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INDIVIDUALS 

 

In Smoker v. Commissioner, TC Memo 2013-56, the Tax Court determined that unpaid 

interest which was added to principal is not deductible by a cash basis taxpayer. 

 

In Estate of Evenchik v. Commissioner, TC Memo 2013-34, the Tax Court denied an 

income tax deduction for a donation of stock in a corporation where the material assets 

were two apartment buildings and the tax return attached only appraisals of the buildings 

but failed to incorporate them into the fair market value of the underlying shares. 

 

In Crimi v. Commissioner, TC Memo 2013-51, the Tax Court allowed a charitable 

deduction for donated real estate in a part-sale and part-gift transaction despite certain 

deficiencies in the written acknowledgment and appraisal; IRS had challenged such 

things as a typographical error in the lot of the contributed property, the lack of a proper 

signature and a statement that the appraisal was at “fair value” instead of “fair market 

value.” 

 

In Alphonso v. Commissioner, 111 AFTR2d 2013-756, the Second Circuit Court of 

Appeals reversed the Tax Court and determined that an assessment by a cooperative for 

damage to the common grounds could constitute a casualty loss to the owner of the coop. 

 

In Hoskins v. Commissioner, TC Memo 2013-36, the Tax Court declined to accept a 

“ballpark guesstimate” from a taxpayer lacking any substantiation as to the number of 

hours that he worked in a rental real estate activity. 

 

In Chief Counsel Advice 201306018, without addressing the proper measure of loss, IRS 

stated that additional tax, interest and penalty paid to IRS as the result of an abusive tax 

shelter is not the measure for determining a possible theft loss by a duped client; IRS also 

indicated that the partial recovery from the promoter constituted taxable income because 

the error was not in preparation (which would have been tax free) but in improper advice. 
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ESTATES 

 

In Letter Ruling 2013_____, IRS permitted a late election to opt out of payment of the 

estate tax for 2010 in favor of modified carryover basis even after a Form 706 had been 

filed with payment and a notice of audit had been received (this ruling was obtained by 

the author’s office). 

 

 

 

BUSINESS 

 

In Ash Grove Cement Company v. United States, 111 AFTR2d 2013-767, a Kansas 

Federal District Court denied a deduction in excess of $15 million for amounts paid in 

settlement of a dispute as the expenditure was found to be capital in nature as it related to 

payments to minority shareholders who objected to an acquisition. 

 

In Gorokhovsky v. Commissioner, TC Memo 2013-65, an attorney with undergraduate 

business and accounting degrees was tagged with unreported income, disallowed 

expenses and an accuracy penalty in part for inadequate record keeping. 

 

In Romanowski v. Commissioner, TC Memo 2013-55, a former NFL player who 

invested millions in a horse breeding operation was found not to have engaged in the 

activity for profit but was determined to have been looking for a tax shelter; in McMillan 

v. Commissioner, TC Memo 2013-40, an accomplished horse woman was found no 

longer to be engaged in an activity for profit as it had been eight years since her horses 

had last engaged in competition or in breeding. 

 

In Kurek v. Commissioner, TC Memo 2013-64, the Tax Court determined that 

tradespeople working on up to 30 residences who used their own tools, received no 

benefits and earned flat fees for each job were employees as they received weekly checks 

and could be replaced for unsatisfactory work. 

 

In Erwin v. United States, 111 AFTR2d 2013-426, a North Carolina Federal District 

Court found co-owners of an accounting firm each liable for the trust fund recovery 

penalty as they had authority to disburse checks and make payments electronically yet 

they paid employees and other bills without full remission of withheld taxes. 

 

In Chief Counsel Advice 201308027, IRS determined that a taxpayer’s settlement to 

make payment to the State for possible deceptive and illegal practices constituted 

deductible restitution or damages rather than a penalty, especially in light of the fact that 

the taxpayer made no admission of guilt. 

 

 

 

PROCEDURE 

 



2783390_1 

In Shafmaster v. United States, 111 AFTR2d 1013-788, the First Circuit Court of 

Appeals agreed with a New Hampshire Federal District Court that a verbal agreement 

with IRS during negotiations on a docketed Tax Court case not to impose the failure to 

pay penalty did not bar IRS for imposing the penalty when the liability was subsequently 

paid through an installment agreement; the Court indicated that the taxpayers “did not 

come close to satisfying equitable principles.” 

 

 

 


