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Income Classification

Rent

This chart only includes a sampling of
authorities for each category. Some of the
categories have many cases or rulings that are
relevant. The authorities shown are intended
as a starting point for further research.

Rev. Rul. 60-226 (copyright
- a sale and not a royalty)

Royalty

Rohmer v. Commr., 153
F.2d 61 (2d Cir. 1946)
(author - a royalty and not a
sale)

Cory v. Commr., 230 F.2d 941 (2d
Cir. 1956) (copyright - a royalty and
not a sale)

Sale

Conde Nast Publication v. U.S., 575
F.2d 400 (2d Cir. 1978) (Vogue
name - a sale and not a royalty)

Musco Sports Lighting, Inc. v. Commr., T.C. Memo
1990-331 (lights were rented; was not a service)

Boulez v. Commr., 83 T.C. 584 (1984) (orchestra
conductor - a service and not a royalty)

Tobey v. Commr., 60 T.C. 227 (1973) (artist/painter - a service
and not a sale)

Tidewater Inc. v. U.S., 565 F.3d 299 (5th Cir. 2009)
(time charter of a vessel was rent and not a
service)

Ingram v. Bowers, 57 F.2d 65 (2d Cir. 1932) (singer - a
service and not a royalty)

Cook v. U.S., 599 F.2d 400 (Ct. Cl. 1979) (sculptor - a service
and not a sale)

Oppenheim v. Commr., 31 BTA 563 (1934) (author - a
royalty and not a service)

Guy F. Atkinson Co. v. Commr., 82 T.C. 275 (1984) (building a
dam - a service and not a sale)

Rev. Rul. 74-555 (author - a royalty and not a service)

TAM 9527003 (electricity production - a sale and not a service)

Xerox v. U.S., 656 F.2d 659 (Ct. Cl. 1981)
(providing photocopiers was a service and not rent)
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Computer Programs
(Reg. 1.861-18)
1. A transfer of a
copyright right: a sale if
all substantial rights are
transferred; otherwise
treat as a royalty.
2. A transfer of a
copyrighted article: a sale
if all benefits and
burdens of ownership are
transferred; otherwsie
treat as rent.
Deal v. Commr., 29 T.C. 730
(1958) (purported sale was
treated as a gift)

Service

Cloud transactions
(Prop. Reg. 1.861-19)
(on-demand network
access to computer
hardware, digital content,
or similar resources)

Bank of America v. U.S., 230 Cl. Ct. 679 (1982) (part
services and part interest)
Goodwin v. Commr., 75 T.C. 424 (1980) (bank fees were
for services and were not interest)
Container Corp. v. Commr., 134 T.C. 5 (2010) (guarantee
fees were treated as services and not as interest)

Interest

Mixon v. U.S., 464 F.2d 394 (5th Cir. 1972) (in a
debt vs. equity case, the instrument was held to be
debt; 13 factors often cited in other cases) (see
Hambuechen v. Commr., 43 T.C. 90 (1964) for
debt vs. equity in the partnership context)
American Metallurgical Coal Co. v. Commr., T.C.
Memo 2016-139 (purported debt instrument was
treated as equity)

Home Team Transition Mgmt. v. Commr., T.C.
Memo 2017-51 (purported management fees
were constructive dividends)
Haffner's Service Stations v. Commr., 326 F.3d 1
(1st Cir. 2003) (bonuses to controlling
shareholder were constructive dividends)

Commr. v. Duberstein, 363 U.S. 278 (1960) (receipt of
a Cadillac was for services and was not a gift)

Generally treat as a
service, but in some
circumstances treat as
rent.

Abdella v. Commr., T.C. Memo 1983-616 (payments
from shareholders to a corporate employee were gifts
and not for services)

Harter v. Helvering, 79 F.2d 12 (2d Cir.
1935) (purported loan from subsidiary to
parent was treated as a dividend)

Dividend

Edwards Motor Transit v. Commr., 23
T.C.M. 1968 (1964) (loan from subsidiary
to parent was respected as a loan)
Dynamo Holdings LP v. Commr., T.C.
Memo 2018-61 (related party loans were
respected as loans and were not
constructive dividends)

Loan

Miller v. Commr.,
71 T.C.M. 1674
(1996) (purported
loans from mother
to children were
treated as gifts)

Gift

