Shiosaki v. Commissioner, 61 T. C. 861 (1974)

Summary judgment is inappropriate when there exists a genuine dispute as to
material facts, particularly regarding the taxpayer’s intent.

Summary

In Shiosaki v. Commissioner, the U. S. Tax Court denied the Commissioner’s motion
for summary judgment against James Shiosaki, who sought to deduct gambling
expenses for tax years 1968, 1969, and 1971. The court found that a factual issue
persisted regarding Shiosaki’s profit-seeking intent, similar to a prior case involving
the same issue for 1967. The court emphasized that without a trial, it could not
determine if the facts and law were identical, thus precluding the application of
collateral estoppel. The decision underscores the cautious approach to granting
summary judgment when intent is in question.

Facts

James Shiosaki sought to deduct travel expenses to Las Vegas for gambling on his
1968, 1969, and 1971 federal income tax returns. Previously, in a case concerning
the 1967 tax year (T. C. Memo 1971-24), the Tax Court denied similar deductions,
finding that Shiosaki did not have a bona fide profit-seeking purpose. The
Commissioner moved for summary judgment in the later cases, arguing that the
facts and law were the same as in the 1967 case, and that Shiosaki should be
collaterally estopped from relitigating the issue.

Procedural History

Shiosaki filed timely petitions challenging the Commissioner’s disallowance of his
gambling expense deductions for the years 1968, 1969, and 1971. The
Commissioner responded by pleading collateral estoppel, based on the previous
1967 case. The Commissioner then moved for summary judgment under Rule 121 of
the Tax Court Rules of Practice and Procedure. The Tax Court heard arguments and
denied the motion, leading to this opinion.

Issue(s)

1. Whether the Commissioner established an absence of genuine disputes as to any
material fact, thereby entitling him to summary judgment on the issue of Shiosaki’s
gambling expense deductions for 1968, 1969, and 1971.

Holding

1. No, because the Commissioner failed to show an absence of genuine disputes as
to Shiosaki’s intent in incurring the gambling expenses for the years in question,
making summary judgment inappropriate.
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Court’s Reasoning

The court applied Rule 121 of the Tax Court Rules of Practice and Procedure, which
closely resembles Rule 56 of the Federal Rules of Civil Procedure. It emphasized
that summary judgment should only be granted if there is no genuine issue as to any
material fact and a decision can be rendered as a matter of law. The court found
that the Commissioner did not meet his burden to show an absence of factual
disputes, particularly regarding Shiosaki’s intent. The court noted that the prior
case’s holding was based on a factual conclusion about Shiosaki’s purpose, which
could not be assumed identical for the later years without a trial. The court also
referenced case law indicating that summary judgment is generally not suitable
when intent is at issue, citing Consolidated Electric Co. v. United States, 355 F. 2d
437 (C. A. 9, 1966). The court concluded that a trial was necessary to determine
Shiosaki’s intent for the years in question.

Practical Implications

This decision underscores the importance of a cautious approach to summary
judgment in tax cases where intent is a key issue. Practitioners should be aware that
collateral estoppel may not apply without a clear demonstration that the facts and
law are identical in subsequent cases. The ruling suggests that taxpayers should be
given the opportunity to present evidence at trial when their intent is in dispute,
especially in cases involving deductions that hinge on subjective motivations. This
case may influence how tax attorneys approach similar disputes, emphasizing the
need for thorough factual development before seeking summary judgment.
Subsequent cases have continued to apply this principle, reinforcing the need for a
full trial when factual disputes, particularly about intent, are present.
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