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INDIVIDUALS 

 

In Shenk v. Commissioner, 140 TC No. 10, the Tax Court held that a release of the 

dependency allowance by the parent with primary custody executed after IRS could no 

longer adjust her return was invalid to give the dependency exemption to the 

noncustodial parent. 

 

In Hargreaves v. Commissioner, TC Summary Opinion 2013-37, a couple was denied an 

interest deduction on their home mortgage for the portion of interest that was not actually 

paid but was added to principal. 

 

 

 

RETIREMENT PLANS 

 

In Peek & Fleck v. Commissioner, 140 TC No. 12, the Tax Court determined that 

personal guarantees of corporate loans when the company was owned by the individuals’ 

IRAs were prohibited transactions under the language forbidding “any direct or 

indirect…extension of credit between a plan and a disqualified person”; as a result, 

subsequent stock sales were includable in personal income. 

 

In Letter Ruling 201320022, IRS permitted an individual to rescind his conversion of a 

traditional IRA to a Roth IRA after the deadline for recharacterization pursuant to 

regulations under Code Section 9100 when the attorney confused the cost basis of 

securities held in the IRA with the individual’s basis in the IRA itself. 

 

 

 

BUSINESS 

 

In Heinbockel v. Commissioner, TC Memo 2013-125, a successful video game creator 

and his designer clothing reseller wife were not allowed to offset income by losses from a 

purported piloting business (not entered into for profit), a lending business (personal 

loans) and grape farming (start-up expenses); the Court also rejected portions of the 

wife’s business expenses including huge mileage writeoffs while questioning her 

statement that she did up to 50 percent of her business at the gym. 
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In In Re:  Majestic Star Casino, LLC, 111 AFTR2d 2013-742, the Third Circuit Court of 

Appeals disagreed with a Delaware Bankruptcy Court and determined that Subchapter S 

status is not an asset of the bankruptcy estate (unlike a net operating loss), overruling the 

lower Court’s Order that the sole shareholder and IRS reinstate the S corporation status 

which had been revoked. 

 

In Letter Ruling 201317003, IRS determined that a payment by a franchisee to the 

franchisor terminating the arrangement created a new intangible asset which is properly 

written off over 15 years unless the life of the benefit could be determined with 

reasonable accuracy. 

 

In Field Attorney Advice 20131901F, IRS indicated that ordinary income rather than 

capital gain arises on the sale of merchant contracts which are mere rights to receive 

income for the performance of personal services. 

 

 

 

PROCEDURE 

 

In Galluzzo v. Commissioner, TC Memo 2013-136, the Tax Court determined that a 

taxpayer can challenge in a petition filed after its due date as to whether a Notice of 

Deficiency was properly issued and sent to the last known address; here IRS could not 

produce the actual Notice of Deficiency and the Court refused to accept secondary 

evidence where the administrative file was lost by the IRS. 

 

In Cutler v. Commissioner, TC Memo 2013-119, a mother of eight children, five of them 

minors, was given innocent spouse status through equitable relief; IRS had argued that 

the taxpayer had received benefits from the nonpayment as she had been awarded the 

marital home and other assets in divorce but the Court found that this fell outside the 

definition of “significant benefit” from the unpaid taxes. 

 

In John C. Hom & Associates, Inc. v. Commissioner, 140 TC No. 11, the Tax Court 

reiterated a 2000 decision that a Tax Court Petition will be dismissed on motion of IRS if 

the business entity petitioning the Court is not in good standing under State law. 

 

In IRM 20.1.1.3.6.1, IRS clarified its penalty abatement policy for first time delinquents 

who have become current in all filings and payments (including under an installment 

agreement) and who cannot establish “reasonable cause” for the delinquency; IRS 

indicated that it would abate a penalty for failure to file, failure to pay or failure to 

deposit taxes for a single transgression in a three year period in the case of an individual 

or partnership income tax return or a payroll tax return. 

 

 

 

 

 


