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IRS Cannot Assess Penalties in Foreign-Owned Corporation Dispute

The U.S. Tax Court held that the IRS cannot assess penalties on a taxpayer with unreported business
interests under Section 6038 because no provision in the code authorizes it. The IRS assessed
penalties against a taxpayer owning foreign corporations for failing to report ownership interest in the
corporations under Section 6038(b). The Tax Court agreed with the taxpayer, holding that Congress
explicitly authorized assessment with respect to penalty provisions in the code but not for Section
6038(b) penalties.

FedEx Wins Over IRS Regulation in Tax Case

FedEx Corporation won a federal district court case in which the company argued that it was blocked
hundreds of millions of dollars in foreign tax credits by an IRS regulation. The U.S. District Court for the
Western District of Tennessee invalidated the IRS regulation forbidding credits for foreign tax credits
paid on certain earnings that were offset by losses. FedEx sought more than $89 million, and the court
granted a partial summary judgment motion over the invalidity of the regulation.

Treasury Proposes Rules for Supervisory Approval of Penalties

The Treasury Department and the IRS released proposed rules on supervisory approval of penalties
assessed by the IRS. The rules detail penalty approval requirements under Section 6751(b). The rules
adopt three rules for timing of supervisory approval: penalties subject to pre-assessment review in the
Tax Court, penalties raised in the Tax Court after a petition and penalties not subject to pre-assessment
review in the Tax Court.

-
'”,;
Al )J
—p—- A -
Christopher C. Scarpa Jin Park
215.564.8106 | cscarpa@stradley.com 212.812.4140 | jpark@stradley.com

www.stradley.com | Pennsylvania | Washington, DC | New York | New Jersey | lllinois | Delaware

This communication is provided as a general informational service to clients and friends of Stradley Ronon Stevens & Young, LLP. It >vv
should not be construed as, and does not constitute, legal advice on any specific matter, nor does this message create an attorney-client m MERITAS®

relationship. The enclosed materials may have been abridged from other sources. They are provided for educational and informational LAW FIRMS WORLDWIDE
purposes for the use of clients and others who may be interested in the subject matter. This material may be considered attorney
advertising in some states. Please note that the prior results discussed in the material do not guarantee similar outcomes.

© 2023 Stradley Ronon Stevens & Young, LLP | A Publication of Stradley Ronon's Tax Practice Group


https://aboutblaw.com/7l3
https://www.bloomberglaw.com/public/desktop/document/FEDEXCORPORATIONandSUBSIDIARIESvUnitedStatesofAmericaDocketNo220c/5?doc_id=X3NAFIP77U9948RN2L3JCF1SRB0
https://public-inspection.federalregister.gov/2023-07232.pdf
https://www.meritas.org/about
https://www.stradley.com/professionals/s/scarpa-christopher-c
mailto:cscarpa%40stradley.com?subject=
https://www.stradley.com/professionals/s/scarpa-christopher-c
https://www.stradley.com/professionals/p/park-jin
mailto:jpark%40stradley.com?subject=
https://www.stradley.com/professionals/p/park-jin

