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INDIVIDUALS 

 

Public Law 112-96, the Middle Class Tax Relief and Job Creation Act, extended the two 

percent reduction in the employee portion of the social security tax as well as in the self-

employment tax through December, 2012. 

 

In Commissioner v. Driscoll, 109 AFTR2d 2012-832, the Eleventh Circuit Court of 

Appeals reversed a divided Tax Court and indicated that the parsonage allowance income 

exclusion applies to a single home. 

 

In Rolfs v. Commissioner, 109 AFTR2d 2012-828, the Seventh Circuit Court of Appeals 

agreed with the Tax Court that the donation of a house to a local fire department has no 

value when a taxpayer intends to demolish the home to facilitate construction; the Court 

indicated that the taxpayer became responsible for a decrease in value to zero by deciding 

to destroy the house and making demolition as a condition of the gift. 

 

In Cohan v. Commissioner, TC Memo 2012-8, the Tax Court disallowed a charitable 

contribution deduction for $2 million where the recipient failed to provide a 

contemporaneous estimate of the value of the consideration received for the donation. 

 

In Erig v. Commissioner, TC Memo 2012-38, an entrepreneur operating from his home 

was denied deductions based on credibility for his dining room table (alleged to be used 

for business meetings) and his fish tank in the foyer (to relax business visitors); the Court 

also refused to abate penalties on the argument that the accountant missed all deadlines 

because she had to serve a “very long prison sentence for murdering her husband ….” 

 

In Kawashima v. Holder, ________ US ________, the United States Supreme Court in a 

6-3 ruling agreed with the Ninth Circuit Court of Appeals that a resident alien can be 

deported for filing a false return; the Court found that the offense was an “aggravated 

felony.” 

 

 

 

RETIREMENT PLANS 

 

In In Re:  Clark, 109 AFTR2d 2012-405, a Wisconsin Federal District Court reversed a 

Bankruptcy Court and created unanimity on the holding that an inherited IRA enjoys the 

bankruptcy exemption of other IRAs. 
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In Revenue Ruling 2012-4, IRS determined that qualified defined benefit plans that 

accept direct rollovers from defined contribution plans of the same employer may convert 

the rollover amount into an actuarially equivalent annuity. 

 

 

 

ESTATES 

 

In Estate of Stone v. Commissioner, TC Memo 2012-48, the Tax Court determined that 

bona fide non-tax reasons existed for the transfer of property into a family limited 

partnership (to have woodland parcels held and managed as family assets) and did not 

allow the IRS to consider the full value of the property in a decedent’s estate. 

 

In Marshall Naify Revocable Trust v. United States, 209 AFTR2d 2012-969, the Ninth 

Circuit Court of Appeals agreed with a California Federal District Court that an estate 

could only deduct the $27 million ultimately paid to settle a California income tax claim 

post-death rather than the amount asserted which was computed under a formula which 

quantified the exposure and the chances of success or failure. 

 

In Notice 2012-21, IRS granted a six-month extension of time to elect portability on 

estates where the decedent died in the first six months of 2011, effectively giving 15 

months to file the Form 706 with the extension Form 4768 filed at the same time. 

 

In Chief Counsel Advice 2012208026, IRS stated that an inability to enforce a 

“Crummey” withdrawal right due to an “in terrorem” clause voids the present interest in 

the gift. 

 

 

 

BUSINESS 

 

In David E. Watson, PC v. United States, 109 AFTR2d ________, the Eighth Circuit 

Court of Appeals agreed with an Iowa Federal District Court that $24,000 was not 

reasonable compensation to a CPA from his controlled corporation and adjusted the 

amounts subject to social security and medicare by an additional $67,000 through treating 

a portion of dividends as additional compensation. 

 

In Tarpoff v. United States, 108 AFTR2d 2012-474, an Illinois judge refused to throw out 

a jury’s finding that an employee with signature authority over a bank account who wrote 

or signed over 1,800 checks was not a responsible person; the employee testified that he 

only signed checks with the owner’s approval and that he was not even an officer or 

manager (he lost money himself by covering a company check). 
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PROCEDURE 

 

In Freeman v. United States, 109 AFTR2d 2012-723, a Pennsylvania Federal District 

Court determined that an estate did not have reasonable cause for late filing of an estate 

tax return three years after the deadline although the attorney had serious physical and 

mental ailments. 

 

In Rossman v. United States, 109 AFTR2d ________, the US Court of Federal Claims 

denied refund of a late filing penalty on an estate tax return after the Personal 

Representative received three extensions and a fourth extension was denied. 

 

 

 

 

 

 


