
This information is provided for general educational purposes only and is not legal or tax advice. Eligibility for a refund depends on 
each taxpayer's specific facts and circumstances. Court decisions and IRS guidance may change after the date of this publication. 
 
 

Potential IRS Penalty and Interest 
Refund Opportunities 

 
Important Deadline: July 10, 2026 

 
A recent court decision may provide certain taxpayers with an opportunity to claim refunds of IRS penalties and related 
interest that were previously assessed and paid. 
 
Background 
In Kwong v. United States, 179 Fed. Cl. 382 (2025), the U.S. Court of Federal Claims considered how the IRS was 
required to apply the disaster-relief provisions of Internal Revenue Code §7508A(d) during the COVID-19 federal disaster 
declaration. 
 
The court held that the statute suspended certain tax-related time periods for a much longer period than the IRS had 
recognized. Specifically, the court concluded that the suspension period began on January 20, 2020, and continued 
through July 10, 2023. The court also rejected portions of the Treasury Regulations that limited the suspension period. 
 
If this interpretation ultimately applies to other taxpayers, some IRS penalties and related interest may have been assessed 
when the statute required the applicable time period to be suspended. 
 
Penalties Potentially Affected 
Depending on the facts of your case, refund claims may be available for penalties and related interest involving: 
 

 Failure-to-File penalties  
 Failure-to-Pay penalties  
 Estimated Tax penalties  
 Accuracy-related penalties  
 Certain information return penalties  
 Other penalties assessed during periods affected by the COVID-19 disaster suspension rules  

 
Eligibility depends on the specific penalty, the assessment date, payment date, and the applicable statute of limitations. 
Not every taxpayer will qualify. 
 
Why a Protective Claim May Be Necessary 
The IRS has not fully accepted the reasoning of the Kwong decision. Additional litigation and guidance may be 
forthcoming. 
 
Because the law remains unsettled, taxpayers may wish to file a protective refund claim. A protective claim preserves 
refund rights while the legal issues continue to be resolved. 
Filing a protective claim does not guarantee a refund. However, failing to file before the statute of limitations expires 
could permanently prevent a taxpayer from obtaining a refund if the courts ultimately rule in favor of taxpayers. 
 
Urgent Deadline – July 10, 2026 
For many taxpayers, July 10, 2026, may be the last day to file a protective refund claim related to penalties and 
interest potentially affected by the Kwong interpretation of §7508A(d). 
 
If you paid IRS penalties or significant interest in recent years, we recommend that you contact our office as soon as 
possible so we can evaluate whether filing a protective claim is appropriate. 


