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PER CURI AM *

Chapman L. Sanford appeals fromthe Tax Court's affirmance of
the Comm ssioner of Internal Revenue's assessnment of a deficiency
in his 1989 federal incone tax paynent. W affirm

Sanford sol d property in 1986. Because the buyer paid Sanford
in installnments, he reported the incone from that sale in each

taxable year during which he had received a portion of that

Local Rule 47.5.1 provides: "The publication of opinions that have
no precedential value and nerely decide particular cases on the basis of well-
settled principles of |aw inposes needl ess expense on the public and burdens on
the | egal profession.” Pursuant to that Rule, the Court has determ ned that this
opi ni on shoul d not be published.



incone.! 1In 1986, he clained a capital-gains deduction permtted
under 26 U . S.C. 8§ 1202 (1982)2 and reported as inconme only forty
percent of the gain received that year. He did not claim the
8§ 1202 deduction in 1987 or 1988. 1In 1989, Sanford again clai ned
the 8 1202 deduction for the final paynent.

Because Congress had repealed 8 1202 for taxable years
conmenci ng after Decenber 31, 1986,2% the Conmm ssioner determ ned
t hat Sanford was not entitled to a deduction in 1989 and assessed
a deficiency of $193,361.4 The Tax Court affirmed the deficiency
assessnent. Sanford now appeal s the decision of the Tax Court.

Sanford argues that although he chose to use the install nent
met hod of reporting his gain, he should reap the benefit of the
§ 1202 deduction because it was still in effect in 1986 when he
sold the property. Section 1001(c) of the Internal Revenue Code
provides that, "[e]xcept as otherwi se provided in this subtitle,
the entire amount of the gain or |oss, determned under this
section, on the sale or exchange of property shall be recogni zed."
26 U S.C. 8 1001(c) (21988). "The general rule in tax lawis that
the entire anount of gain fromthe sale of property is taxed in the

year of sale." Lustgarten v. Comm ssioner, 639 F.2d 1208, 1210

1 Sanford received paynments from the buyer in installnents in the
t axabl e years 1986, 1987, 1988, and 1989.

2 Prior toits repeal, this section allowed noncorporate taxpayers to
claima sixty-percent deduction of their net capital gains.

8 See Pub. L. No. 99-514, § 301(a), 100 Stat. 2216 (1986) (repealing
26 U.S.C. § 1202).

4 The deficiency was the difference between the tax owed under the | aws

in effect in 1989 and the tax owed as reported by Sanford.
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(5th Gr. 1981). However, 8§ 1001(d) states that, "[n]Jothing in
this section shall be construed to prevent (in the case of property
sold under contract providing for paynent in installnents) the
taxation of that portion of any installnent paynent representing
gain or profit in the year in which such paynent is received." 26
U.S.C. § 1001(d) (1988).

Sanford contends that § 1001(d) does not operate as an
exception to 8 1001(c) because it only defers the taxation of his
gain, not its recognition. In Conmm ssioner v. South Texas Lunber
Co.,® however, the Suprene Court rejected this view. See 333 U.S.
at 504-05, 68 S. . at 700-01 (rejecting taxpayer's argunent that
gains frominstall nent sales should be recognized in year of sale
even though not taxed until year of receipt of paynent); cf.
Suprene Investnent Corp. v. United States, 468 F.2d 370, 380 (5th
Cr. 1972) (noting that § 1001(d) "nakes an exception to the
general rule of 8§ 1001 that gain is taxable in the year of sale").
Moreover, 8 453(c) explicitly states that under the install nent
net hod,® "the income recognized for any taxable year from a
disposition is that proportion of the paynents received in that
year . . . ." 26 U S.C 8 453(c) (1988) (enphasis added); see al so
In re Steen, 509 F.2d 1398, 1404 (9th Cr. 1975) (stating that in
8§ 453, "Congress provided an exception to the general rule that the
gain realized on the sale or other disposition of an asset is

recogni zed in the year of sale" (citing South Texas Lunber Co., 333

5 333 U. S. 496, 504-05, 68 S. Ct. 695, 700-01, 92 L. Ed. 831 (1948).

6 This section defines the "install nent nethod."
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US at 503, 678 S. C. at 700)).

We therefore hold that Sanford recogni zed his gain not at the
time of the sale, but at the tine he received each install nent
paynment. Accordingly, he is subject to the tax laws in effect at
the tinme of each paynent, and the gain received in each of those
years is taxable under the laws in effect during that year. See
Snell v. Conmm ssioner, 97 F.2d 891, 893 (5th Cr. 1938) (holding
t hat where a taxpayer "chose to defer realization of the profits on
the deferred installnents,” the deferred profits were taxable
"under such provisions of the law as m ght be of force at their
maturity"). Because the 8§ 1202 deduction no longer existed in
1989, Sanford cannot apply it to the installnent paynent he
received in that year. "That the | aw m ght be changed, not only in
the tax rate but in any other of its provisions, was a risk the
taxpayer took in deferring the realization of his gains." Snell,
97 F.2d at 893.

For the foregoing reasons, we AFFIRM the decision of the Tax
Court and uphold the Comm ssioner's assessnent of a deficiency

agai nst Sanford.



