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Ris, 24 T.C. 46 (1955)

To claim a tax deduction for a loss due to confiscation of property by a foreign
government, the taxpayer must present sufficient evidence to prove the confiscation
occurred.

Summary

The case concerns a taxpayer, Ris, who claimed a loss deduction for stock in a
Yugoslav corporation, alleging it was confiscated by the Yugoslav government. The
court found that the taxpayer had not provided sufficient evidence of a confiscation,
specifically a governmental act or decree depriving the taxpayer of their stock, to
support  the  deduction.  The court  distinguished this  case  from previous  rulings
where confiscation was proven by a governmental decree. The court emphasizes the
need for clear proof, rather than general claims, of the confiscatory action to grant
the tax deduction.

Facts

The taxpayer owned stock in Ris, a Yugoslav corporation. The stock was initially
deemed seized due to the war between the U.S. and Germany. The taxpayer claimed
the  stock  was  recovered  in  1945,  and  subsequently  confiscated  without
compensation by the Yugoslav government. The taxpayer sought a loss deduction for
the stock’s value under section 23(e) of the Internal Revenue Code of 1939.

Procedural History

The  case  was  heard  by  the  United  States  Tax  Court.  The  court  reviewed  the
evidence presented by the taxpayer to determine whether a loss deduction was
justified under the tax code. The Tax Court ruled in favor of the Commissioner of
Internal Revenue.

Issue(s)

1. Whether the taxpayer recovered their stock in 1945.

2.  Whether  the  taxpayer  presented sufficient  evidence to  demonstrate  that  the
Yugoslav government confiscated the stock in 1945.

Holding

1. Yes, because the court found that there was a recovery of the petitioner’s interest
in stock of Ris corporation in 1945 through actions of Ris corporation which were
brought about by Green acting for petitioner.

2.  No,  because  the  taxpayer  failed  to  provide  sufficient  proof  of  governmental
confiscation through a specific act or decree.
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Court’s Reasoning

The court first addressed the recovery of the stock, finding that the taxpayer had
indeed recovered his interest. The court then turned to the central issue of whether
a confiscation had occurred. The court noted the absence of a specific governmental
decree or act of confiscation. While the taxpayer presented a witness who gave
general testimony about the political situation in Yugoslavia after the war, the court
found this insufficient. The witness admitted that not all industrial properties were
confiscated in 1945, and the court pointed out that a nationalization law was not
enacted until 1946. The court distinguished this case from cases where confiscation
was established through concrete evidence such as governmental decrees.

Practical Implications

This case highlights the crucial importance of evidence in tax disputes involving
losses due to foreign government actions.  Taxpayers claiming such losses must
provide concrete proof of the confiscation, such as official decrees or specific actions
by the foreign government that deprived them of their property. General testimony
or circumstantial evidence is usually insufficient. This case reinforces the need for
detailed documentation and specific evidence in cases related to tax deductions for
losses due to governmental actions. Attorneys should advise clients to gather and
preserve any relevant documents or witness testimony to support such claims. The
case shows that while the court acknowledged the political reality of the time, it
required direct evidence, not assumptions or generalities, to justify a tax deduction.


