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INDIVIDUALS 

 

In Daly v. Commissioner, TC Memo 2013-147, a civilian worker in Afghanistan and Iraq failed 

to convince the Tax Court that he was a bona fide foreign resident; aside from the fact that he 

spent time during the years in question in other countries and back in the United States, he was 

not even allowed to leave the military bases in Afghanistan and Iraq. 

 

In Faylor v. Commissioner, TC Memo 2013-143, the Tax Court refused to accept an argument 

that negotiations between attorneys for a husband and wife constituted a “meeting of the minds” 

to permit deductible alimony despite the absence of a written agreement (the Court did not 

impose the accuracy penalty though).  

 

In Graev v. Commissioner, 140 TC No. 17, the Tax Court determined that a taxpayer was not 

entitled to a charitable deduction where his contribution was contingent through a side letter on 

IRS allowing the deduction and providing that the property be returned if the deduction were not 

allowed. 

 

In VIP’s Industries v. Commissioner, TC Memo 2013-157, IRS denied like kind treatment in the 

exchange of a leasehold with 21 1/3 years remaining for two properties in fee simple; 

Regulations require a 30-year lease period for like kind treatment. 

 

 

 

RETIREMENT PLANS 

 

In Daley v. Mostoller, 112 AFTR2d ________, the Sixth Circuit Court of Appeals reversed a 

Tennessee Federal District Court and determined that the typical cross-collateralization 

agreement of a financial institution does not cause an IRA thereunder to lose its protective status 

in a bankruptcy proceeding and that only a prohibited extension of credit as a result might 

disqualify the IRA. 

 

 

 

ESTATES 

 

In United States v. Windsor, 111 AFTR2d ________, the US Supreme Court found the Defense 

of Marriage Act to be unconstitutional in affirming a Second Circuit Court of Appeals decision 

that the estate tax marital deduction applies to same sex spouses; the decision affects not only 



estate taxes but also income taxes and pension laws (issues remain regarding the treatment of 

such couples if they become domiciled in a state not recognizing same sex marriages). 

 

In Revenue Ruling 2013-14, IRS determined that Mexican land trusts, allowing Americans to 

hold equitable title to residential real estate in restricted areas of Mexico where a bank holds 

nominal legal title with de minimis responsibilities, is not a true trust and is to be disregarded. 

 

 

 

BUSINESS 

 

In Wells Fargo & Company v. United States, 111 AFTR2d 2013-2198, a Minnesota Federal 

District Court disagreed with an earlier decision by the First Circuit Court of Appeals and found 

that tax accrual work papers are partially protected from subpoena as work product and subject 

to attorney-client privilege.   

 

In Welle v. Commissioner, 140 TC No. 19, the Tax Court stated that foregone profit on work 

done at cost by a corporation for its owner does not give rise to a constructive dividend. 

 

In Mingo v. Commissioner, TC Memo 2013-149, the Tax Court determined that a disposition of 

a partnership interest may not be reported on an installment sale to the extent of proceeds 

attributable to “unrealized receivables.” 

 

In Elick v. Commissioner, TC Memo 2013-139, the Tax Court denied a sole proprietor dental 

practice a deduction for a management fee paid to a controlled corporation where there was no 

indication that the corporation had actually performed any services for the fees. 

 

In Bogue v. Commissioner, 111 AFTR2d 2013-779, the Third Circuit Court of Appeals agreed 

with the Tax Court that an independent contractor renovator could not claim deductions for 

automobile expenses between his residence and various worksites because he did not fall within 

any of the three exceptions of temporary work location outside of the metropolitan area, one or 

more regular work locations away from the residence or an office in home that is used 

exclusively and regularly. 

 

In Revenue Procedure 2013-32, IRS indicated that it will no longer provide advance rulings on 

corporate reorganizations due to limited resources and will rule only if there are one or more 

significant issues related to the proposed transaction. 

 

In Chief Council Advice 20132022, IRS stated that a trust fund recovery penalty can be imposed 

against a responsible person where no employment taxes were withheld from a worker’s wages if 

there is a willful failure to collect taxes; IRS concluded that willfulness would be extremely 

difficult to establish where a closing agreement exists to apply the lower calculation of 

employment taxes which is available when reasonable causes exists. 

 

 

 



PROCEDURE 

 

In Brooks v. Commissioner, TC Memo 2013-141, the Tax Court sustained an accuracy penalty 

on an IRS revenue agent who improperly claimed an adult son and grandchild as a dependent 

and was unable to substantiate over $8,600 of charitable contributions over a two year period as 

well as a casualty loss deduction for alleged smoke damage caused by a fire. 

 

In Guaquinto v. Commissioner, TC Memo 2013-150, a taxpayer charged with the Trust Fund 

Recovery Penalty was not allowed to raise substantive issues in a CDP hearing because he was 

treated as having “actually received” the notice of intent to assess but he deliberately did not 

claim the certified mail. 

 

In Action on Decision 2013-007, IRS announced its acquiescence in Wilson v. Commissioner, 

TC Memo 2010-134, in which the Tax Court sustained by the Ninth Circuit Court of Appeals 

determined that it may review an equitable relief innocent spouse case independently, without an 

“abuse of discretion” standard and without being limited to the administrative record. 

 

Internal Revenue Service Manual 5.1.27 has been revised to create relief for taxpayers who have 

been the victim of preparer fraud and have filed Form 14157-A setting forth the misconduct. 

 

 

 
 


