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INDIVIDUALS 

 

In Simpson v. Commissioner, 141 TC No. 10, the Tax Court determined that settlement 

monies from an employer under an agreement never ratified by the California Workers’ 

Compensation Appeals Board could not be treated as received under a workers’ 

compensation act and were not excludable except to the extent payment was intended to 

compensate for physical injuries; the Complaint involved separate physical and mental 

allegations, and the Court did a 10 percent allocation to the physical injuries. 

 

In Cor v. Commissioner, TC Memo 2013-240, a government employee working at a 

remote test site in the Nevada desert was denied a deduction for commuting expenses of 

160 miles a day as such regular costs are not deductible irrespective of the distance 

traveled or the unavailability of housing; the “temporary work site” exception did not 

apply here. 

 

In Notice 2013-71, IRS decided to allow employees to carry over up to $500 of unused 

cafeteria plan medical reimbursement entitlements to the following year if permitted by 

the plan in lieu of the 2 ½ month added period into the following year for using all 

remaining amounts. 

 

 

 

RETIREMENT PLANS 

 

In Ellis v. Commissioner, TC Memo 2013-245, the Tax Court agreed with IRS that the 

investment of an IRA in an operating used car business was a prohibited transaction 

where the taxpayer received salary and rent from the business. 

 

In Letter Ruling 201339002, IRS refused to waive the 60-day rollover rule where the 

taxpayer argued that her bank failed to advise of any deadline, as she did not show that 

the bank had a duty to provide such guidance. 

 

 

 



 

3263602_1 

ESTATES 

 

In Van Alen v. Commissioner, TC Memo 2013-235, the Tax Court stated that heirs of an 

estate which made the special use valuation election for ranch property assume a basis 

equal to the special use value on date of death and not the actual fair market value. 

 

 

 

BUSINESS 

 

In Karch v. Commissioner, TC Memo 2013-237, the Tax Court denied numerous 

deductions of a tax practitioner attorney-CPA who attempted to prove these expenses by 

a self-created spreadsheet but did not produce proof of payment. 

 

In Hoelscher v. Commissioner, TC Memo 2013-236, the Tax Court found that the raising 

of horses, cattle, buffalo and exotic animals was not an activity engaged in for profit 

where the activity raised only $200,000 in gross income over three years and expenses 

approached $3 million; the Court noted that total losses were about $10 million over 16 

years and that the activity was not conducted in a business-like manner despite successes 

in other ventures. 

 

In Schlievert v. Commissioner, TC Memo 2013-239, the Tax Court determined that a 

University of Iowa professor and his wife who gave money to their daughter to finance a 

band through the establishment of a record label were not engaged in an activity for 

profit, finding that all but one of the considered factors weighed against a profit making 

activity; the Court found that the parents were in essence supporting their daughter who 

was being paid as a manager of the group. 

 

The US Supreme Court agreed to review a decision of the Sixth Circuit Court of Appeals 

in United States v. Quality Stores, Inc., 111 AFTR2d 2013-494, in which the Court 

affirmed a Michigan Federal District Court decision that severance pay is not subject to 

payroll taxes. 

 

In Field Attorney Advice 20133901F, IRS indicated that a signing bonus in the case of a 

baseball player had to be amortized over the life of the contract. 

 

 

 

PROCEDURE 

 

The US Supreme Court denied certiorari on an appeal from the Ninth Circuit in Knappe 

v. United States, 111 AFTR2d 2013-1531, where an estate was charged a late filing 

penalty and the Personal Representative relied on a CPA who incorrectly indicated that 

the extension of an estate tax return was for one year rather than six months; the lower 

Court had distinguished this procedural error from a substantive error as the duty to 

timely file is a non-delegable responsibility. 
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In Kaplan v. United States, 112 AFTR2d 2013-5375, the Court of Federal Claims 

dismissed a trust fund recovery penalty claim for refund when $100 had been paid for 

each of the three tax quarters in issue and the taxpayer could not prove that $100 satisfied 

the full payment rule for one employee in each quarter. 

 

The US Supreme Court denied certiorari letting stand Schoppe v. Commissioner, 111 

AFTR2d 2013-1398, a Tenth Circuit case which held that Tax Court proceedings are not 

suspended during the pendency of a taxpayer’s bankruptcy; four Circuit Courts of Appeal 

had agreed with the Tenth Circuit but the Ninth Circuit had ruled to the contrary. 

 

 

 

 

 

 


