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INDIVIDUALS 

 

In Alioto v. Commissioner, 110 AFTR2d 2012-5431, the Sixth Circuit Court of Appeals 

agreed with the Tax Court that a taxpayer cannot deduct unreimbursed business expenses 

where he still maintains a claim for reimbursement against the employer. 

 

In Notice 2012-69, IRS indicated that it will not take the position that employee 

donations of vacation, sick or personal leave for the benefit of Hurricane Sandy victims 

are taxable; IRS also indicated that an employer will be able to deduct the cash payments 

made to a charity for the foregone leave as “ordinary and necessary” business expenses 

rather than as charitable contributions. 

 

New IRS Form 8958 was released to allow same sex couples and registered domestic 

partners in community property estates to divide community items equally; although IRS 

does not recognize same sex unions pursuant to the Defense of Marriage Act, it defers to 

state law as to ownership and property rights. 

 

 

 

ESTATES 

 

In Estate of Bates v. Commissioner, TC Memo 2012-314, the Tax Court determined that 

an estate could not deduct as a claim or administration expense a settlement payment 

made to the caretaker of the decedent where the caretaker had been named a beneficiary 

under contested documents. 

 

In Action on Decision 2012-004, IRS indicated that it did not agree with the 2012 

decision of the Tax Court in Wandry v. Commissioner, in which the Court held that a gift 

may be made of a fractional interest in an entity by setting forth the dollar value of the 

gift and backing into the number of shares or units subsequently upon valuation or a final 

determination of value by the IRS. 

 

 

 

BUSINESS 

 

In Cavanaugh v. Commissioner, TC Memo 2012-324, the Tax Court denied a deduction 

to a corporation for its contribution to a wrongful death settlement when its founder and 
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sole shareholder vacationed with an employee who had a heart attack after ingesting 

cocaine; the Court reasoned that the conduct did not arise from any profit making 

activity. 

 

In Chief Counsel Notice 201246029, IRS elaborated on an earlier pronouncement 

permitting accrual basis taxpayers to accrue employee bonuses where the total payment 

was known but the individual recipients were not, and stated that an accrual is not 

permitted where employment into the following tax year is required or a potential bonus 

reverts to the employer. 

 

 

 

PROCEDURE 

 

In Stine v. Commissioner, 110 AFTR2d 2012-5383, the Court of Federal Claims backed 

the IRS position that a taxpayer who made a gift of $4 million was liable for penalty on 

late filing of a gift tax return despite health problems including pneumonia, heart 

palpitations, knee replacement surgery and cataract surgery as the health problems were 

not continuous during the pre-filing period and the taxpayer completed other financial 

transactions. 

 

In Estate of Thouron v. United States, 110 AFTR2d 2012-5438, a Pennsylvania Federal 

District Court refused to refund a penalty imposed on an estate of a 99 year old decedent 

whose grandchildren were the sole heirs and obtained improper advice from an attorney 

leading to imposition of a late payment penalty when the return was filed within 15 

months but without a check. 

 

In Karam v. Commissioner, 110 AFTR2d 2012-6540, the Sixth Circuit Court of Appeals 

agreed with the Tax Court that a wife was not entitled to equitable innocent spouse relief, 

balancing the equities and noting that she derived a significant benefit from the 

underpayment of taxes on earnings mostly from her husband’s dental practice in the form 

of tuition for her doctorate and that no hardship to her was created in that she received a 

large settlement in a malpractice action against the accountant for having her participate 

in joint returns. 

 

In Revenue Procedure 2012-43, IRS announced a reduced penalty from $5,000 to $500 

for filing a frivolous tax return where the taxpayer has come into full compliance with 

filing and payment requirements for six years prior to the date of the request for 

reduction. 

 


