accepted the expert witness testimony of the 

Estate as to a proper discount for fractional interests in fine art, allowing a 44.75 percent 

discount as opposed to the 10 percent reduction permitted by the Tax Court. 

 

In Letter Ruling 201436036, IRS advised that judicial reformation of a trust to reflect the 

grantors’ intent that the beneficiary be granted a limited testamentary power of 

appointment rather than a general power did not constitute a gift by the beneficiary for 

tax purposes. 

 

 

 

BUSINESS 

 

In VisionMonitor Software, LLC v. Commissioner, TC Memo 2014-182, the Tax Court 

determined that neither the partnership nor the contributing partners received basis in 

unsecured promissory notes contributed by the partners to the entity. 

 

In Chief Counsel Advice 201436049, IRS determined that an LLC providing investment 

managing services could not segregate a portion of the earnings of its members in excess 

of “reasonable compensation” as being akin to that of a limited partner and exempt from 

self-employment tax. 
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PROCEDURE 

 

In Work v. Commissioner, TC Memo 2014-190, a husband was denied innocent spouse 

status on overstated deductions of his wife’s business when the couple remained together; 

the Court observed that he should have noted the dramatic increase in tax refunds as 

compared to the prior years. 

 

In Hawkins v. Franchise Tax Board of California, 114 AFTR2d 2014-5976, the Ninth 

Circuit Court of Appeals reversed a California Federal District Court and concluded that 

lavish spending in the years leading up to bankruptcy is insufficient to deny a discharge 

without other evidence of an intention to evade paying taxes. 

 

In Action on Decision 2014-01, IRS indicated that it will not follow the holding of the 

Tax Court in Dixon v. Commissioner, 141 TC 173, where an employer was allowed to 

designate payments of its employment taxes to the income taxes of specific employees 

(in this case the owners). 
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