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< s t r o n g > < e m > R o m i n e  v .  C o m m i s s i o n e r < / e m > ,  2 5  T . C .  8 7 3
(1956)</em></strong>

Income is constructively received by a cash-basis taxpayer when it is unqualifiedly
available to them, even if not actually received, and the taxpayer’s control over the
timing of receipt determines the year of taxation.

<strong>Summary</strong>

The case involves a farmer who sold livestock in late 1946 but received payment in
early  1947.  The  Commissioner  asserted  a  deficiency,  arguing  the  income  was
constructively received in 1946, and the Tax Court agreed. The court analyzed the
doctrine  of  constructive  receipt,  focusing  on  the  taxpayer’s  control  over  the
availability of the funds. The court held the income was taxable in 1946 because the
purchaser was ready and able to pay, and the taxpayer’s delay in collecting was due
to his  own actions.  The ruling underscores the principle  that  taxpayers  cannot
control the timing of their tax liability by delaying the actual receipt of funds when
those funds are readily available.

<strong>Facts</strong>

The taxpayer, a farmer, used the cash method of accounting. He sold hogs to a
company on December 30, 1946. The hogs were delivered by a commercial trucker.
The taxpayer typically collected payment in person but did not seek payment on
December 30 or 31, 1946. He collected a check from the company on January 2,
1947. The company recorded the transaction in its books as of December 30, 1946,
and reported the payment on its 1946 tax return. The taxpayer reported the income
on his 1947 return.

<strong>Procedural History</strong>

The Commissioner determined a deficiency, asserting the income was constructively
received in 1946. The taxpayer contested this in the Tax Court.

<strong>Issue(s)</strong>

1. Whether the assessment of deficiencies for the years 1945 and 1946 was barred
by the statute of limitations.

2. Whether the taxpayer constructively received income from the sale of livestock in
1946, even though actual receipt was in 1947.

3. Whether the taxpayer could deduct, as a farm expense, the value of corn given to
him by his parents.

<strong>Holding</strong>
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1. No, because the statute of limitations was extended by signed waivers.

2. Yes, because the income was constructively received in 1946, and thus taxable in
that year.

3. No, because the taxpayer’s basis in the corn was zero.

<strong>Court’s Reasoning</strong>

The court first addressed the statute of limitations and upheld the validity of the
waivers extending the assessment period. Regarding constructive receipt, the court
relied on Treasury Regulations and prior case law. The court cited Regs. 111, sec.
29.42-2, which states that income is constructively received when it is unqualifiedly
available and subject to the demand of a cash basis taxpayer. The court reasoned
that the company was both willing and able to pay the taxpayer on December 30,
1946. The taxpayer had complete control over when he collected the payment. The
court distinguished the case from scenarios where third parties or corporate policies
prevented immediate payment.

The court then found that the corn given to the taxpayer by his parents was not
deductible.  The court  determined that the parents had no taxable income from
giving the corn, so the taxpayer also had a zero basis and no deduction was allowed.

<strong>Practical Implications</strong>

This case highlights the importance of understanding constructive receipt for cash-
basis taxpayers, especially at year-end. Legal practitioners should advise clients to
be mindful of when income becomes unconditionally available. Taxpayers cannot
simply postpone income recognition by delaying collection, if they have the ability to
collect it. This case also reinforces the rule that the timing of deductions can be
influenced by how assets are acquired. Tax advisors should carefully evaluate the
basis of assets and their impact on the tax implications of gifting assets.

Later cases have applied or distinguished this ruling in situations involving deferred
compensation, dividend payments, and other forms of income. The case is frequently
cited for its clear articulation of the constructive receipt doctrine. It impacts how
similar cases are analyzed, particularly when the taxpayer could have controlled the
time of payment. Business practices in this area include ensuring that all necessary
actions are taken by year-end to manage the timing of income receipts to align with
desired tax outcomes. If a payment is delayed for a valid business reason (and not
simply for tax planning), it may not be deemed constructively received.


