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PAJAK, Special Trial Judge: This case was heard pursuant to

the provisions of section 7463 of the Internal Revenue Code in
effect at the time the petition was filed. The decision to be
entered is not reviewable by any other court, and this opinion
shoul d not be cited as authority. Unless otherw se indicated,
subsequent section references are to the Internal Revenue Code in
effect for the year in issue, and all Rule references are to the

Tax Court Rules of Practice and Procedure.



Respondent determ ned a deficiency of $532 in petitioners
1996 Federal income tax. Respondent conceded that petitioners
did not fail to include original issue discount of $20.75 in
their income. The sole issue for decision is whether petitioners
failed to report as inconme ganbling w nnings of $3,500.

Sone of the facts in this case have been stipulated and are
so found. Petitioners resided in Wlmngton, Illinois, at the
time they filed their petition.

In 1996, petitioners, who are not professional ganblers,
ganbl ed at the Enpress Casino Joliet, the Enpress Casi no Hammond,
and Harrah's Joliet Casino. Petitioner Mary Carver won $2, 000 on
one occasion, and petitioner Eddie Carver won $1,500 on one
occasion. These amobunts were reported to the Internal Revenue
Service. W accept petitioner Mary Carver’s testinony that their
ganbling | osses exceeded their ganbling wnnings. Petitioners
did not report the ganbling winnings or | osses on their 1996 tax
return. They did not item ze their deductions, and instead
cl aimed the standard deducti on.

Petitioners contend that the ganbling w nnings should not be
included in their incone because they had | osses that exceeded
their wi nnings. Respondent contends that the w nnings nust be
included in petitioners' incone.

G oss incone includes all incone from whatever source

derived, including ganbling winnings. Sec. 61(a); Conm ssioner
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v. Goetzinger, 480 U S. 23, 34 (1987). Ganbling | osses are

deductible only to the extent of the taxpayer's w nnings from
such transactions. Sec. 165(d); sec. 1.165-10, Incone Tax Regs.
Taxpayers not engaged in the trade or busi ness of ganbling nust
report all ganmbling winnings as gross incone and may claim
ganbling | osses only as an item zed deduction to the extent of

the ganbling incone. Md anahan v. United States, 292 F.2d 630,

631-632 (5th Cir. 1961).

We hold that petitioners nmust include the $3,500 of ganbling
Wi nnings in their incone. Petitioners have no other item zed
deductions to add to the $3,500 of ganmbling | osses which were
eligible to be taken as an item zed deduction. Petitioners
benefited fromthe el ection of the standard deduction of $6, 700.
Accordingly, we sustain respondent's determ nation on this issue.

Revi ewed and adopted as the report of the Small Tax Case

Di vi si on.

Deci sion will be entered

under Rul e 155.




