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       US TAX COURT gges t US TAX COURT RECEIVED y % eFILED CLC sU S APR 13 2020 * APR 13 2020 11:25 AM KONSTANTIN ANIKEEV & NADEZHDA ANIKEEV, Petitioners, ELECTRONICALLY FILED v- Docket No. 13080-17 COMMISSIONER OF INTERNAL REVENUE, Respondent RESPONDENT'S SIMULTANEOUS OPENING BRIEF SERVED Apr 15 2020 UNITED STATES TAX COURT KONSTANTIN ANIKEEV & ) NADEZHDA ANIKEEV, ) ) Petitioners, ) Docket No. 13080-17 ) v. ) ) Judge Goeke COMMISSIONER OF INTERNAL REVENUE, ) ) Respondent. ) Filed Electronically BRIEF FOR RESPONDENT MICHAEL J. DESMOND Chief Counsel Internal Revenue Service OF COUNSEL: JOSEPH W. SPIRES Division Counsel (Small Business/Self-Employed) MICHAEL R. FIORE Area Counsel (Small Business/Self-Employed:Area 1) ERIKA B. CORMIER Associate Area Counsel (Small Business/Self-Employed) CONTENTS Page TABLE OF AUTHORITIES..................................................................................2 PRELIMINARY STATEMENT ............................................................................4 QUESTION PRESENTED.....................................................................................6 RESPONDENT'S REQUEST FOR FINDINGS OF FACT...................................7 ULTIMATE FINDINGS OF FACT .......................................................................32 POINTS RELIED UPON .......................................................................................36 ARGUMENT..........................................................................................................38 I. WHEN PETITIONERS' REWARD DOLLARS WERE AVAILABLE AND USED, PETITIONERS HAD AN ACCESSION TO WEALTH AND THOSE REWARD DOLLARS ARE INCLUDIBLE IN PETITIONERS' GROSS INCOME. ..................................................................................................38 A. THE VISA GIFT CARDS, RELOADS, AND MONEY ORDERS ARE CASH EQUIVALENTS.............................................................................40 B. PETITIONERS ARE NOT ENTITLED TO ANY ADJUSTMENT TO THE PURCHASE PRICE OF THE VISA GIFT CARDS, RELOADS, AND MONEY ORDERS BECAUSE THEY ARE CASH EQUIVALENTS. ................................................................................................42 CONCLUSION.......................................................................................................46 TABLE OF AUTHORITIES Cases Bixby v. Commissioner, 58 T.C. 757 (1972).................................................... 37, 44 Boise Cascade Corp. v. United States, 288 F.Supp. 770 (1968), aff'd. 429 F.2d 426 (9th Cir. 1970)........................................................................................45 Cortes v. Commissioner, T.C. Memo. 2014-181.....................................................39 Cowden v. Commissioner, 289 F.2d 20 (5th Cir. 1961), rev'g 32 T.C. 85 (1959)................................................................................................. 33, 37, 40, 41 Felt v. Commissioner, T.C. Memo. 2009-245, aff'd. 433 Fed. App'x 293 (5th Cir. 2011)..............................................................................................................45 Glenshaw Glass Co., Commissioner v., 348 U.S. 426 (1955).................................38 James v. United States, 366 U.S. 213 (1961) ..........................................................39 Old Colony Trust v. Commissioner, 279 U.S. 716 (1929)......................................38 Pittsburgh Milk Co. v. Commissioner, 26 T.C. 707 (1956)............................. 37, 43 Rutkin v. United States, 343 U.S. 130 (1952).........................................................39 Schleier, Commissioner v., 515 U.S. 323 (1995)....................................................38 Shankar v. Commissioner, 143 T.C. 140 (2014).....................................................38 UFE, Inc. v. Commissioner, 92 T.C. 1314 (1989)...................................................45 United States v. Burke, 504 U.S. 229 (1992)..........................................................38 Statutes I.R.C. § 1001(a)........................................................................................................42 I.R.C. § 1011 ............................................................................................................42 I.R.C. § 1012............................................................................................................42 I.R.C. § 1016..................................................................................................... 42, 44 I.R.C. § 61 ............................................................................................. 37, 38, 40, 42 Other Authorities PLR 200816027, 2008 WL 17661 87.......................................................................44 PLR 201027015, 2010 WL 2710033.......................................................................43 PLR 201 117014, 2011 WL 1619092.......................................................................44 Rev. Rul. 2005-28, 2005-1 C.B. 997 .......................................................................43 Rev. Rul. 76-96, 1976-1 C.B. 23 ................................................................37, 42, 43 Rules T.C. Rule 155.............................................................................................................6 UNITED STATES TAX COURT KONSTANTIN ANIKEEV & ) NADEZHDA ANIKEEV, ) ) Petitioners, ) Docket No. 13080-17 ) v. ) ) Judge Goeke COMMISSIONER OF INTERNAL REVENUE, ) ) Respondent. ) Filed Electronically BRIEF FOR RESPONDENT PRELIMINARY STATEMENT This is an income tax case in which respondent determined that petitioners are liable for deficiencies totaling $9,928.00 for the 2013 tax year and $93,845.00 for 2014 tax year.¹ On October 4, 2019, a trial was held in Hartford, Connecticut before the Honorable Judge Joseph Goeke. Petitioner Konstantin Anikeev was the only witness called in the case. The evidence in this case consists of the pleadings, Petitioners' Responses to Respondent's Requests for Admissions, a First ¹ These amounts reflect the increased amounts set forth in respondent's First Amendment to Answer filed on September 18, 2018. Docket No. 13080-17 -5- Stipulation of Facts containing Exhibits 1-J through 15-P, a Second Stipulation of Facts containing Exhibits 16-P through 22-R, and a trial exhibit consisting of Exhibit 23-P, which was admitted at trial. The Court ordered the parties to file simultaneous opening briefs due on January 20, 2020 and simultaneous answering briefs due on April 1, 2020. On January 9, 2020, the Court granted respondent's Motion to Extend Time Within Which to File Briefs, thereby extending the due date for the parties' simultaneous opening briefs to April 14, 2020 and extending the due date for the parties' simultaneous answering briefs to June 15, 2020. Docket No. 13080-17 -6- QUESTION PRESENTED Whether petitioners must recognize additional income totaling $35,664.92 in 2013 and $276,380.54 in 2014 for rewards petitioners were paid by American Express, which they earned from the charges for prepaid Visa gift cards, money orders, and reloadable debit cards, and which were paid to petitioners in the form of statement credits against their American Express card bills.2 The notice of deficiency also determined that petitioners earned additional interest income totaling $562.00 in 2014. Respondent has conceded this issue. (First Stip. ¶ 26) The notice also determined that petitioners received a state tax refund totaling $793.00 in 2014. Petitioners have conceded this issue. (First Stip. ¶ 25) 2 The American Express rewards that are taxable income will result in computational adjustments to petitioners' itemized deductions and exemptions in 2014 as a result of the increase to their taxable income. Respondent has also conceded that $535.08 of the Reward Dollars accumulated in 2013 and $894.46 of the Reward Dollars accumulated in 2014 were for the purchase of property rather than cash equivalents and thus are not subject to taxation. See Proposed Findings of Fact, ¶¶ 62, 67, and 72 and Ultimate Findings of Fact ¶¶ 114 through 116. These adjustments would necessitate a computation pursuant to T.C. Rule 155. Docket No. 13080-17 -7- RESPONDENT'S REQUEST FOR FINDINGS OF FACT Background 1. At the time of filing the petition, petitioners' legal residence was (First Stip. ¶ 1) 2. In 1995, Mr. Anikeev earned a B.S. in physics from the Moscow Institute of Physics & Technology ("MIPT"), graduating summa cum laude. (First Stip. ¶ 5) 3. In 1997, Mr. Anikeev earned an M.S. in physics from MIPT, graduating with honors. (First Stip. ¶ 6) 4. In 2004, Mr. Anikeev earned a Ph.D. in physics from Massachusetts Institute of Technology. (First Stip. ¶ 7) 5. During the 2013 and 2014 tax years, Mr. Anikeev worked for IBM as a consultant. (First Stip. ¶ 8) American Express Blue Cash Rewards Program 6. During the 2013 and 2014 tax years, American Express offered a rewards program known as "Blue Cash from American Express Card" ("the Rewards Program"). (First Stip. ¶ 15; Ex. 4-J, ADMIN009435) 7. The Rewards Program paid "Blue Cash Reward Dollars" ("Reward Dollars") to "Blue Cash" credit card users ("Card Users") who made eligible Docket No. 13080-17 -8- purchases ("Eligible Purchases") on their American Express card. (First Stip. ¶ 16; Ex. 4-J, ADMIN009436; Admissions, ¶ 12) 8. The number of Reward Dollars a Card User could be awarded pursuant to the Rewards Program was based on a percentage of the dollar amount of the Card User's Eligible Purchases during the billing period. (First Stip. ¶ 17; Ex. 4-J, ADMIN009436; Admissions, ¶ 13) 9. Eligible Purchases were purchases made on the Card User's card for goods and services minus returns and other credits. (Ex. 4-J, ADMIN009436) 10. Pursuant to the terms of the Rewards Program, "Eligible purchases did NOT include: • fees or interest charges, • balance transfers, • cash advances, • purchases of traveler's checks, • purchases or reloading of prepaid cards, or • purchases of any cash equivalents. Ex. 4-J, ADMIN009436) 11. For purposes of the Rewards Program, a "Reward Year" was comprised of 12 billing periods in a row beginning with the one in which the anniversary of the opening of the Card User's account occurred. (Ex. 4-J, ADMIN009436) Docket No. 13080-17 -9- 12. For a Card User's first $6,500.00 of Eligible Purchases in a Reward Year, the Card User received Reward Dollars equal to 1% on Everyday Purchases and .5% on all other Eligible Purchases. (Ex. 4-J, ADMIN009436) 13. For Eligible Purchases in excess of $6,500.00 in the same Reward Year, the Card User received Reward Dollars equal to 5% for "Everyday Purchases" and 1% on all other Eligible Purchases. (Ex. 4-J, ADMIN009436) 14. The Rewards Program defined Everyday Purchases as Eligible Purchases: • Made at supermarkets located in the U.S. (superstores and warehouse clubs are not considered supermarkets); • Of $400.00 or less of gasoline at gas stations located in the U.S. (superstores, supermarkets and warehouse clubs that sell gasoline are not considered gas stations); and • Made at U.S. locations of select major drugstores. (Ex. 4-J, ADMIN009436) 15. Reward Dollars for a given billing cycle became available for redemption after the subsequent billing cycle was completed and if the card was in good standing. (First Stip. ¶ 17) Docket No. 13080-17 - 10 - 16. The first page of each billing statement included a statement of the Reward Dollars as of the previous month, which would become available for redemption in the current month. (Ex. 4-J, Ex. 5-J) 17. The last page of each billing statement included a "Reward Dollars Summary," which described the Reward Dollars earned and redeemed in each billing cycle. (Ex. 4-J, Ex. 5-J) 18. Reward Dollars could be redeemed by Card Users as Amazon gift cards or as a credit on their credit card balance ("a statement credit"). (Tr. 49:2-6; Admissions, ¶ 20) 19. The "Reward Dollars Summary" of each of petitioners' monthly statements included this "Important Message": "Visit americanexpress.com/rewarddollars to redeem for cash back, gift cards, and merchandise. Redemptions start at just 25 Reward Dollars." (Ex. 4-J, 5-J) 20. There was no limit on the amount of Reward Dollars a Card User could earn in a Reward Year. (Ex. 4-J, ADMIN009435-36; Tr. 46:23-24) Prepaid Visa Gift Cards 21. Prepaid Visa gift cards ("Visa gift cards") can be used for purchases in the United States anywhere that Visa debit cards are accepted, including online. (Exs. 9-J, 18-P, and 23-P) Docket No. 13080-17 - 11 - 22. Visa gift cards cannot be reloaded with additional funds. (Ex. 18-P) 23. The Visa gift cards introduced into evidence by petitioners were known as "OneVanilla prepaid Visa cards" ("OneVanilla Cards"). (Ex. 23-P) 24. Petitioner purchased several different types of Visa gift cards, of which the OneVanilla Cards were an example. (Tr. 38-39) 25. OneVanilla Cards were issued by The Bancorp Bank, Wilmington, Delaware in exchange for prepayment equal to the value of the card. (Ex. 18-P) 26. Pursuant to the terms of use, the payment obligation for OneVanilla cards was unconditional and assignable. (Ex. 18-P) 27. OneVanilla cards were not subject to set-offs; they were readily marketable; and they could be used in place of cash or another cash equivalent. (Ex. 18-P) 28. The Bancorp Bank is an FDIC insured member institution. (Ex. 18-P) 29. The Bancorp Bank is a solvent financial institution. (Ex. 18-P) Reloadable Debit Cards 30. A reloadable debit card is a debit card to which funds can be added without having a bank account. (Tr. 63:3-16) Docket No. 13080-17 - 12 - 31. Reloadable debit cards were introduced by the banking industry to provide debit cards for individuals who did not have existing bank accounts. (Tr. 63:3-6) 32. The holder of a reloadable debit card can purchase reload amounts ("Reloads") increasing the amount that is available on the reloadable debit card. (Tr. 60:16-25, 61:1-15; Ex. 4-J, ADMIN009443; Ex. 21-R, ¶ 6) 33. Reloadable debit cards can be used for purchases in the same way as any other debit card. (Tr. 61:19-22) 34. Petitioners' reloadable debit card was known as a "Green Dot card." (Ex. 21-R, ¶ 6) 35. Petitioners' Green Dot card account functioned similarly to a checking account with an associated debit card, except that a Green Dot card holder could not write checks against his or her Green Dot account or withdraw cash from a Green Dot card at an ATM. (Ex. 21-R, ¶ 6; Tr. 63:8-12) 36. A reloadable debit card, such as a Green Dot card, has no constraints on its assignability, it is readily marketable, and it can be used in place of cash and is a cash equivalent. (Tr. 61-64; Ex. 21-R, ¶ 6) 37. Since reloadable debit cards are issued by the banking industry, they are backed by a solvent financial institution. (Tr. 63:3-6) Docket No. 13080-17 - 13 - Petitioners' Participation in the Rewards Program American Express Cards Owned by Petitioners 38. Mr. Anikeev possessed a "Blue Cash" American Express credit card account ending in "X-X1005" ("the 1005 Card") during some of the 2013 and 2014 tax years. (First Stip. ¶ 9) 39. Mrs. Anikeev was an authorized user of the 1005 Card. (First Stip. ¶ 11) 40. Mr. Anikeev had a $35,000.00 credit limit on the 1005 Card. (Tr. 57:1-4; Ex. 4-J, ADMIN009429) 41. In November 2014, American Express closed the 1005 Card. (First Stip. ¶ 10) 42. When the 1005 Card was closed, Mr. Anikeev redeemed Reward Dollars totaling $3,525.00 as a statement credit, which was paid to him by check as a credit balance refund on November 21, 2014. (Ex. 4-J, ADMIN009769) 43. Mrs. Anikeev possessed a "Blue Cash" American Express credit card account ending in "X-X1001" ("the 1001 Card") during some of the 2014 tax year. (First Stip. ¶ 12) 44. Mrs. Anikeev had a $15,500.00 credit limit on the 1001 Card. (Ex. 5- J, ADMIN010034) Docket No. 13080-17 - 14 - 45. In October 2014, American Express closed the 1001 Card. (First Stip. ¶ 13) 46. When the 1001 Card was closed, Mrs. Anikeev redeemed Reward Dollars totaling $3,025.00 as a statement credit, which was paid to her by check as part of a credit balance refund of $9,654.09 on October 31, 2014. (Ex. 5-J, ADMIN010024) Purchase of Visa Gift Cards 47. Mr. Anikeev wanted to test how "unlimited" the Rewards Program was. (Tr. 46:23-24) 48. To generate as many Reward Dollars as possible, petitioners used the 1005 Card and the 1001 Card ("the American Express cards") to buy as many Visa gift cards as they could from local grocery stores and pharmacies. (Tr. 35-41; Ex. 22-R, ¶ 2) 49. Petitioners purchased Visa gift cards at grocery stores and pharmacies for the purpose of generating Reward Dollars. (Tr. 59:23-25, 60:1-8) 50. Once petitioners spent their first $6,500.00 during the Reward Year, any additional Everyday Purchases qualified for Reward Dollars equal to 5% of those purchases. (Ex. 4-J, ADMIN009436) Docket No. 13080-17 - 15 - 51. The vast majority of petitioners' total dollars spent with the American Express cards were purchases of Visa gift cards. (First Stip. ¶ 18; Tr. 71:16-18) Purchase ofReloads 52. Petitioners also used the American Express cards to purchase Reloads for their Green Dot card. Petitioners purchased Reloads for the purpose of generating Reward Dollars. (Tr. 61-64) 53. By reloading their Green Dot card, petitioners were increasing the amount available on the Green Dot card. (Ex. 21-R, ¶ 6; Tr. 60:16-25, 61:1-15;) 54. MoneyGram is a money transfer company offering its services in participating Walmart stores. (Tr. 42:6-12) 55. Petitioners paid a portion of their American Express card bill through MoneyGram by charging the payment, as well as a service fee, on their Green Dot card, after which MoneyGram would transmit the payment to American Express electronically. (Tr. 76:6-77:9) Occasional Purchase ofMoney Orders with American Express Cards 56. On rare occasions, a Rite Aid store would allow Mr. Anikeev to purchase a money order with one of the American Express cards. Petitioners purchased these money orders for the purpose of generating Reward Dollars. (Tr. 70:1-9) Docket No. 13080-17 - 16 - 57. All of petitioners' charges in excess of $400.00 in a single transaction during 2013 and 2014 with the American Express cards were for Visa gift cards, Reloads, or money orders. (Tr. 70:23-25, 71:1-2, 71:10-18, 71:24-25, 72:1-2, 73:5-9) Total Purchases in 2013 58. In 2013, petitioners' charges on the 1005 Card totaled $1,219,077.14. (Ex. 10-R, pg. 31) 59. In 2013, petitioners' charges for more than $400.00 each on the 1005 Card totaled $1,208,375.57. (Ex. 10-R, pg. 31) 60. In 2013, petitioners made charges totaling $1,208,375.57 on the 1005 Card for Visa gift cards, Reloads, and money orders. (Tr. 70:23-25, 71:1-2, 71:10- 18, 71:24-25, 72:1-2, 73:5-9; Ex. 10-R, pg. 31) 61. In 2013, over 99% of the charges on the 1005 Card were for Visa gift cards, Reloads, and money orders. (Ex. 10-R, pg. 31) 62. In 2013, petitioners made $10,701.57 in purchases which were not Visa gift cards, Reloads, and money orders, calculated as follows (Ex. 10-R): $1,219,077.14 Total purchases in 2013 Purchases over $400 (for Visa gift cards, Reloads and -1,208,375.57 money orders) $10,701.57 Remaining purchases Docket No. 13080-17 - 17 - Total Purchases in 2014 63. In 2014, petitioners' charges on the 1005 Card totaled $4,451,076.79. (Ex. 11-R, pg. 55) 64. In 2014, petitioners' charges for more than $400.00 each on the 1005 Card totaled $4,435,798.78. (Ex. 11-R, pg. 55) 65. In 2014, petitioners made charges totaling $4,435,798.78 on the 1005 Card for Visa gift cards, Reloads, and money orders. (Tr. 70:23-25, 71:1-2, 71:10- 18, 71:24-25, 72:1-2, 73:5-9; Ex. 11-R, pg. 55) 66. In 2014, over 99% of the charges on the 1005 Card were for Visa gift cards, Reloads, and money orders. (Ex. 11-R, pg. 55) 67. In 2014, petitioners made $15,278.01 in purchases on the 1005 Card which were not Visa gift cards, Reloads, and money orders, calculated as follows (Ex. 11-R): $4,451,076.79 Total purchases in 2014 on 1005 Card Purchases over $400 (for Visa gift cards, Reloads and -4,435,798.78 money orders) $15,278.01 Remaining purchases 68. In 2014, petitioners' charges on the 1001 Card totaled $750,845.50. (Ex. 12-R, pg. 15) Docket No. 13080-17 - 18 - 69. In 2014, petitioners' charges for more than $400 each on the 1001 Card totaled $748,234.31. (Ex. 12-R, pg. 15) 70. In 2014, petitioners made charges totaling $748,234.31 on the 1005 Card for Visa gift cards, Reloads, and money orders. (Tr. 70:23-25, 71:1-2, 71:10- 18, 71:24-25, 72:1-2, 73:5-9; Ex. 12-R, pg. 15) 71. In 2014, over 99% of the charges on the 1001 Card were for more than $400 each. (Ex. 12-R, pg. 15) 72. In 2014, petitioners made $2,611.19 in purchases on the 1001 Card which were not Visa gift cards, Reloads, and money orders, calculated as follows (Ex. 12-R): $750,845.50 Total purchases in 2014 on 1001 Card Purchases over $400 (for Visa gift cards, Reloads and -748,234.31 money orders) $2,611.19 Remaining purchases 73. In 2014, petitioners made charges totaling $5,184,033.09 on their American Express cards for Visa gift cards, Reloads, and money orders. (Tr. 70:23-25, 71:1-2, 71:10-18, 71:24-25, 72:1-2, 73:5-9; Ex. 11-R, pg. 55; Ex. 12-R, P8· 15) Docket No. 13080-17 - 19 - Purchase and Deposit ofMoney Orders 74. In 2013 and 2014, petitioners owned Checking Account No. XXXXXXXX4668 at Bank of America ("the Bank of America account"). (First Stip. ¶ 30; Ex. 6-J) 75. In 2013 and 2014, petitioners owned Checking Account No. XXXXXXXXXXX7566 at JPMorgan Chase Bank ("the Chase Account"). (First Stip. ¶ 32; Ex. 8-J) 76. A money order is a cash equivalent because there are no constraints on its assignability, it is readily marketable, and it can be used in place of cash or another cash equivalent. (Judicial notice) 77. The ability to purchase money orders with the Visa gift cards was very important to Mr. Anikeev because it provided a means to deposit the purchases on the American Express cards back into petitioners' bank accounts. (Tr. 43:5-17, 44:5-7, 50:1-14) 78. Petitioners purchased the money orders with Visa gift cards, except on the rare occasions that they could purchase the money orders directly with the American Express cards. (Tr. 70:1-9; 74:19-25, 75:2-5; First Stip. ¶ 19) 79. In addition to using MoneyGram for electronic payments, petitioners also purchased money orders from MoneyGram with Visa Gift cards. (Ex. 7-J, Docket No. 13080-17 - 20 - ADMIN007473-78, ADMIN007483-87, ADMIN007494-96, ADMIN007504-06, ADMIN007517-21, ADMIN007523-28, ADMIN007530-35, ADMIN007543-45, ADMIN007548-52, ADMIN007558-60, ADMIN007562-64, ADMIN007569-71, ADMIN007574-76, ADMIN007578-80, ADMIN007582-87, ADMIN007595-97, ADMIN007603-11, ADMIN007616-24, ADMIN007226-28, ADMIN007630-35, ADMIN007638-35, ADMIN007638-40, ADMIN007653-55, ADMIN007657-59, ADMIN007661-63, ADMIN007668-73, ADMIN007675-80, ADMIN007685-87, ADMIN007692-94, ADMIN007697-7702) 80. In 2013 and 2014, petitioners deposited a combined $4,028,742.98 in money orders to their bank accounts. (First Stip. ¶ 20) 81. Petitioners deposited a large percentage of the money orders into the Bank of America Account. (Tr. 44:5-6, 16-20) Payment ofAmerican Express Bill 82. Petitioners had to consider the credit limit on the American Express cards when making Everyday Purchases. (Tr. 36:4-8; 57:15-16) 83. To have credit available for their purchase of Visa gift cards, Reloads, and money orders, petitioners had to make frequent payments on the balance of their American Express cards. (Tr. 57:20-25; Ex. 4-J, ADMIN009443, ADMIN009453, ADMIN009462, ADMIN009471, ADMIN009482, Docket No. 13080-17 - 21 - ADMIN009489, ADMIN009500, ADMIN009514, ADMIN009525, ADMIN009539, ADMIN009555-56, ADMIN009574-75, ADMIN009594-95, ADMIN009615-16, ADMIN009634-35, ADMIN009658-59, ADMIN9681-82, ADMIN009700-01, ADMIN009719-20, ADMIN009740, ADMIN009757; Ex. 5-J, ADMIN009946, ADMIN009959, ADMIN009968, ADMIN009979, ADMIN009988, ADMIN009997, ADMIN010004, ADMIN01017, ADMINO10024) 84. Petitioners paid over $4 million of the balances due on their American Express cards through the Chase Account. (First Stip. ¶ 14; Ex. 8-J, ADMIN005847, ADMIN005901, ADMIN005932, ADMIN005962, ADMIN006012, ADMIN006049, ADMIN006080, ADMIN006091, ADMIN006094, ADMIN006099, ADMIN006106, ADMIN0061 11, ADMIN006121, ADMIN006126, ADMIN006139, ADMIN006153, ADMIN006167, ADMIN006173, ADMIN006179, ADMIN0061 83, ADMIN0061 87, ADMIN006199) 85. Petitioners used the Chase Account to pay the balance due on the American Express cards because American Express only allowed them to link one account for electronic payments. (Tr. 79:2-5) Docket No. 13080-17 - 22 - 86. In addition to using the Chase Account to pay the balance due on the American Express cards, petitioners also paid their American Express card bill through MoneyGram, by transmitting funds electronically to American Express. (Tr. 75-77; Ex. 21-R, ¶ 6) 87. MoneyGram acted as a conduit for petitioners to transfer funds from their Green Dot card to American Express. (Tr. 76:6-77:9) 88. The monthly statements for the American Express cards differentiated between petitioners' payment methods. When they paid the bill through an electronic transfer of funds from the Chase Account, the statements listed the payment as an "online payment." When they paid the bill through MoneyGram, the statements listed the payment as an "electronic payment." (Ex. 4-J, ADMIN009538; Tr. 77-78) 89. Petitioners were not charged and did not pay fees or interest on either American Express card during 2013 or 2014. (Ex. 4-J, ADMIN009536, ADMIN009550, ADMIN0099770; Ex. 5-J, ADMIN010025) A Sample Day: December 20, 2013 90. On December 20, 2013, petitioners made the following charges with the 1005 Card: Docket No. 13080-17 - 23 - Date Store Amount 12/20/2013 Rite Aid (Store #10384, Danbury, CT) $2,253.70 12/20/2013 Stop & Shop (Store #644, Danbury, CT) 1,007.90 12/20/2013 CVS (Store #0696, Brookfield, CT) 5,049.50 12/20/2013 Rite Aid (Store #10383, Brookfield, CT 504.95 12/20/2013 Rite Aid (Store #10383, Brookfield, CT) 504.95 12/20/2013 CVS (Store #7093, Danbury, CT) 1,009.89 12/20/2013 CVS (Store #798, Danbury, CT) 1,009.88 12/20/2013 Shell 20.14 12/20/2013 CVS (Store #798, Danbury, CT) 3,029.70 12/20/2013 Walgreens (Store #3523, Danbury, CT) 1,009.89 Total $15,400.50 (Ex. 4-J, ADMIN009559, ADMIN009568) 91. All of the transactions on the 1005 Card on December 20, 2013, except the one from Shell, were in excess of $400 and were therefore purchases of Visa gift cards, Reloads, or money orders. (Tr. 70:23-25, 71:1-2, 71:10-18, 71:24-25, 72:1-2, 73:5-9) 92. On December 20, 2013, petitioners deposited the following money orders to the Bank of America Account: Docket No. 13080-17 - 24 - Source Amount Western Union Money Order $ 999.01 Western Union Money Order 999.00 Western Union Money Order 999.00 Westem Union Money Order 999.00 MoneyGram 999.30 MoneyGram 999.30 MoneyGram 999.30 MoneyGram 999.30 MoneyGram 999.30 MoneyGram 999.30 MoneyGram 999.30 MoneyGram 999.30 MoneyGram 999.30 Total $12,989.71 (Ex. 13-R, pg. 2) 93. On December 20, 2013, petitioners transferred $10,000.00 and $9,999.99 from the Bank of America Account to the Chase Account. (Ex. 6-J, ADMIN004394; Ex. 13-R, pg. 5;) 94. On December 20, 2013, petitioners made a payment of $7,135.05 to American Express from the Chase Account. (Ex. 8-J, ADMIN006106) Docket No. 13080-17 - 25 - 95. In this manner, petitioners were rapidly generating Reward Dollars without being out of pocket for any purchases. (Entire record) Total Reward Dollars Redeemed 96. Petitioners redeemed $36,200.00 in Reward Dollars as statement credits in 2013. The $36,200.00 in statement credits are shown on petitioners' statements as "American Express Cash Rebate Transactions." They may be summarized as follows: Corresponding debit Statement to Reward Dollar Date credit page account page number Account Requested/ Amount number (Date Redeemed) Credited 1005 04/17/2013 $25.00 ADMIN009462 ADMIN009479 1005 04/17/2013 $2,250.00 ADMIN009462 ADMIN009479 1005 05/19/2013 $150.00 ADMIN009471 ADMIN009486 1005 05/19/2013 $1,000.00 ADMIN009471 ADMIN009486 1005 06/1 8/2013 $3,000.00 ADMIN009482 ADMIN009495 1005 06/20/2013 $100.00 ADMIN009482 ADMIN009495 1005 07/16/2013 $400.00 ADMIN009489 ADMIN009508 1005 07/16/2013 $2,000.00 ADMIN009489 ADMIN009508 1005 08/16/2013 $175.00 ADMIN009500 ADMIN009520 1005 08/16/2013 $1,400.00 ADMIN009500 ADMIN009520 1005 09/17/2013 $2,500.00 ADMIN009514 ADMIN009535 1005 09/17/2013 $225.00 ADMIN009514 ADMIN009535 1005 10/16/2013 $2,500.00 ADMIN009525 ADMIN009552 1005 10/16/2013 $400.00 ADMIN009525 ADMIN009552 1005 10/16/2013 $2,000.00 ADMIN009525 ADMIN009552 1005 10/17/2013 $175.00 ADMIN009526 ADMIN009552 1005 1 1/15/2013 $300.00 ADMIN009539 ADMIN009571 1005 11/15/2013 $2,500.00 ADMIN009539 ADMIN009571 Docket No. 13080-17 - 26 - 1005 1 1/16/2013 $2,250.00 ADMIN009539 ADMIN009571 1005 1 1/16/2013 $500.00 ADMIN009539 ADMIN009571 1005 11/17/2013 $175.00 ADMIN009539 ADMIN009571 1005 11/17/2013 $2,000.00 ADMIN009539 ADMIN009571 1005 12/15/2013 $3,750.00 ADMIN009556 ADMIN009571 1005 12/16/2013 $3,000.00 ADMIN009556 ADMIN009586 1005 12/17/2013 $25.00 ADMIN009556 ADMIN009586 1005 12/17/2013 $3,000.00 ADMIN009557 ADMIN009586 1005 12/17/2013 $400.00 ADMIN009557 ADMIN009586 2013 Total $36,200.00 (First Stip. ¶ 22; Ex. 4-J) 97. Petitioners redeemed $277,275.00 in Reward Dollars as statement credits in 2014. The $277,275.00 in statement credits are shown on petitioners' statements as "American Express Cash Rebate Transactions." They may be summarized as follows: Corresponding debit Statement to Reward Dollar Date credit page account page Account credited Amount number number 1005 01/16/2014 $4,000.00 ADMIN009575 ADMIN009608 1005 01/17/2014 $100.00 ADMIN009576 ADMIN009608 1005 01/17/2014 $4,500.00 ADMIN009576 ADMIN009608 1005 01/19/2014 $4,500.00 ADMIN009576 ADMIN009608 1005 01/19/2014 $100.00 ADMIN009576 ADMIN009608 1005 01/19/2014 $50.00 ADMIN009576 ADMIN009608 1005 02/13/2014 $4,500.00 ADMIN009595 ADMIN009631 1005 02/14/2014 $4,500.00 ADMIN009595 ADMIN009631 1005 02/15/2014 $3,500.00 ADMIN009595 ADMIN009631 1005 02/15/2014 $300.00 ADMIN009595 ADMIN009631 1005 02/16/2014 $3,000.00 ADMIN009595 ADMIN009631 Docket No. 13080-17 - 27 - 1005 03/16/2014 $4,500.00 ADMIN009616 ADMIN009654 1005 03/17/2014 $4,500.00 ADMIN009616 ADMIN009654 1005 03/17/2014 $100.00 ADMIN009616 ADMIN009654 1005 03/1 8/2014 $4,500.00 ADMIN009616 ADMIN009654 1005 03/1 8/2014 $225.00 ADMIN009616 ADMIN009654 1005 03/19/2014 $75.00 ADMIN009616 ADMIN009654 1005 03/19/2014 $800.00 ADMIN009616 ADMIN009654 1005 03/19/2014 $100.00 ADMIN009616 ADMIN009654 1005 04/14/2014 $4,500.00 ADMIN009635 ADMIN009678 1005 04/14/2014 $400.00 ADMIN009635 ADMIN009678 1005 04/15/2014 $4,500.00 ADMIN009635 ADMIN009678 1005 04/15/2014 $400.00 ADMIN009635 ADMIN009678 1005 04/16/2014 $4,500.00 ADMIN009635 ADMIN009678 1005 04/16/2014 $400.00 ADMIN009635 ADMIN009678 1005 04/16/2014 $25.00 ADMIN009635 ADMIN009678 1005 04/17/2014 $4,500.00 ADMIN009635 ADMIN009678 1005 04/1 8/2014 $500.00 ADMIN009635 ADMIN009678 1005 05/15/2014 $4,500.00 ADMIN009650 ADMIN009697 1005 05/16/2014 $4,500.00 ADMIN009650 ADMIN009697 1005 05/16/2014 $100.00 ADMIN009650 ADMIN009697 1005 05/17/2014 $4,500.00 ADMIN009650 ADMIN009697 1005 05/17/2014 $200.00 ADMIN009650 ADMIN009697 1005 05/1 8/2014 $4,500.00 ADMIN009650 ADMIN009697 1005 05/19/2014 $4,500.00 ADMIN009650 ADMIN009697 1005 05/19/2014 $100.00 ADMIN009650 ADMIN009697 1005 06/14/2014 $4,500.00 ADMIN009682 ADMIN009697 1005 06/15/2014 $4,500.00 ADMIN009682 ADMIN009716 1005 06/15/2014 $100.00 ADMIN009682 ADMIN009716 1005 06/16/2014 $200.00 ADMIN009682 ADMIN009716 1005 06/16/2014 $4,500.00 ADMIN009682 ADMIN009716 1005 06/17/2014 $4,500.00 ADMIN009682 ADMIN009716 1005 06/17/2014 $300.00 ADMIN009682 ADMIN009716 1005 06/1 8/2014 $25.00 ADMIN009682 ADMIN009716 1005 06/1 8/2014 $4,000.00 ADMIN009682 ADMIN009716 1005 06/1 8/2014 $2,000.00 ADMIN009682 ADMIN009716 1005 07/15/2014 $4,500.00 ADMIN009701 ADMIN009735 Docket No. 13080-17 - 28 - 1005 07/15/2014 $400.00 ADMIN009701 ADMIN009735 1005 07/16/2014 $4,500.00 ADMIN009701 ADMIN009735 1005 07/16/2014 $300.00 ADMIN009701 ADMIN009735 1005 07/16/2014 $200.00 ADMIN009701 ADMIN009735 1005 07/16/2014 $4,500.00 ADMIN009701 ADMIN009735 1005 07/1 8/2014 $4,500.00 ADMIN009701 ADMIN009735 1005 07/1 8/2014 $100.00 ADMIN009701 ADMIN009735 1005 07/19/2014 $4,500.00 ADMIN009701 ADMIN009735 1005 07/20/2014 $300.00 ADMIN009701 ADMIN009735 1005 07/20/2014 $50.00 ADMIN009701 ADMIN009735 1005 07/20/2014 $1,500.00 ADMIN009701 ADMIN009735 1005 08/15/2014 $4,500.00 ADMIN009720 ADMIN009754 1005 08/15/2014 $400.00 ADMIN009720 ADMIN009754 1005 08/16/2014 $4,500.00 ADMIN009720 ADMIN009754 1005 08/16/2014 $300.00 ADMIN009720 ADMIN009754 1005 08/17/2014 $4,500.00 ADMIN009720 ADMIN009754 1005 08/17/2014 $200.00 ADMIN009720 ADMIN009754 1005 08/1 8/2014 $4,500.00 ADMIN009720 ADMIN009754 1005 08/1 8/2014 $100.00 ADMIN009720 ADMIN009754 1005 08/19/2014 $200.00 ADMIN009720 ADMIN009754 1005 08/19/2015 $3,500.00 ADMIN009720 ADMIN009754 1005 09/14/2014 $400.00 ADMIN009741 ADMIN009754 1005 09/14/2014 $4,500.00 ADMIN009741 ADMIN009754 1005 09/15/2014 $4,500.00 ADMIN009741 ADMIN009763 1005 09/15/2014 $300.00 ADMIN009741 ADMIN009763 1005 09/16/2014 $4,500.00 ADMIN009741 ADMIN009763 1005 09/16/2014 $200.00 ADMIN009741 ADMIN009763 1005 09/17/2014 $4,500.00 ADMIN009741 ADMIN009763 1005 09/17/2014 $100.00 ADMIN009741 ADMIN009763 1005 09/1 8/2014 $4,500.00 ADMIN009741 ADMIN009763 1005 09/19/2014 $25.00 ADMIN009741 ADMIN009763 1005 09/19/2014 $4,500.00 ADMIN009741 ADMIN009763 1005 09/19/2014 $300.00 ADMIN009741 ADMIN009763 1005 10/16/2014 $400.00 ADMIN009757 ADMIN009771 1005 10/16/2014 $4,500.00 ADMIN009757 ADMIN009771 1005 10/17/2014 $4,500.00 ADMIN009757 ADMIN009771 Docket No. 13080-17 - 29 - 1005 10/17/2014 $300.00 ADMIN009757 ADMIN009771 1005 10/1 8/2014 $4,500.00 ADMIN009757 ADMIN009771 1005 10/1 8/2014 $200.00 ADMIN009757 ADMIN009771 1005 10/19/2014 $4,500.00 ADMIN009757 ADMIN009771 1005 10/19/2014 $100.00 ADMIN009757 ADMIN009771 1005 10/20/2014 $4,500.00 ADMIN009757 ADMIN009771 1005 10/21/2014 $200.00 ADMIN009757 ADMIN009771 1005 10/21/2014 $25.00 ADMIN009757 ADMIN009771 1005 10/21/2014 $3,500.00 ADMIN009757 ADMIN009771 1005 10/25/2014 $10,000.00 ADMIN009757 ADMIN009771 1005 10/25/2014 $75.00 ADMIN009758 ADMIN009771 1005 10/25/2014 $3,000.00 ADMIN009758 ADMIN009771 1005 10/25/2014 $750.00 ADMIN009758 ADMIN009771 1005 10/25/2014 $10,000.00 ADMIN009758 ADMIN009771 1005 11/17/2014 $3,000.00 ADMIN009769 1005 11/17/2014 $500.00 ADMIN009769 Not in the record 1005 11/17/2014 $25.00 ADMIN009769 1001 02/26/2014 $25.00 ADMIN009946 ADMIN009965 1001 03/30/2014 $600.00 ADMIN009959 ADMIN009976 1001 03/30/2014 $75.00 ADMIN009959 ADMIN009976 1001 04/28/2014 $2,500.00 ADMIN009968 ADMIN009985 1001 05/30/2014 $2,500.00 ADMIN009979 ADMIN009994 1001 05/30/2014 $150.00 ADMIN009979 ADMIN009994 1001 06/29/2014 $2,500.00 ADMIN009988 ADMIN010001 1001 06/29/2014 $400.00 ADMIN009988 ADMIN010001 1001 07/29/2014 $3,000.00 ADMIN009997 ADMIN010012 1001 07/29/2014 $200.00 ADMIN009997 ADMIN010012 1001 07/29/2014 $25.00 ADMIN009997 ADMIN010012 1001 08/30/2014 $4,000.00 ADMIN010004 ADMIN010021 1001 08/30/2014 $200.00 ADMINO10004 ADMINO10021 1001 08/30/2013 $25.00 ADMIN010005 ADMIN010021 1001 09/29/2014 $4,500.00 ADMINO10017 ADMINO10021 1001 09/29/2014 $200.00 ADMIN010017 ADMIN010021 1001 10/26/2014 $1,000.00 ADMIN010017 1001 10/26/2014 $10,000.00 ADMIN010017 1001 10/26/2014 $300.00 ADMIN010017 Not in the record Docket No. 13080-17 - 30 - 1 001 10/31/2014 $3,000.00 ADMIN010024 1001 10/31/2014 $25.00 ADMIN010024 2014 Total $277,275.00 (First Stip. ¶¶ 23 and 24; Ex. 4-J) Notices and Returns 98. On petitioners' joint tax return (Form 1040) filed for the 2013 tax year, they reported as income $149,773.00 in wages, $2,338.00 in interest, and $299.00 in ordinary dividends. (Ex. 2-J) 99. Petitioners did not report any income from the Rewards Program on their 2013 tax return. (Ex. 2-J) 100. On petitioners' joint tax return (Form 1040) filed for the 2014 tax year, they reported as income $161,480 in wages, $1,566.00 in interest, $78.00 in ordinary dividends, and a capital gain of $1,821.00. (Ex. 3-J) 101. Petitioners did not report any income from the Rewards Program on their 2014 tax return. (Ex. 3-J) 102. On March 23, 2017, respondent issued a notice of deficiency to petitioners for the 2013 and 2014 tax years. (First Stip. ¶ 2; Ex. 1-J) 103. In the notice of deficiency, respondent determined that petitioners earned additional "other income" totaling $29,775.00 in 2013 and $265,485.00 in 2014 from the Rewards Program. (First Stip. ¶ 27; Ex. 1-J) Docket No. 13080-17 - 31 - 104. In the First Amendment to Answer, respondent revised the amount of the income earned by petitioners from the Rewards Program to $36,200.00 in 2013 and $277,275.00 in 2014.3 (First Stip. ¶ 27; First Amendment to Answer) 3 The notice of deficiency incorrectly stated that petitioners' income from the Rewards Program totaled $29,775.00 in 2013 and $265,485.00 in 2014. Respondent later determined that petitioners' income from the Rewards Program totaled $36,200.00 in 2013 and $277,275.00 in 2014. This additional income in each year resulted in increased deficiencies in tax from $8,264.00 to $9,928.00 for the 2013 tax year and from $89,847.00 to $93,845.00 for the 2014 tax year. See Respondent's Motion for Leave to Amend Answer. Docket No. 13080-17 - 32 - ULTIMATE FINDINGS OF FACT 105. Petitioners engaged in three activities for the specific purpose of generating Rewards Dollars during 2013 and 2014: (1) Petitioners charged the cost of Visa gift cards to their American Express cards, used the Visa gift cards to purchase money orders, deposited the money orders into their bank accounts, and then paid their American Express bill with those deposits. (Tr. 35-44; Ex. 22-R, ¶ 1); (2) Petitioners charged Reloads to their Green Dot card to their American Express cards, used the Green Dot card to remit funds and service charges to MoneyGram, which then electronically transmitted the funds to American Express to pay petitioners' credit card bills. (Tr. 77-78); (3) On rare occasions, petitioners purchased money orders with their American Express cards, then deposited those money orders into their bank accounts, and then paid their American Express bill with those deposits. (Tr. 70) 106. These patterns of activity, repeated over and over, were intended to rapidly accumulate Reward Dollars, which were redeemed for statement credits that petitioners used to reduce the amount of their American Express card bills. (Ex. 4-J, ADMIN009552; First Stip. ¶¶ 22 and 23) Docket No. 13080-17 - 33 - 107. The Visa gift cards, like petitioner's OneVanilla Cards, meet all of the requirements to be cash equivalents under Cowden v. Commissioner, 289 F.2d 20, 24 (5th Cir. 1961), rev'g 32 T.C. 85 (1959). (Entire record) 108. The Green Dot card meets all of the requirements to be a cash equivalent under Cowden v. Commissioner, 289 F.2d 20, 24 (5th Cir. 1961), rev'g 32 T.C. 85 (1959). (Entire record) 109. A money order is a cash equivalent. (Entire record) 110. A Reload to a Green Dot card is a cash equivalent. (Entire record) 111. There is no evidence that any of the Visa gift cards or reloadable debit cards used by petitioners were anything other than cash equivalents. (Entire record) 112. Over 99% of petitioners' charges on the American Express cards in 2013 and 2014 were for cash equivalents. (Entire record) 113. Other than a few small purchases, petitioners did not otherwise purchase goods or services with their American Express cards. (Entire record) 114. Applying the Reward Dollar percentage of 5% to petitioners' purchases which were not for Visa gift cards, Reloads, and money orders in 2013, $535.08 of petitioners' Reward Dollars in 2013 were not includible in gross Docket No. 13080-17 - 34 - income because the underlying purchases were not cash equivalents. (Entire record) 115. Applying the Reward Dollar percentage of 5% to petitioners' purchases on the 1005 Card which were not for Visa gift cards, Reloads, and money orders in 2014, $763.90 of petitioners' Reward Dollars in 2014 earned on the 1005 Card were not includible in gross income because the underlying purchases were not cash equivalents. (Entire record) 116. Applying the Reward Dollar percentage of 5% to petitioners' purchases on the 1001 Card which were not for Visa gift cards, Reloads, and money orders in 2014, $130.56 of petitioners' Reward Dollars in 2014 earned on the 1001 Card were not includible in gross income because the underlying purchases were not cash equivalents. (Entire record) 117. Petitioners' charges for cash equivalents were expressly disqualified from the Rewards Program as purchases of prepaid cards and/or cash equivalents. Nevertheless, American Express credited petitioners' account with Reward Dollars based on charges incurred for these cash equivalents. (Entire record) 118. Petitioners' accumulation of Reward Dollars from the purchase of cash equivalents are an accession to wealth to petitioners and must be included in petitioners' gross income. (Entire record) Docket No. 13080-17 - 35 - 119. The amount of gross income generated from petitioners' Reward Dollars is equal to the amount of statement credits they received from American Express, less the nontaxable amounts in ¶¶ 113 through 115 above. (Entire record) 120. The Reward Dollars received by petitioners do not reduce the basis of the cash equivalents that they charged on their American Express cards. (Entire record) 121. Petitioners had $35,664.924 of gross income from Rewards Dollars from their participation in the Rewards Program in 2013. (Entire record) 122. Petitioners had $276,380.545 gross income from Rewards Dollars from their participation in the Rewards Program in 2014. (Entire record) 4 $36,200.00 in total rewards in 2013 less $535.08 in rewards not related to charges for cash equivalents. 5 $277,275.00 in total rewards in 2014 less $894.46 in rewards not related to charges for cash equivalents. Docket No. 13080-17 - 36 - POINTS RELIED UPON Petitioners were paid Reward Dollars earned on charges of cash equivalents in the form of statement credits from American Express totaling $36,200.00 in 2013 and $277,275.00 in 2014. The Reward Dollars (and corresponding statement credits) were generated by charging Visa gift cards, Reloads, and money orders to their American Express cards, for which petitioners received Reward Dollars from American Express equal to 5% of the charges on these cards. Petitioners then used the Visa gift cards to purchase money orders, which they deposited to their bank account, and then paid their American Express card bills. Petitioners also used a reloadable debit card known as a Green Dot card to transmit funds through MoneyGram to American Express to pay petitioners' credit card bills. Petitioners also charged some money orders to their American Express cards and deposited the money orders to their bank accounts and then paid their American Express card bills. Repeating these processes over and over, petitioners charged over $6 million in Visa gift cards, Reloads, and money orders in a two-year period to generate substantial income. Generally, when a payment is made by a seller to a customer as an inducement to purchase property, the payment does not constitute income but instead is treated as a purchase price adjustment to the basis of the property. Docket No. 13080-17 - 37 - Pittsburgh Milk Co. v. Commissioner, 26 T.C. 707 (1956); Rev. Rul. 76-96, 1976- 1 C.B. 23. In this case, however, petitioners did not purchase goods or property to which a basis adjustment may apply. Rather, they purchased cash equivalents, in the form of Visa gift cards, Reloads for the Green Dot card, and money orders, to which no such adjustment can apply. See Cowden v. Commissioner, 289 F.2d 20, 24 (5th Cir. 1961) (setting forth the cash equivalence doctrine); Bixby v. Commissioner, 58 T.C. 757 (1972) (cash equivalents have basis equal to face value). As a result, the Reward Dollars paid to petitioners as statement credits for the charges relating to cash equivalents are an accession to wealth and income to petitioners under I.R.C. § 61. Docket No. 13080-17 - 38 - ARGUMENT I. WHEN PETITIONERS' REWARD DOLLARS WERE AVAILABLE AND USED, PETITIONERS HAD AN ACCESSION TO WEALTH AND THOSE REWARD DOLLARS ARE INCLUDIBLE IN PETITIONERS' GROSS INCOME. I.R.C. § 61(a) defines the term "gross income" to include "all income from whatever source derived." The term has been broadly interpreted.6 It is well established that the payment of the expenses of a taxpayer by another is includible in the taxpayer's gross income. See, e.g., Old Colony Trust v. Commissioner, 279 U.S. 716, 729-730 (1929). The scope of I.R.C. § 61(a) is broad, and exclusions from income are narrowly construed. See Commissioner v. Schleier, 515 U.S. 323, 328 (1995); United States v. Burke, 504 U.S. 229, 248 (1992); Commissioner v. Glenshaw Glass Co., 348 U.S. 426, 429-430 (1955). Under the accession to wealth principle, gross income extends to undeniable accessions to wealth, clearly realized, over which the taxpayers have complete dominion. See, g, Commissioner v. Glenshaw Glass Co., 348 U.S. at 431. Regarding dominion, as the Supreme Court explained, "[a] gain 'constitutes taxable income when its recipient has such control over it that, as a practical 6 See Shankar v. Commissioner, 143 T.C. 140 (2014) (receipt of airline ticket purchased with frequent flyer miles was an item of gross income under I.R.C. § 61). 

    

        
      
        
          
            
               Thumbnails
            
            
               Document Outline
            
            
               Attachments
            
          

        

        
          
          

          
          

          
          

        

      
  

      
        
          
            
            
              
                Previous
              
              

              
                Next
              
            

          


          
            
            Highlight all
            
            Match case
            
          


          
            
          

        
  

        
          
            
              Presentation Mode
            

            
              Open
            

            
              Print
            

            
              Download
            

            
              Current View
            

            


            
              Go to First Page
            
            
              Go to Last Page
            

            


            
              Rotate Clockwise
            
            
              Rotate Counterclockwise
            

            


            
              Text Selection Tool
            
            
              Hand Tool
            

            


            
              Document Properties…
            
          

        
  

        
          
            
              
                
                  Toggle Sidebar
                
                

                
                  Find
                
                
                  
                    Previous
                  
                  

                  
                    Next
                  
                

                
                
              

              
                
                  Presentation Mode
                

                
                  Open
                

                
                  Print
                

                
                  Download
                
                
                  Current View
                

                


                
                  Tools
                
              

              
                
                  
                    Zoom Out
                  
                  

                  
                    Zoom In
                   
                

                
                  Automatic Zoom
Actual Size
Page Fit
Page Width

50%
75%
100%
125%
150%
200%
300%
400%


                
              

            

            
              
                
                

              

            

          

        


        


        
          

        


        
          
            
            
              More Information
            
            
              Less Information
            
          

          
            
              Close
            
          

          

          
        

      
 

      
        
          
            
              Enter the password to open this PDF file:

            

            
              
            

            
              Cancel
              OK
            

          

        

        
          
            
              File name: -

            

            
              File size: -

            

            

            
              Title: -

            

            
              Author: -

            

            
              Subject: -

            

            
              Keywords: -

            

            
              Creation Date: -

            

            
              Modification Date: -

            

            
              Creator: -

            

            

            
              PDF Producer: -

            

            
              PDF Version: -

            

            
              Page Count: -

            

            
              Close
            

          

        

        
          
            
              Preparing document for printing…
            

            
              
              0%
            

            
              Cancel
            

          

        

      
  

    
 

    

  