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Ostrow v. Comm’r, 122 T. C. 378 (U. S. Tax Ct. 2004)

In  Ostrow v.  Comm’r,  the U.  S.  Tax Court  ruled that  deductions for  a  tenant-
stockholder’s share of real estate taxes paid by a cooperative housing corporation
under section 216(a)(1) of the Internal Revenue Code do not reduce alternative
minimum taxable income (AMTI). The decision clarifies that such deductions are
treated similarly to those of homeowners, who also cannot deduct real estate taxes
for AMT purposes, ensuring parity in tax treatment.

Parties

Lauren Ostrow and Joseph Teiger were the petitioners (plaintiffs) at the trial level.
The Commissioner of Internal Revenue was the respondent (defendant).

Facts

Lauren  Ostrow  was  a  tenant-stockholder  in  a  cooperative  housing  corporation
during the 2001 tax year. The cooperative paid real estate taxes on the property,
and Ostrow’s proportionate share of these taxes amounted to $10,489. Ostrow and
her husband, Joseph Teiger, deducted this amount from their adjusted gross income
for regular tax purposes and also included it in their computation of alternative
minimum taxable income (AMTI) when calculating their alternative minimum tax
(AMT) liability.

Procedural History

The Commissioner of Internal Revenue determined a deficiency in the petitioners’
2001 federal income tax and raised the issue of the deductibility of the real estate
taxes  under  section  216(a)(1)  for  AMT purposes  in  the  answer.  The  case  was
submitted fully stipulated under Rule 122 of the Tax Court Rules of Practice and
Procedure. The Tax Court reviewed the issue as a question of law, without the need
to consider the burden of proof.

Issue(s)

Whether a deduction allowed under section 216(a)(1) of the Internal Revenue Code
for a tenant-stockholder’s share of real estate taxes paid by a cooperative housing
corporation reduces alternative minimum taxable income (AMTI)?

Rule(s) of Law

Section 164(a)(1) of the Internal Revenue Code allows a deduction for real property
taxes  paid  or  accrued  by  the  taxpayer.  Section  216(a)(1)  permits  a  tenant-
stockholder in a cooperative housing corporation to deduct their proportionate share
of the real estate taxes paid by the corporation. Section 56(b)(1)(A)(ii) disallows
deductions for certain taxes described in section 164(a) when computing AMTI,
unless the taxes are deductible in computing adjusted gross income.



© 2025 SCOTUSreports.com. All rights reserved. | 2

Holding

The  Tax  Court  held  that  a  deduction  under  section  216(a)(1)  for  a  tenant-
stockholder’s share of real estate taxes paid by a cooperative housing corporation
does not reduce alternative minimum taxable income (AMTI). The court reasoned
that the term “taxes described in” section 164(a)(1) encompasses taxes deductible
by reference to section 164(a)(1), such as those under section 216(a)(1).

Reasoning

The court analyzed the statutory language, particularly the phrase “taxes described
in” section 164(a)(1),  concluding that it  includes taxes deductible under section
164(a)(1) and those deductible by reference to it, such as through section 216(a)(1).
The court rejected the petitioners’ argument that the omission of section 216 from
section 56(b) indicated its applicability to AMTI calculations, emphasizing that the
language used in section 56(b)(1)(A)(ii) clearly applied to taxes described in section
164(a). The court also considered the historical context of section 216, which was
intended to place tenant-stockholders on equal footing with homeowners regarding
tax deductions. The court reasoned that allowing section 216(a)(1) deductions to
reduce  AMTI  would  create  a  disparity  between  tenant-stockholders  and
homeowners,  contrary  to  Congress’s  intent.  The  court  further  noted  that  the
legislative history supported its interpretation and that the policy of equal treatment
should guide the resolution of any statutory ambiguity.

Disposition

The Tax Court entered a decision under Rule 155, indicating that a deduction under
section 216(a)(1) does not reduce alternative minimum taxable income.

Significance/Impact

The Ostrow decision clarifies the treatment of deductions for cooperative housing
corporation taxes under the alternative minimum tax regime, ensuring that tenant-
stockholders are treated similarly to homeowners in this context. This ruling impacts
tax  planning  for  individuals  living  in  cooperative  housing,  as  it  necessitates
adjustments in their AMT calculations. The decision has been cited in subsequent
cases and administrative guidance, reinforcing its importance in the interpretation
of sections 164 and 216 of the Internal Revenue Code in relation to AMT.


