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INDIVIDUALS 
 
In Debough v. Commissioner, 142 TC No. 17, the Tax Court determined that an 
individual who sold his primary residence in an installment sale and excluded gain but 
then reacquired it upon default could not utilize the exclusion when the property was not 
resold within one year after the reacquisition date as the seller is taxed on gain 
attributable to the payments received before repossession. 
 
In Boree v. Commissioner, TC Memo 2014-85, the Tax Court found that two individuals 
had ordinary income rather than capital gain when they sold off a majority of 2,000 acres 
of originally undeveloped land to a developer but had developed a road, executed a 
declaration of covenants and sold off a number of individual lots prior to the major 
transaction. 
 
In Herwig v. Commissioner, TC Memo 2014-95, the Tax Court determined that unused 
passive losses that were carried forward could not be used in the year of foreclosure on a 
property where there remained action for a deficiency and a counterclaim by the 
individual; the Court indicated that the unused losses are properly claimed in the year of 
the final accounting of the gain or loss (the Court also accepted imposition of the 
accuracy penalty). 
 
In Hoang v. Commissioner, 113 AFTR2d 2014-1982, the Eleventh Circuit Court of 
Appeals agreed with the Tax Court that the full $15 million in proceeds from stock sales 
was subject to tax where the individual could produce no specific evidence of cost basis. 
 
In Palmer Ranch Holdings, Ltd. v. Commissioner, TC Memo 2014-79, the Tax Court 
agreed with the taxpayer that the value of a conservation easement, determined by 
comparing the value of the underlying property before and after the donation, is 
computed based on “highest and best use” of the property which in this case was 360 
dwelling units because of the likely ability to rezone and not based on the current use. 
 
In Richards v. Commissioner, TC Memo 2014-88, the Tax Court denied a real estate loan 
officer a deduction for employee business expenses which were reimbursable by the 
employer based on limitations tied to her revenue; the Court indicated that she did not 
submit evidence to show the nonreimbursable portion which would have been allowable 
as a deduction. 
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RETIREMENT PLANS 
 
Final Regulations under Code Section 402 provide that amounts in a qualified plan used 
to pay accident or health insurance premiums are generally taxable distributions with 
narrow exceptions such as their use to pay premiums to replace retirement plan 
contributions in the event of disability. 
 
In Haury v. Commissioner, 113 AFTR2d 2014-820, the Eighth Circuit Court of Appeals 
reversed the Tax Court and allowed a partial rollover when the taxpayer made successive 
IRA withdrawals of $120,000 and $168,000, redepositing $120,000 within 60 days of the 
second withdrawal but outside of that period in the case of the initial withdrawal; the 
Court stated that there was no basis for IRS to match a redeposit with any withdrawal. 
 
In Revenue Procedure 2014-32, IRS announced a one-year pilot program offering relief 
to non-filers of Form 5500EZ under which the applicable more complex form would be 
filed belatedly. 
 
In Notice 2014-35, IRS announced that it will not impose the penalty for late filing of a 
5500 series form where a taxpayer satisfies the Delinquent Filer Voluntary Compliance 
(DFVC) program of the Department of Labor. 
 
In Letter Ruling 201417027, IRS indicated that it had no authority to waive the minimum 
distribution rule in the case of two sisters who did not learn that they were beneficiaries 
of their father’s retirement plans until after distributions should have commenced; IRS 
indicated that the taxpayers could seek penalty abatement. 
 
 
 
ESTATES 
 
Final Regulations under Code Section 67 provide allocation rules on the “unbundling” of 
investment expenses from fiduciary fees for purpose of determining the applicability of 
the two percent floor on miscellaneous itemized deductions to estates and trusts; the 
Regulations provide that most appraisal fees are not subject to the limitation. 
 
In Estate of Kessel v. Commissioner, TC Memo 2014-97, the Tax Court determined that 
a Madoff account should be valued at the price a willing buyer would have paid to a 
willing seller for the account prior to the discovery of the Ponzi scheme in the case of a 
death prior to the unraveling. 
 
In Estate of Thouron v. United States, 113 AFTR2d 2014-822, the Third Circuit Court of 
Appeals reversed a decision of a Pennsylvania Federal District Court, indicating that 
erroneous advice of an attorney that an extension of time to file an estate tax return 
extended the time for paying the estate tax may allow abatement of the penalty; the Court 
considered the error as erroneous tax advice as opposed to the ministerial task of filing or 
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paying which the US Supreme Court has previously indicated is not reasonable cause for 
reliance on an agent. 
 
 
 
BUSINESS 
 
In Bristol v. Commissioner, TC Memo 2014-84, a bee removal business whose gross 
receipts were reconstructed by IRS using the bank deposits method was denied any 
offsetting expenses by the Tax Court for lack of sufficient records. 
 
In Canatella v. Commissioner, TC Memo 2014-102, a lawyer with just under $500,000 in 
revenue was allowed only $85,000 of the almost $425,000 claimed in various business 
expenses, where he failed to tie the disallowed costs to “ordinary and necessary business 
expenses.” 
 
In Greenwald v. Commissioner, 142 TC No. 18, the Tax Court held that gain or loss on 
the disposition of a partnership interest was an item that required determination at the 
partner level and could not be part of a TEFRA proceeding at the partnership level. 
 
 
 
PROCEDURE 
 
In Flake v. Commissioner, TC Memo 2014-76, the Tax Court stated that neither the 
failure to keep adequate books and records (the couple used index cards and plastic cards 
in part) nor the retention of cash in a fireproof box at home constitutes indicia of fraud in 
the absence of additional facts. 
 
In Corbisiero v. Commissioner, TC Summary Opinion 2014-42, a former wife earning 
$29,000 per year was given innocent spouse relief where she did not work outside the 
home during most of the marriage, was never involved in the preparation of the returns 
and, although aware of the liability, assumed it would be paid by her husband within a 
reasonable period of time as had been the case in the past. 
 
In Notice 2014-33, IRS indicated that a financial institution that has made “good faith” 
efforts to comply with FATCA will not be penalized through 2015. 
 
In Chief Counsel Notice 2014-002, IRS indicated its long standing position that the Tax 
Court can only review a Collection Due Process (CDP) appeal based upon “abuse of 
discretion.” 
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