
 

Tax Client Alert – July 19, 2017 
Last Thursday the Tax Court issued an important decision in Grecian Magnesite Mining 
v. Commissioner (149 T.C. No. 3) which could have a significant impact on the 
structuring of investments, acquisitions and dispositions by foreign persons in 
partnerships having U.S. operations. This potentially includes investments by foreign 
persons in private equity, hedge and other investment funds through “blocker 
structures”. 

In Grecian Magnesite Mining the Tax Court essentially declined to follow a long-
standing IRS ruling, Rev. Rul. 91-32, and held that gain recognized by a foreign person 
on the sale or exchange of an interest in a partnership that is engaged in a U.S. trade or 
business is not subject to U.S. taxation, except to the extent of any appreciation 
attributable to U.S. real estate, if any. In its decision, which was taken by the full Tax 
Court, the court stated that the IRS’ interpretation of applicable law and regulations, as 
reflected in Rev. Rul. 91-32 and subsequent rulings, was not entitled deference.  

The impact of the ruling will depend on whether the IRS appeals the decision and, if so, 
the outcome of the appeal. However, until reversed or overturned through legislative or 
administrative action, Grecian Magnesite Mining is arguably controlling authority on 
the subject. 

Like the Obama Administration, the Trump Administration may seek to codify Rev. Rul. 
91-32 or attempt to overrule the outcome of the Tax Court decision through 
administrative action. However, it is not clear how this would occur or what the timing 
of such action would be. In the meantime taxpayers and their tax advisors will need to 
take into consideration the impact of the Tax Court’s decision. 
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Attorney advertising.   The material contained in this Client Alert is only a general 
review of the subjects covered and does not constitute legal advice.   No legal or 
business decision should be based on its contents. 
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Please feel free to contact any of the persons listed below if you have any 
questions on this important development: 
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