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INDIVIDUALS 
 
In Jackson v. Commissioner, TC Summary Opinion 2016-33, an individual living in a 
residence owned and also occupied by his girlfriend was unable to claim a mortgage 
interest deduction for payments he made as he was unable to show that he had any 
benefits or burdens of ownership in the property which may have constituted “equitable 
ownership.” 
 
In Payne v. Commissioner, TC Summary Opinion 2016-30, the Tax Court disallowed 
noncash charitable deductions of $169,000 by married taxpayers over a two-year period 
which included over $110,000 for used clothing; the couple claimed that their deduction 
was tied to 50 percent of original cost but had little substantiation. 
 
In Alphonso v. Commissioner, TC Memo 2016-130, the Tax Court determined that 
damage from a collapsed retaining wall does not qualify as a casualty in that it involved 
progressive deterioration notwithstanding unusually heavy rains in the three months prior 
to the collapse. 
 
In Letter Ruling 201628002, IRS determined that a married couple qualified for a pro rata 
second exclusion on disposition of a principal residence within a two-year period on 
account of unforeseen circumstances where she became pregnant with a second child 
immediately after purchasing a two bedroom condominium. 
 
 
 
ESTATES 
 
In Estate of Morrissett v. Commissioner, 146 TC No. 11, the Tax Court disagreed with 
IRS and found that a $29.9 million payment under a split dollar life insurance 
arrangement with three trusts for children was not a gift to the underlying individuals 
beyond the value of current life insurance protection. 
 
In Letter Rulings 201628004, 201628005 and 201628006, IRS declined to recognize for 
federal tax purposes a state court’s ruling which changed the beneficiary of several IRAs 
from a decedent’s estate back to several trusts which would have qualified as “designated 
beneficiaries” before the ill-advised change; IRS noted that the retroactive reformation of 
an instrument is not effective to change the tax consequences of a completed transaction. 
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BUSINESS 
 
Proposed Regulations under Internal Revenue Code Section 355 set forth tough 
requirements to prove that a split off is not a device used to distribute earnings and profits 
to shareholders without paying taxes with among the many rules a requisite that each 
company in a division have at least five percent of their value be in active business assets. 
 
In Weintraut v. Commissioner, TC Memo 2016-142, the Tax Court found that selling 
shareholders were subject to transferee liability when they sold their stock in a leveraged 
transaction depleting the corporation’s ability to pay taxes. 
 
In Main v. Commissioner, TC Memo 2016-127, the Tax Court determined that a patent 
attorney who was experiencing a downturn in his practice and was traveling throughout 
the western United States to restore old Plymouths for sale was engaged in an activity for 
profit, the Court noting that he had abandoned unprofitable aspects of the activity. 
 
In Embroidery Express, LLC v. Commissioner, TC Memo 2016-136, the Tax Court 
found that an entrepreneur with a successful embroidery business who then acquired 176 
acres did not operate the property for profit when he first attempted to raise cattle and 
then created a deer hunting preserve but established no bank account for the activities, 
obtained no permits and never established a business plan. 
 
 
 
PROCEDURE 
 
In Maze v. Internal Revenue Service, 118 AFTR2d 2016-________, a District of 
Columbia Federal District Court ruled that taxpayers who elected to participate in a prior 
IRS voluntary disclosure program under which they had to file eight years of back returns 
could not sue to come under a newer streamlined program which would have required 
only three years of returns, concluding that the lawsuit was barred by the Anti-Injunction 
Act which prohibits any action to restrain collection of taxes. 
 
In Batsch v. Commissioner, TC Memo 2016-140, two unmarried but cohabiting 
individuals was each found liable for deficiencies on the same income where they failed 
to cooperate and IRS assessed the liability against both.  
 
In King v. Commissioner, 118 AFTR2d 2016-________, the Seventh Circuit Court of 
Appeals reversed the Tax Court and denied partial abatement of interest accruing after 
IRS told the taxpayer that it would give him an installment agreement and then reversed 
its course; the statue permitting abatement of interest attributable to unreasonable errors 
and delays by IRS does not apply to payroll taxes.   
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In United States v. Tolin, 118 AFTR2d 2016-5043, the Eighth Circuit Court of Appeals 
agreed with a Missouri Federal District Court that IRS had priority over a bank which 
refinanced a loan where the original deed of trust was recorded before the IRS lien but 
the bank’s agent did not record the new deed of trust for several months following 
closing and after IRS had recorded its lien. 
 
In Armour v. Commissioner, TC Memo 2016-129, the Tax Court denied innocent spouse 
status in the case of a bookkeeper / office manager of her husband’s renovation business 
notwithstanding their divorce inasmuch as she necessarily had knowledge of the facts 
causing disallowed deductions and an ensuing deficiency. 
 
In Hardin v. Commissioner, TC Memo 2016-141, a financial planner who alleged 
domestic abuse by her then husband was denied innocent spouse treatment as the Court 
did not accept her testimony that she relied solely on the tax preparer.   
 
In Smith v. Internal Revenue Service, 118 AFTR2d 2016-5127, the Ninth Circuit Court 
of Appeals agreed with a California Federal District Court and, in accord with seven 
other appellate courts other than the Eighth Circuit which disagrees, denied discharge of 
tax liabilities in bankruptcy after IRS had prepared a Substitute for Return (SFR). 
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