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 IRS Moves To End Many Automatic 

Extensions For Information Returns  
    TD 9730, NPRM REG-132075-14   

  To curb identity theft, fi nal and temporary regs remove the automatic extension of time to 

fi le most forms in the W-2 series. Taxpayers will be allowed only a one-time 30 day non-

automatic extension. Further, the IRS issued proposed regs to remove automatic extensions 

for many information returns outside the Form W-2 series. 

   Take Away.  “By removing the automatic extension of time to fi le most W-2s, it 

becomes more diffi  cult for those with ill intent to defraud the government,” Cindy 

Hockenberry, EA, director, Education and Research Services, National Associa-

tion of Tax Professionals (NATP), told Wolters Kluwer. “Having the ability to fi le 

a Form W-2 late into the fi ling season just provides too much time for criminals 

to create false returns and collect refunds that don’t belong to them. Each step in 

the process the IRS takes in the fi ght against identity theft is one step closer to 

eliminating it altogether.” 

  Background 

 Under current regs, taxpayers may request an automatic 30-day extension of time to fi le 

information returns on forms in the W-2 series, by timely submitting Form 8809, Appli-

cation for Extension of Time to File Information Returns. Moreover, an additional, non-

automatic 30-day extension may be requested. 

 Criminals, the IRS explained, typically engage in stolen-identity tax refund fraud early 

in the fi ling season. Th e agency cannot verify the wage and other information reported on 

returns fi led before April 15th, in part because it does not receive the information returns 

reporting this information until later in the fi ling season. 

   Comment.  For example, electronically-fi led information returns are generally due by 

March 31 of the calendar year following the calendar year for which the information 

is reported. An extension of time to fi le under may extend the due date until the end 

of April or, if a non-automatic extension is also granted, the end of May. 

  Forms W-2 series 

 Eff ective for the 2017 fi ling season, there will be no automatic extensions of time to fi le 

forms in the Form W-2 series, except for Form W-2G, the IRS announced. Filers may re-

quest a single 30-day non-automatic extension of time to fi le information returns on forms 

in the W-2 series (except Form W-2G) due in 2017. Th e IRS cautioned that it expects to 

grant few non-automatic extensions. 

   Comment.  Generally, a fi ler will need to show extraordinary circumstances or catas-

trophe, such as a natural disaster or fi re destroying the books and records a fi ler needs 

for fi ling the information returns, the IRS explained. 
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  Proposed regs 

 Th e proposed regs would remove the au-

tomatic 30-day extension of time to fi le 

many other information returns. Includ-

ed in the proposed regs are Forms W-2G, 

1042-S, 1094-C, 1095-B, 1095-C, 1097 

series, 1098 series, 1099 series, 3921, 

3922, 5498 series, and 8027. Th e pro-

posed regs would allow fi lers to request 

only a single 30-day extension of time 

to fi le these information returns. Th e re-

quest would be made on Form 8809 and 

require an explanation of the reasons for 

seeking an extension. 

 Th e proposed regs would apply to re-

quests for extensions of time to fi le infor-

mation returns due on or after January 1 

of the calendar year immediately following 

the date the regs are fi nalized. However, re-

moval of the automatic 30-day extension 

of time to fi le will not apply to information 

returns (other than forms in the W-2 series 

except Forms W-2G) due any earlier than 

January 1, 2018, the IRS added. 

   Comment.  “This pending elimi-

nation of the automatic 30-day 

extension for fi ling informational 

returns (W-2, 1099, 1095, 5498, 

3921, 3922, 1042-S, etc.) is another 

strike to the reporting community 

that often relies on that extension 

(through an unsigned Form 8809) 

to give them much needed time to 

prepare accurate information returns 

and help avoid the now increased re-

porting penalties,” Elizabeth Th omas 

Dold, principal, Th e Groom Law 

Group Chartered, Washington, 

D.C., told Wolters Kluwer. 

      References:  FED ¶¶47,027 ,  49,659 ;  

TRC FILEBUS: 15,104.25 .   

 Post-Breach Identity Theft Protection Services Excluded From 

Income 

    Ann. 2015-22   

  Post-data breach identity theft protection 

services will be excluded from recipients’ 

gross incomes, the IRS has announced. 

Th is treatment, however, does not extend 

to cases where an identity theft victim re-

ceives cash in lieu of identity protection 

services or proceeds under an identity theft 

insurance policy. 

   Take Away.  The IRS reported on 

August 17 that the May 2015 breach 

of its Get Transcript app was larger 

than originally believed. Accord-

ing to the IRS, as many as 220,000 

more taxpayers may have had their 

information compromised or stolen.  

  Background 

 Criminals can steal taxpayers’ identities 

in a variety of ways. One method is to 

breach the security protocols of business, 

associations, governments, and other or-

ganizations. In response, organizations 

typically provide identity protection 

services to aff ected individuals. Th ese 

include credit reporting and monitoring 

services, identity theft insurance policies, 

identity restoration services, and/or oth-

er similar services. Th e IRS reported that 

questions have arisen about the taxabil-

ity of identity protection services after a 

data breach.      

  Services 

 Th e IRS explained that it will not assert 

that an individual whose personal infor-

mation may have been compromised in a 

data breach must include in gross income 

the value of identity protection services 

provided by the organization that expe-

rienced the breach. Further, the IRS will 

not assert that an employer providing 

identity protection services to employees 

whose personal information may have 

been compromised in a data breach of 

the employer's (or employer's agent or 

service provider's) recordkeeping sys-

tem must include the value of the iden-

tity protection services in the employees' 

gross income and wages. Th ese amounts 

need not be reported on an information 

return (for example, Form W-2 or Form 

1099-MISC) fi led with respect to the af-

fected individual. 

 Exceptions 

 Th e IRS carved some exceptions. Cash 

received in lieu of identity protection ser-

vices is excluded as are proceeds received 

under an identity theft insurance policy. 

Identity protection services received for 

reasons other than as a result of a data 

breach, such as identity protection ser-

vices received in connection with an em-

ployee's compensation benefi t package, 

are also excluded. 

   Comment.  Th e IRS requested com-

ments on whether organizations 

commonly provide identity pro-

tection services in situations other 

than as a result of a data breach, 

and whether more guidance would 

be helpful. 

    References:  FED ¶46,381 ;  TRC INDIV: 6,368 .       
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 IRS Issues Revised Procedures For Requesting Competent 

Authority Assistance 

 IRS Updates Procedures For U.S. 

Taxpayers To Obtain APAs  

    Rev. Proc. 2015-40, Procedures for 

Requesting Competent Authority Assistance 

under Tax Treaties   

  Th e IRS has issued new procedures for 

U.S. taxpayers to request assistance from 

the U.S. Competent Authority (USCA) to 

address double taxation and other issues of 

tax treatment under U.S. tax treaties with 

other countries. Rev. Proc. 2015-40 up-

dates and supersedes Rev. Proc. 2006-54. 

At the same time, the IRS is issuing updat-

ed procedures for taxpayers to request ad-

vance pricing agreements under the trans-

fer pricing rules.  (See the separate article in 
this newsletter on Rev. Proc. 2015-41.)  

   Take Away.  U.S. tax treaties permit 

taxpayers to request assistance from 

the USCA when they believe that ac-

tions of the U.S., the treaty country, 

or both will result in double taxation 

or other tax treatment contrary to 

the treaty provisions. Each country 

has competent authority officials 

who are designated under the trea-

ties to consult with each other and to 

attempt to resolve taxpayer concerns 

by reaching agreement through 

the mutual agreement procedures 

(MAP) of a tax treaty. For example, 

if a foreign country attempts to 

adjust a U.S. taxpayer’s liability, 

taxpayers may request assistance 

from the USCA. 

    Comment.  Th e new procedures gen-

erally apply to competent authority 

requests submitted on or after Octo-

ber 30, 2015. 

  Background 

 Th e USCA is part of the Large Business 

and International (LB&I) Division. Th e 

USCA takes action under the Advance 

Pricing and Mutual Agreement (APMA) 

Program and the Treating Assistance and 

Interpretation Team (TIAT).  

 APMA primarily handles transfer pric-

ing issues and other cases arising under the 

business profi ts and associated enterprises 

articles of tax treaties, while TIAT address-

es issues under all other articles of U.S. tax 

treaties. Each offi  ce can handle issues aris-

ing under the permanent establishment ar-

ticles. Other issues can include limitation 

on benefi t (LOB) provisions,  

 Th e USCA has authority to apply the 

provisions of U.S. tax treaties, consistent 

with U.S. treaty obligations, while pre-

venting fi scal evasion and protecting the 

tax bases of the U.S. and its treaty partners. 

Under the MAP, taxpayers may request 

USCA assistance if they believe they would 

be improperly taxed because of a U.S. or 

foreign exam adjustment, or by other ac-

tions (such as tax withholding). 

 Revisions 

 Th e IRS fi rst proposed to update the 

USCA procedures in Notice 2013-78. Rev. 

Proc. 2015-40 includes the following revi-

sions to the Notice: 

   The requirements for pre-filing pro-

cedures will only apply to taxpayer-

initiated positions. 

   Taxpayers will not be required to expand 

the scope of a USA request as a condition of 

receiving assistance. However, the USCA 

may consult with taxpayers on additional 

issues that may arise, such as the determi-

nation of foreign tax credits or repatriation 

payments, before providing assistance. 

   Additional guidance is provided for 

requesting discretionary LOB determi-

nations. Furthermore, user fees for these 

requests will increase from $27,500 to 

$37,000. However, no user fee is gener-

ally charged for USCA assistance. 

   Th e procedures clarify the reasons for 

the USCA to decline to accept a com-

petent authority request or to cease 

providing assistance.   

   References:  FED ¶46,378 ;

  TRC INTL: 15,306.05 .       

    Rev. Proc. 2015-41, Procedures for Advance 

Pricing Agreements   

  Th e IRS has updated and reissued its proce-

dures or U.S. taxpayers to request and ob-

tain an advance pricing agreement (APA) 

from the IRS. Th e guidance also discusses 

the requirements for administering APAs 

that have been executed. At the same time, 

the IRS is issuing revised procedures for 

U.S. taxpayers to request the assistance 

from the U.S. Competent Authority (CA) 

to obtain relief from double taxation under 

U.S. tax treaties with other jurisdictions. 

 (See separate article in this newsletter on Rev. 
Proc. 2015-40.)  

   Take Away.  APAs are negotiated with 

the IRS’s Offi  ce of Advance Pricing 

and Mutual Agreement (APMA), 

which is part of Competent Au-

thority, under the Large Business 

and International (LB&I) Division. 

Th e Deputy Commissioner (inter-

national) serves as the CA. Under 

the transfer pricing rules of Code 

Sec. 482, the IRS can challenge the 

prices charged by U.S. taxpayers that 

attempt to shift income to related 

entities in foreign countries. Instead 

of each side taking its chances, the 

IRS and the taxpayer may enter into 

an APA, a contract that binds them to 

use the transfer prices they negotiate. 

  Background 

 Th e APA program is a voluntary process 

where taxpayers and the IRS may resolve 

transfer pricing issues on a prospective 

basis. Th e issues to be covered by an APA 

include issues under Code Sec. 482, and 

other issues that may depend on transfer 

pricing principles. Th e latter include Code 

continued on page 396
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Sec. 367(d) transfers of intangible property 

to a related party; income and associated 

enterprise portions of U.S. tax treaties; and 

eff ectively connected income relating to a 

trade or business with the U.S.  

 According to the IRS, the process gives 

taxpayers greater certainty regarding cov-

ered issues. Th e program is designed to 

address ongoing issues or issues that have 

already arisen. Th e process is not available 

for hypothetical transactions.   

 Revisions 

 Th e IRS described the principal changes from 

the notice to the fi nal revenue procedure: 

   APMA may require that an APA request 

be expanded to cover related matters 

(e.g. related issues from the same year; 

same issues in other years; cover issues or 

same issues as applied to other countries). 

APMA will only do this to facilitate 

principled, eff ective and effi  cient tax ad-

 Foreign Tax Credits Untimely Under Pre- and Post-Amended 

Statute, Federal Circuit Affi rms 

ministration, and only after considering 

the views of the taxpayer and the foreign 

competent authority. 

   In the interest of effi  cient tax administra-

tion, rollback years (one or more years 

prior to the years for which the APA is 

requested) may be formally covered by 

the APA. In some cases, APMA will re-

quire a rollback year; in other cases, the 

taxpayer may request a rollback. 

   Rev. Proc. 2015-41 provides expanded 

guidance on when an APA request is 

complete. 

   Th e appendix continues to spell out the 

requirements for APA requests, with 

some refi nements, but the same general 

requirements. 

   Taxpayers must execute any needed con-

sents to extend the statute of limitations 

for each year of the APA. When an APA 

request is fi led, the remaining period of 

limitations must be at least two years. 

   User fees are increased; the total fees may 

be reduced for multiple APAs requested 

by the same controlled group within 60-

day period. User fees for new requests are 

APAs
Continued from page 395

    Albemarle Corp., CA-Fed, August 13, 2015   

  Th e Court of Appeals for the Federal Cir-

cuit has found that a taxpayer’s claims for 

foreign tax credits were untimely under 

both the pre-1997 and post-1997 provi-

sions of Code Sec. 6511(d)(3)(A). Th e 

court affi  rmed the Federal Claims Court. 

   Take Away.  Congress provided a 10-

year limitations period for filing a 

refund claim for foreign taxes, as op-

posed to three years for fi ling a claim 

for domestic taxes, out of concern that 

a taxpayer may be barred from asserting 

a claim if foreign governments adjust 

the foreign tax liabilities after the initial 

three-year period, the court noted. 

  Background 

 Th e taxpayer’s subsidiary in Belgium issued 

debentures to its parent. No withholding tax-

es in Belgium were paid because the subsid-

iary treated the payments as tax-exempt. Th e 

Belgian government disagreed. Eventually, 

the taxpayer and the Belgium government 

agreed on a 15 percent withholding tax on 

all interest paid (from 1997 through 2001). 

 Th e taxpayer fi led an amended con-

solidated return claiming a $1.4 million 

refund in foreign tax credits attributable to 

the payments made in Belgium. Th e IRS 

disallowed refund claims for certain years. 

 Court’s analysis 

 Th e Federal Circuit fi rst found that the stat-

ute had been amended in 1997. Before the 

1997 amendment, the 10-year limitations 

period ran from the date prescribed by law 

for fi ling the return for the year with re-

spect to which the claim is made. Th e 1997 

amendment changed the language to read 

10 years from the date prescribed by law for 

fi ling the return for the year in which the 

taxes were actually paid or accrued. 

 Looking at legislative history, the court 

found that the change was intended to clar-

ify that the limitations period would be de-

termined by reference to the year in which 

the foreign taxes were paid or accrued. 

Nothing in the background of the amend-

ment would suggest, the court found, that 

Congress intended for the amendment to 

change the long-standing rule under which 

the limitations period had been calculated. 

Th e court agreed with the IRS’s argument 

that a contested foreign tax actually accrues 

in its year of origin and would be counted 

instead toward the credit limitation for the 

year of origin of the tax. 

 Th e court concluded that the 10-year 

limitations period for fi ling a refund claim 

for Albemarle’s 1998 Belgian withholding 

taxes started to run in 1999. Additional-

ly, the refund claim for the 1997 Belgian 

withholding taxes was time-barred under 

the pre-1997 version of the statute. 

   References:  2015-2  USTC  ¶50,432 ;

  TRC IRS: 36,106 .       

$60,000; for renewing APAs that are not 

substantially expanded, $35,000; and 

$30,000 for small APA requests (“ab-

breviated requests”) approved by APMA.   

 Other aspects 

 APMA expressed a preference for bilat-

eral and multilateral APAs, over unilateral 

APAs. In a bilateral APA, the issues and 

methods are premised on resolution be-

tween the U.S. and a foreign competent 

authority. Taxpayers must explain in a pre-

fi ling memorandum while a unilateral APA 

is appropriate. In fact, APMA is available 

for informal consultations with taxpayers 

in or outside of the APA process. 

 Rev. Proc. 2015-41 applies to all APA re-

quests made under the revenue procedure. 

Requests fi led after August 31, 2015 may be 

fi led under Rev. Proc. 2006-9 if the applica-

tion is completed by December 29, 2015. 

   Comment.  APAs are considered re-

turn information and therefore are 

confi dential. 

    References:  FED ¶46,379 ;  TRC INTL: 15,210 .       
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 IRS Finalizes CRT Basis Rules Intended To Curb Tax Avoidance 

 IRS Failed To Fully Consider Taxpayer’s Collection 
Alternative, Tax Court Finds 

 An IRS Settlement Offi  cer (SO) should have considered a taxpayer’s collection 

alternative, the Tax Court has found. Th e taxpayer - an attorney who worked on a 

contingent fee basis – attempted to explain fl uctuations in his income but was denied 

the opportunity to do so, the court held. 

   Background.   Th e taxpayer requested a collection due process (CDP) hearing. 

Th e SO asked the taxpayer to submit his 2011 return and other documents. Th e 

taxpayer did not submit the documents timely. Instead, he brought the documents 

to the IRS on the day of the CDP hearing. However, the SO was unavailable on the 

day of the hearing. Th e SO subsequently determined, after telephone conversations 

with the taxpayer’s representative, that the taxpayer did not meet the requirements 

for an installment agreement or off er-in-compromise. 

   Court’s analysis.   Th e court found that the SO failed to adequately consider 

the taxpayer’s variable income, generated by his taking of personal injury cases on 

a contingent fee basis. Moreover, the SO failed to reschedule the CDP hearing, 

which would have given the taxpayer the opportunity to fully explain his variable 

income and collection alternative. Th e taxpayer had relevant and nonfrivolous 

reasons for disagreeing with the collection action. Th e court remanded the case 

to the IRS. 

   Charnas, TC Memo. 2015-153;  Dec. 60,375(M) ;  TRC IRS: 24,054 .       

    TD 9729   

  Final regs provide rules for determining a 

taxable benefi ciary’s basis in a term inter-

est in a charitable remainder trust (CRT) 

upon the sale or other disposition of all in-

terests to the extent that basis consists of a 

share of adjusted uniform basis. Th e fi nal 

regs track proposed regs issued in 2014, 

which refl ected the designation of these 

transactions as “transactions of interest” in 

Notice 2008-99. 

   Take Away.  Th e fi nal regs, the IRS 

explained, do not aff ect the CRT's 

basis in its assets but rather are for 

the purpose of determining a taxable 

benefi ciary's gain. 

  Background 

 In Notice 2008-99, the IRS identifi ed cer-

tain CRT transactions as transactions of 

interest. Th e IRS explained that the CRT 

grantor would contribute assets to the 

CRT. Th e grantor would claim a charitable 

donation deduction for the portion of the 

fair market value (FMV) of the assets at-

tributable to the charitable remainder in-

terest. Th e FMV, the IRS observed, gener-

ally would exceed the grantor’s cost basis 

in the assets. 

 Th e CRT would subsequently sell or 

liquidate the contributed assets. Th e CRT 

is exempt from taxation on any gain. Th e 

taxable benefi ciary also would not recog-

nize the gain. 

 Sometime later, the CRT would rein-

vest the proceeds in other assets, often 

a portfolio of marketable securities, with 

a basis equal to the portfolio’s cost. Th e 

taxable benefi ciary and charity subse-

quently sell all of their respective inter-

ests in the CRT to a third party. Accord-

ing to the IRS, the taxable benefi ciary 

would take the position that the entire 

interest in the CRT was sold. Th erefore, 

gain would be computed by taking into 

account the portion of the uniform basis 

allocable to the term interest; and this 

uniform basis is derived from the basis 

of the new assets acquired by the CRT 

rather than the grantor’s basis in the as-

sets contributed to the CRT. 

 Proposed regs 

 Under the proposed regs, the basis of a term 

interest of a taxable benefi ciary would be 

the portion of the adjusted uniform basis 

assignable to that interest reduced by the 

sum of certain amounts assignable to that 

interest. Th ose amounts are the amount of 

undistributed net ordinary income under 

Code Sec. 664(b)(1) and the amount of 

undistributed net capital gain under Code 

Sec. 664(b)(2). 

 Final regs 

 Th e fi nal regs make no modifi cations to the 

proposed regs. Th e proposed regs were lim-

ited to charitable remainder annuity trusts 

and charitable remainder unitrusts. Th e 

IRS requested comments on whether the 

proposed regs should cover other types of 

tax-exempt trusts but reported it received 

no comments from stakeholders. 

 Additionally, the IRS explained that 

transactions that are the same as, or sub-

stantially similar to, transactions described 

in Notice 2008-99 are no longer consid-

ered transactions of interest, eff ective for 

transactions entered into on or after Janu-

ary 16, 2014. However, this designation 

continues for transactions entered into be-

fore January 16, 2014, and to transactions 

entered into on or after January 16, 2014, 

under a binding commitment entered into 

before January 16, 2014. 

 Effective date 

 Th e fi nal regs apply to sales and other 

dispositions of interests in CRTs occur-

ring on or after January 16, 2014. Th e 

regs carve out an exception for sales or 

dispositions occurring under a binding 

commitment entered into before January 

16, 2014. Th e IRS cautioned that the fact 

that a sale or disposition occurred, or a 

binding commitment to complete a sale 

or disposition was entered into, before 

January 16, 2014, does not prevent the 

IRS from applying legal arguments avail-

able before issuance of the fi nal regs to 

contest the claimed tax treatment. 

   References:  FED ¶47,026 ;

  TRC ESTGIFT: 45,208 .       
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 Captive Insurer Arrangement Does Not Provide Insurance; 

Insurer Cannot Deduct Liabilities Until Claims Are Paid 

 IRS Clarifi es Fuel Excise Tax Liability And 

Credit Determinations For 2014 

    CCA 201533011   

  IRS Chief Counsel has concluded that a 

so-called health insurance arrangement 

with a captive insurance company does not 

provide insurance because the “insured” 

losses were certain to occur, and there was 

no shifting of risk to the insurer. Accord-

ingly, the insurer was not entitle to deduct 

any insurance reserves and could not de-

duct its liabilities from insurance claims 

until those claims are paid. 

   Take Away.  In a captive insurance 

arrangement, there is no insurance 

unless there is an insurance risk; 

there is shifting and distribution of 

that risk; and there is insurance in its 

commonly accepted sense. Here, the 

arrangement was designed to enable 

the insurer to take accelerated deduc-

tions for insuring health risks, but in 

fact there was no risk, because the 

losses were claims that were certain 

to occur, and there was no shifting 

of risk. Furthermore, the risk being 

shifted was an investment risk, not 

an insurance risk. 

  Background 

 Six (entities) and a C corporation (the 

administrator) entered into identical 10-

year excess loss policies with the taxpayer, 

a licensed captive insurance company. 

Th e entities, the administrator, and the 

taxpayer are all owed by the same indi-

vidual. Th e taxpayer issued 10-year excess 

loss policies to the entities. Th e entities 

pay a set premium over the 10-year pe-

riod, provide for a maximum limit on li-

ability, and identify the expected amount 

of losses. Each policy covered a portion 

of the entities’ costs once they exceeded 

a specifi ed amount; however, this amount 

was not identifi ed when the policies were 

fi rst issued. Th e insurance company’s li-

ability was capped at 150 percent of pre-

miums (later raised to 170 percent). Each 

entity claimed a deduction for premiums 

paid to the taxpayer. 

 Chief Counsel’s analysis 

 Chief Counsel determined that the policies 

did not provide insurance. As a result, the 

taxpayer accrued income from the premi-

ums when they were due or paid (whichev-

er was fi rst), but does not accrue liabilities 

from claims until those claims are paid. 

 Chief Counsel concluded that the poli-

cies eff ectively shifted no risk of economic 

loss because the taxpayer could expect to 

pay 170 percent of the premiums. Th ere 

was no shifting of risk because the losses 

were certain to occur. In fact, the losses had 

partially occurred by the time the policies 

were executed.  

 Th e arrangement resembled Rev. Rul. 

89-96, where the amount of the insured 

loss was already known, and Rev. Rul. 

2007-47. In the latter, Chief Counsel con-

cluded that the risk assumed by the taxpay-

er was an investment risk and that the pre-

miums merely pre-funded future expenses. 

   Reference:  TRC BUSEXP: 18,200 .       

    Notice 2015-56   

  Th e IRS has issued guidance to clarify 

the determination of excise taxes and 

credits for biodiesel fuel (including re-

newable diesel) and alternative fuel for 

2014. Generally, a taxpayer must reduce 

its income tax deduction or cost of goods 

sold (COGS) deduction for each calen-

dar quarter of 2014 by the credit amount 

for fuel sold or used during the same cal-

endar quarter. 

   Take Away.  While the excise tax liabili-

ties are ongoing, the credits that can be 

claimed against a taxpayer’s excise tax 

liabilities initially expired at the end of 

2013. Congress retroactively reinstated 

the fuel credits for 2014 in the Tax 

Increase Prevention Act of 2014. After 

the legislation was enacted, the IRS 

provided guidance in Notice 2015-3 

on procedures for making a one-time 

claim of credits and payments of excise 

taxes for fuel used in 2014. 

  Background 

 Under Code Sec. 4081, taxpayers owe an 

excise tax for the gallons of biodiesel fuel 

used to produce any biodiesel mixture 

for sale or use in the taxpayer’s claim or 

business. However, the tax code provides 

a credit against Code Sec. 4081 liability 

equal to $1.00 times the number of gallons 

of biodiesel used. 

 Under Sec. 4041, taxpayers owe an ex-

cise tax for the amount of alternative fuel 

or a nonliquid alternative fuel sold for use 

in a motor vehicle or motorboat, for use 

in aviation, or used by the claimant itself. 

Th ere is also a credit of 50 cents times by 

the number of gallons or gasoline gallon 

equivalents sold. 

 Any excess credit for either fuel may 

be claimed as a payment or refundable in-

come tax credit. 

 2014 fuel credits 

 In Notice 2015-56, the IRS indicated that 

a claimant must reduce its excise tax liabili-

ties under Code Sec. 4081 or 4041 for each 

calendar quarter in 2014 by the credit for 

fuel sold or used during that calendar quar-

ter. If the claimant has any remaining ex-

cise tax liability for either tax, the claimant 

is entitled to a federal income tax deduc-

tion or COGS deduction for that amount 

of the remaining liability, for 2014. Th ese 

rules apply to both calendar year and fi scal 

year taxpayers. 

   Reference:  TRC EXCISE: 24,310 .       
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TAX BRIEFS
  Internal Revenue Service  

 For pension plan years beginning in Au-

gust 2015, the IRS has released the 30-year 

Treasury bond weighted average interest 

rate, the unadjusted segment rates, High-

way and Transportation Funding Act of 

2015 ( P.L. 113-159 ) adjusted rates, the 

MAP-21 adjusted rates and the minimum 

present value segment rates. 

 Notice 2015-55,  FED ¶46,376 ; 

 TRC RETIRE: 15,304.10  

 Th e IRS has corrected a procedure that 

provided the specifi cations for the private 

printing of red-ink substitutes for the 2015 

revisions of information returns, preparing 

acceptable substitutes of the offi  cial forms, 

and using offi  cial or acceptable substitute 

forms to furnish information to recipients. 

 Rev. Proc. 2015-35 , I.R.B. 2015-26, 1142, 

is modifi ed. 

 Announcement 2015-18,  FED ¶46,382 ; 

 TRC FILEBUS: 12,052.10  

  Disaster Relief  

 Victims of severe storms, straight-line winds 

and fl ooding that began on May 8, 2015, in 

the Pine Ridge Indian Reservation located 

in South Dakota may qualify for tax relief 

from the IRS. Th e IRS has postponed until 

August 31, 2015, certain deadlines for tax-

payers who reside or have a business in the 

disaster area.  

 Pine Ridge Indian Reservation Disaster Relief 

Notice (DEN-2015-44),  FED ¶46,380 ;

  TRC FILEIND: 15,204.25  

 Victims of severe storms, tornadoes, straight-

line winds, fl ooding, landslides and mud-

slides that took place beginning on July 11, 

2015 in parts of Kentucky may qualify for 

tax relief from the IRS. Th e IRS has post-

poned until November 2, 2015, certain 

deadlines for taxpayers who reside or have a 

business in the disaster area.  

 Kentucky Disaster Relief Notice (KY-2015-13), 

 FED ¶46,383 ;  TRC FILEIND: 15,204.25  

  Summonses  

 An individual’s petition to quash a third-

party summons was dismissed for lack of 

subject matter jurisdiction. Th e individual 

failed to comply with the fi ling and notice 

requirements in  Code Sec. 7609(b)(2)  and, 

therefore, the government’s sovereign im-

munity was not waived.  

 Maehr, DC Colo.,  2015-2  USTC  ¶50,428 ;

  TRC IRS: 21,106  

  Income  

 A married couple had unreported in-

come and were denied deductions in ex-

cess of those already allowed. Th e couple 

failed to keep adequate books and records 

and, therefore, failed to substantiate their 

claimed interest and car and truck expenses. 

 Ocampo, Jr., TC, CCH  Dec. 60,372(M) ,

 FED ¶48,082(M);  TRC INDIV: 63,102.25  

 A married individual fi ling separately, who 

received compensation for his services from 

an LLC, as well as income from partner-

ship distributions, mileage and travel reim-

bursements, and gambling winnings, was 

required to fi le returns and was liable for 

defi ciencies for the tax years at issue. Th e 

taxpayer’s argument that the substitutes for 

return prepared contained defects, were not 

considered as the taxpayer presented neither 

evidence nor arguments showing that the 

IRS’s revised computations were incorrect. 

 Whittington, TC, CCH  Dec. 60,374(M) , 

FED ¶48,084(M); TRC FILEIND: 18,102  

  Deductions  

 Th e sole proprietor of a state (California) 

licensed medical marijuana dispensary was 

not entitled to deduct as cost of goods sold 

(COGS) items seized during a Drug En-

forcement Administration (DEA) raid of 

his dispensary, or take a  Code Sec. 165  loss 

for those items, or to deduct Schedule C 

expenses related to the dispensary. Federal 

law prohibits taxpayers from deducting 

any expense, including an uncompensated 

loss, of a trade or business that consists of 

traffi  cking a controlled substance. 

 Beck, TC, CCH  Dec. 60,371(M) , 

FED ¶48,081(M);  TRC BUSEXP: 18,808  

 A married couple’s charitable contribution 

deduction for a conservation easement was 

properly disallowed because the mortgage 

on the donated property was not subordi-

nated to the charity’s interest at the time 

of the gift.  

 Minnick, CA-9,  2015-2  USTC  ¶50,430 ;  

TRC INDIV: 51,364.05  

  Liens and Levies  

 An IRS settlement offi  cer (SO) did not 

abuse her discretion by sustaining the fi ling 

of a Notice of Federal Tax Lien (NFTL) to 

collect an individual’s outstanding tax liabili-

ties. Th e taxpayer did not challenge the ex-

istence or amount of his underlying liability 

and failed to propose a collection alternative. 

 Hawthorne, TC, CCH  Dec. 60,370(M) , 

FED ¶48,080(M);  TRC IRS: 51,056.15  

 A federal district court properly reduced tax 

assessments against a couple and their trust 

to judgment and foreclosed federal tax liens 

against four properties held by two trusts as 

nominees and/or alter egos of the taxpayers. 

Th e transfers to the trusts were for nominal 

consideration and the trusts were formed 

only to protect the couple’s assets. 

 O’Shea, CA-4,  2015-2  USTC  ¶50,426 ;  

TRC IRS: 45,158  

 An IRS settlement offi  cer (SO) did not 

abuse her discretion by sustaining a Notice 

of Federal Tax Lien (NFTL) fi ling against a 

married couple or by rejecting their off er-

in-compromise. Th e couple failed to sub-

mit requested information and failed to 

show that full payment of their tax liability 

would cause an economic hardship. 

 York, TC, CCH  Dec. 60,381(M) , 

FED ¶48,091(M);  TRC IRS: 51,056.25  

  Collection Due Process  

 A married couple was not allowed to chal-

lenge their underlying tax liability because the 

husband failed to properly raise the liabilities 

as a part of the Collection Due Process (CDP) 

hearing. Th e SO did not abuse her discretion 

by sustaining the fi ling of the NFTL. 

 Sepiel, TC, CCH  Dec. 60,376(M) , 

FED ¶48,086(M);  TRC IRS: 51,056.15  

 An IRS Settlement offi  cer (SO) did not 

abuse his discretion by sustaining a proposed 

lien to collect an individual’s employment 

continued on page 400
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tax liabilities. Th e individual was not enti-

tled to challenge the underlying liabilities at 

his Collection Due Process (CDP) hearing 

because he did not properly raise the issue 

at the hearing held after remand.  

 Lunnon, TC, CCH  Dec. 60,378(M) , 

FED ¶48,088(M);  TRC IRS: 51,056.15  

  Economic Substance  

 A limited liability company partnership 

(LLC) was liable for defi ciencies resulting 

from disallowed losses generated by dis-

tressed asset/debt (DAD) transactions. Th e 

Final Partnership Administrative Adjust-

ments (FPAA) properly determined that the 

transactions lacked economic substance. 

 Russian Recovery Fund Ltd., FedCl,  2015-2  

USTC  ¶50,433 ;  TRC PART: 18,410.15  

  Innocent Spouse  

 A requesting spouse was granted equitable 

innocent spouse relief. Th e taxpayer met 

six of the seven threshold conditions in 

 Rev. Proc. 2013-34 , I.R.B. 2013-43, 397, 

and satisfi ed fi ve of the eight facts and cir-

cumstances factors.  

 Hollimon, TC, CCH  Dec. 60,379(M) , 

FED ¶48,089(M);  TRC INDIV: 18,058.15  

 An individual’s request for innocent spouse 

relief was properly dismissed because it was 

fi led more than 90 days after receiving the 

IRS determination denying her claim. 

 G.B. Langley, CA-11,  2015-2  USTC  ¶50,431 ;

  TRC INDIV: 18,058.15  

  Partnerships  

 A seismic design consultant who per-

formed consulting services through a 

partnership received guaranteed payments 

from the partnership. Th e individual ac-

knowledged that the payments he received 

from the partnership during the tax years 

at issue were for services he performed and 

were determined without regard to the 

partnership’s income. 

 Seismic Support Services, LLC, TC, CCH 

 Dec. 60,373(M) , FED ¶48,083(M);

 TRC PART: 27,102      

  Tax Crimes  

 An individual’s conviction for fi ling false 

tax returns and her sentence were vacated 

because the trial court abused its discretion 

by admitting evidence of her audits by the 

state (Idaho) taxing authority. In addition, 

the sentencing court incorrectly deter-

mined the individual’s sentence by apply-

ing the government benefi t rule. 

 Martin, CA-9,  2015-2  USTC  ¶50,425 ; 

 TRC IRS: 66,202  

 An individual’s conviction for making false 

statements on his income tax returns by 

claiming credits for estimated payments he 

never made was reversed. Th e government 

conceded that handing his tax returns to 

an IRS agent did not constitute fi ling un-

der  Code Sec. 7206(1) .  

 Boitano, CA-9,  2015-2  USTC  ¶50,429 ;  

TRC IRS: 66,202  

  Frivolous Arguments  

 An individual, who received taxable So-

cial Security and pension income for two 

tax years, was required to fi le returns and 

was liable for defi ciencies for both years. 

He was also liable for failure to timely fi le 

and pay penalties. Th e individual argued 

 Tax Court Rejects Cost Of U.S. Law School Education 
As Business Expense 

 Th e Tax Court has rejected a foreign-certifi ed lawyer’s attempt to deduct law school 

education expenses. Th e taxpayer had not established himself in the legal profession 

in the U.S. 

   Background.   Th e taxpayer attended law school in Germany and became licensed 

to practice law in Germany. Th e taxpayer subsequently returned to the U.S., resid-

ing in Utah and attending law school in California. Th e taxpayer graduated from 

law school in the U.S. in 2012. On his 2010 and 2011 returns, the taxpayer de-

ducted costs related to his U.S. law school education. 

   Court’s analysis.   Th e court found that educational expenses constitute ordinary 

and necessary business expenses if the education maintains or improves skills required 

by the individual in his or her employment or other trade or business; or meets the 

express requirements of the individual's employer, or the requirements of applicable 

law or regs, imposed as a condition to the retention by the individual of an established 

employment relationship, status, or rate of compensation. A taxpayer must be estab-

lished in the trade or business at the time he or she pays or incurs the expense. 

 Here, the taxpayer was not established in the legal profession in 2010 and 2011. 

Th e taxpayer was unemployed during those years. Th e taxpayer had obtained a law 

degree in Germany; however, he was not automatically eligible to practice law in the 

U.S., the court found. 

   Comment.  Th e court upheld the 20 percent accuracy-related penalty fi nding 

that the taxpayer failed to show he had a reasonable basis for deducting the 

educational expenses. 

    O’Connor, TC Memo. 2015-155;  Dec. 60,377(M) ;  TRC INDIV: 36,054 .       

that (1) he did not have taxable income for 

the tax years at issue and (2) the Offi  ce of 

Management and Budget (OMB) did not 

approve of Form 1040 and (3) the IRS 

lacked the authority to prepare substitute 

for returns (SFR) and assess defi ciencies 

from them, which were all frivolous and 

meritless arguments.  

 Shakir, TC, CCH  Dec. 60,369(M) ,

 FED ¶48,079(M);  TRC PENALTY: 3,050  

 Sums an individual deposited into his per-

sonal bank accounts and the related interest 

were not tax exempt because the individual 

failed to show that an exempt organization 

existed. Further, the individual’s convic-

tions for criminal tax evasion for three of 

the tax years at issue ( D.H. George , CA-

1, 448 F.3d 96) collaterally estopped him 

from denying that his failure to fi le returns 

for those years was due to fraud. Regarding 

the other years, the individual knew he was 

required to fi le returns and he had no rea-

sonable cause for his failure to do so.  

 George, Jr., TC, CCH  Dec. 60,380(M) , 

FED ¶48,090(M);  TRC PENALTY: 6,112  
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 Tax Filing Deadlines Take Major Shifts Under New Surface 

Transportation Law 

 President Obama signed the  Surface Trans-
portation and Veterans Health Care Choice 
Improvement Act of 2015  ( P.L. 114-41) on 

July 31. Although this new law’s primary 

role is to provide a stop-gap extension of 

Highway Act funds through October 29, 

2015, it also raises revenues for that ex-

tension through a variety of tax compli-

ance measures that were made permanent. 

Among those tax measures are changes in 

the fi ling due dates of certain tax and in-

formation returns. Although changes in 

these due dates serve to raise $314 million 

in revenue over the next 10 years, they 

also accomplish, at least in part, a long-

sought after goal: to better align return 

deadlines with the deadlines for informa-

tion returns, as well as with the workfl ow 

of return preparers during the extended 

fi ling season. 

  Th is Practitioners’ Corner reviews the 
changes to fi ling deadlines made by the new 
law. Th is review is based, in part, upon ex-
cerpts from ¶160-Tax Return Due Dates, 
under the “2015 Tax Legislation: Law, Ex-
planation & Analysis” tab on IntelliConnect.  

 Effective dates 

 In light of the major changes being made 

to some return deadlines, the new law 

gives most taxpayers and return preparers 

over a year and a half to adjust: generally, 

no change in return deadlines takes place 

before the 2017 fi ling season for 2016 tax 

year returns. Taxpayers with short tax-years 

beginning after December 31, 2015, are 

also impacted. 

 In connection with the changes made 

by the new law (discussed, below), the 

amendments to the due dates for returns 

of partnerships and C corporations gen-

erally apply to returns for tax years begin-

ning after December 31, 2015. However, 

in the case of any C corporation with a 

tax year ending on June 30, the amend-

ments apply to returns for tax years be-

ginning after December 31, 2025. Th e 

amendment codifying the existing six-

month automatic extension for C cor-

poration returns is generally applicable 

to returns for tax years beginning after 

December 31, 2015. 

 Likewise, the major changes to cer-

tain automatic fi ling extensions and due 

dates, as also discussed below, do not ap-

ply until extensions and fi ling due dates 

for tax years beginning after December 

31, 2015 (therefore, also generally related 

to extensions fi rst applicable during the 

2017 fi ling season). 

 Return due dates 

 Th e due dates for various income tax re-

turns have been codifi ed and modifi ed by 

the new law. 

   Partnership Form 1065.   Specifi cally, 

the due dates for the fi ling of Form 1065 

by partnerships and the fi ling of Form 

1120-S by S corporations are codifi ed, 

but in doing so, the due date (without ex-

tension) for fi ling of Form 1065 is modi-

fi ed, applicable to returns for tax years 

beginning after December 31, 2015, so 

that both Form 1065 and Form 1120-S 

will be due on or before the 15th day of 

the third month following the close of the 

tax year (March 15 for calendar-year tax-

payers) (Code Sec. 6072(b), as amended 

by P.L. 114-41). 

   Comment.  Th e change in the due date 

for partnership returns to March 15 

will enable partners who are individu-

als to receive their Schedule K-1 in 

time to report the information on 

their Form 1040 (like individuals 

who are S corporation shareholders). 

Without this change, many more 

individuals who are partners would 

be forced to fi le a six-month extension 

to fi le their Form 1040.  

    C Corporation Form 1120.   Generally ap-

plicable to returns for tax years beginning 

after December 31, 2015, the due date 

(without extension) for the fi ling of Form 

1120 by C corporations is changed to 

the 15th day of the fourth month follow-

ing the close of the tax year (April 15 for 

calendar-year taxpayers) (Code Sec. 6072, 

as amended). Th e current deadline is set at 

the 15th day of the third month following 

the close of the tax year (therefore, March 

15 for calendar-year corporations through 

the 2015 tax year). 

 However, a special rule provides that 

for C corporations with fi scal years end-

ing on June 30, the changes don’t begin to 

apply until returns due for tax years begin-

ning after December 31, 2025 (Act Sec. 

2006(a)(3)(B) of the 2015 Surface Trans-

portation Act). Th erefore, June 30 fi scal-

year corporations retain a fi ling deadline 

of September 15th until returns for tax 

years starting in 2026. 

   Related C Corporation deadlines.   Th e 

change in the due date of a C corporation’s 

return aff ects other Code provisions keyed 

to that due date, involving: 

   charitable contributions (Code Sec. 

170(a)(2)(B)),  

   the penalty for underpayment of esti-

mated taxes (6425(a)(1)),  

 “ ...the new law gives most taxpayers and return 

preparers over a year and a half to adjust: generally, 

no change in return deadlines takes place before 

the 2017 fi ling season for 2016 tax year returns.”  
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WASHINGTON REPORT by the Wolters Kluwer Washington News Bureau

 Obama calls for more funding 

for IRS cybersecurity 

 In an update to his fi scal year (FY) 2016 

budget request, President Obama urged 

Congress to increase funding for IRS cy-

bersecurity. Th e President called for an 

extra $242 million, refl ecting a 72 percent 

increase over FY 2015. “Th e IRS would 

bolster cybersecurity by improving detec-

tion and prevention of online data attacks 

through investments in advanced technol-

ogy, information technology infrastructure, 

and data analytics. Th e IRS would take 

especially aggressive steps to fi ght identity 

theft and stolen identify refund fraud,” the 

White House said in a statement. 

 Ways and Means members 

seek return of seized assets 

to small business owners 
 A bipartisan group of House Ways and 

Means Committee members urged Trea-

sury to return money seized from a Mary-

land family of dairy farmers. On February 

11, a Ways and Means subcommittee heard 

that some small business owners were hav-

ing their bank accounts seized, without due 

process, because of how they were deposit-

ing money. Seizures were based on bank-

ing transactions in which multiple deposits 

of under the $10,000 bank reporting limit 

were made simply to avoid paperwork for 

the teller in connection with IRS reporting 

requirements, rather than due to any at-

tempt to hide income from illegal sources 

through structure transactions. 

 Th e lawmakers sent a letter to Treasury 

Secretary Jack Lew asking the administra-

tion to remit the money that rightfully be-

longs to the Maryland dairy farmers. Th ey 

also seek the return of assets to all taxpayers 

whose bank accounts were seized inconsis-

tent with the updated policy. 

 Lawmakers ask Lew 

to review fi ling season 

 A bipartisan group of lawmakers have con-

tacted Treasury Secretary Jack Lew, asking 

him to personally review the IRS’s 2015 

fi ling season performance. Th e lawmakers 

told Lew that the IRS’s level of service dur-

ing the fi ling season was “unacceptable.” 

Th e lawmakers also asked Lew to provide, 

in writing, his assessment of the fi ling sea-

son, the multiple factors contributing to 

the decrease in taxpayer service and op-

tions for improving IRS service to taxpay-

ers for the next fi ling season. 

 Th e lawmakers noted that IRS Com-

missioner John Koskinen acknowledged 

during the fi ling season that the agency 

has provided “truly an abysmal level of 

service” to taxpayers. Th e complaints from 

taxpayers and practitioners included long 

wait times to get through to the IRS on 

the telephone. Th e IRS hung up on some 

seven million callers, a signifi cant increase 

compared to 2014. In a separate report, the 

Treasury Inspector General for Tax Admin-

istration found that only 38.5 percent of 

callers to the IRS received assistance com-

pared to 74.7 percent of callers in 2014. 

 TIGTA examines IRS 

employee compliance with 

Charge Card Act 
 Th e Treasury Inspector General for Tax 

Administration (TIGTA) has found that 

the IRS identifi ed and reported 10 instanc-

es of confi rmed purchase card misuse by 

employees. In addition, TIGTA identifi ed 

an instance of purchase card misuse. Five 

other cases were pending investigation, of 

which two were under TIGTA’s review. 

 TIGTA’s audit aimed to assess the 

IRS’s compliance with the Government 

Charge Card Abuse Prevention Act of 

2012 (Charge Card Act) requirements for 

the period October 1, 2014, to March 31, 

2015. Th e Charge Card Act generally re-

quires each federal agency with over $10 

million in annual purchase card spending 

to submit semiannual reports of employee 

purchase card violations and the disposi-

tion of those violations. 

 With the exception of some cases for 

which details were available to the IRS, 

the Purchase Card Violations Report was 

prepared by the IRS under the require-

ments outlined in the law and by the Of-

fi ce of Management and Budget (OMB). 

Th e 11 confi rmed cases of misuse were 

related to restricted or prohibited items 

with purchases totaling approximately 

$700. TIGTA also reviewed the IRS’s cur-

rent credit card guidance and found that 

controls are in place to curtail fraud and 

inappropriate government travel besides 

wrongful purchase charge card practices. 

However, TIGTA found that the IRS 

does not report cases of charge card mis-

use where valid business purchases were 

made but not from an authorized priority 

source. TIGTA indicated this is wasteful 

and hence a loss to the government that 

the IRS should address. 

 U.S. and Portugal sign 

FATCA IGA 

 Th e U.S. has reached an intergovernmental 

agreement (IGA) with Portugal to imple-

ment the provisions of the Foreign Ac-

count Tax Compliance Act (FATCA). Th e 

agreement with Portugal is a Model 1 IGA. 

Th e agreement was signed in Lisbon by 

U.S. Ambassador to Portugal Robert Sher-

man and Portuguese State Secretary for 

Fiscal Aff airs Paulo Nuncio. “Th e signing 

of the agreement advances the shared ob-

jective of enforcing our respective tax laws 

and preventing and combating tax fraud 

and evasion, on a reciprocal basis,” Sher-

man said in a statement. 

 OECD reviews tax 

administration worldwide 

 Th e Organisation for Economic Co-oper-

ation and Development (OECD) recently 

reported on two trends in many tax ad-

ministrations: improving taxpayer services 

while working within budgets. According 

to OECD, 40 percent of revenue bodies 

reported that they are currently manag-

ing the addition of new business activities, 

amalgamation with other government ser-

vice providers, and consolidation of work 

and their offi  ce network, at a time when 60 

percent saw reductions in staffi  ng. Many 

tax authorities are investing in digital ser-

vices, OECD added. 
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   accumulated earnings tax (Code Sec. 

563(a)),  

   personal holding company tax (Code 

Sec. 563(b)),  

   alternative tonnage tax on qualifi ed ship-

ping activities (1354(d)(1)(B)(i)), and 

   the extension of time for payment of 

tax attributable to recovery of foreign 

expropriation losses.   

 In the case of the penalty for underpay-

ment of estimated taxes, the change does 

not aff ect the period of underpayment of 

an S corporation, since that due date was 

merely codifi ed by the new law and re-

mains the same as the existing deadline 

(15th day of the third month) (Code Sec. 

6655(g)(4)(E)).  

 Filing extension periods — 

corporations 

 In addition to modifying some initial fi ling 

deadlines, the new law changes the dead-

lines on certain fi ling extensions: 

   C Corporations.    Th e six-month au-

tomatic extension currently provided by 

Reg. §1.6081-3(a) to C corporations fi ling 

Form 1120 is codifi ed (Code Sec. 6081(b), 

as amended). Code Sec. 6081(b) provides 

an automatic three-month extension, but 

Reg. §1.6081-3(a) essentially extends it to 

six-months if Form 7004 is fi led and other 

requirements are met. Th is change to Code 

Sec. 6081(b) under the new law applies to re-

turns for tax years beginning after December 

31, 2015, but contains an important twist 

that impacts calendar year corporations.  

 A special rule provides that in the 

case of any calendar-year C corpora-

tion beginning before January 1, 2026, 

the maximum extension allowed is fi ve 

months, not six months. Further, in the 

case of a C corporation with a fi scal year 

ending on June 30 and beginning before 

January 1, 2026, the maximum exten-

sion allowed is seven months (Code Sec. 

6081(b), as amended by the 2015 Sur-

face Transportation Act). 

   Comment.  Since many C corpora-

tions require extensions to fi le before 

all necessary information can be 

gathered for the tax year, the cur-

rent six-month extension which, for 

calendar-year corporations, ends on 

September 15, will match up with 

the new fi ve-month extension (for 

tax years 2016-2025), which will 

end on September 15 as the result of 

the change in the initial deadline for 

C corporations, from March 15 to 

April 15. A six-month extension will 

again apply after 2025, which not 

coincidentally is outside of the new 

law’s 10-year revenue scoring window 

(2015-2025). 

Filing extension periods — 

other extensions

  Th e new law also directs the IRS to modify 

the relevant regulations regarding auto-

matic fi ling extensions (using Form 7004 

or other extension form) and due dates for 

tax years beginning after December 31, 

2015, to provide the following: 

   a maximum six-month extension (cur-

rently fi ve months) for partnerships fi ling 

Form 1065 (ending on September 15 for 

calendar-year taxpayers; 

   a maximum fi ve-and-a-half month ex-

tension (currently fi ve months) for trusts 

fi ling Form 1041 (ending on September 

30 for calendar-year taxpayers); 

   a maximum three-and-a-half month 

extension (same as before) for employee 

benefi t plans fi ling Form 5500 (series) 

(ending on November 15 for calendar-

year taxpayers); 

   a maximum six-month extension (cur-

rently three months) for tax-exempt 

organizations fi ling Form 990 (series) 

(ending on November 15 for calendar-

year taxpayers); 

   a maximum six-month extension (cur-

rently three months) for tax-exempt 

organizations fi ling Form 4720 begin-

ning on the due date for fi ling the return 

(without regard to any extensions); 

   a maximum six-month extension (cur-

rently three months) for split-interest 

trusts fi ling Form 5227 beginning on the 

due date for fi ling the return (without 

regard to any extensions); 

   a maximum six-month extension (cur-

rently three months) for coal-mine 

operators fi ling Form 6069 beginning on 

the due date for fi ling the return (without 

regard to any extensions); 

   a maximum six-month extension (cur-

rently three months) for charitable 

organizations or remainder trusts fi ling 

Form 8870 beginning on the due date 

for fi ling the return (without regard to 

any extensions); 

   a due date equal of the 15th day of the 

third month after the close of a trust’s tax 

year for trusts fi ling Form 3520-A (with 

a maximum six-month extension (same 

as before)); and 

   a due date of April 15 for calendar-year 

fi lers of Form 3520 with a maximum 

extension of six months ending on 

October 15.   

 FBAR (FINCEN Report 114) 

 A U.S. person is required to disclose on 

FINCen Report 114 (commonly referred 

to as the “FBAR”) any fi nancial interests 

in, signature authority over, or other au-

thority over foreign fi nancial accounts 

if the aggregate value of new law the ac-

counts exceeds $10,000 at any time during 

the calendar year (31 CFR §1010.350). 

Currently, the FBAR must be received by 

the Treasury Department for each calendar 

year on or before June 30 of the succeeding 

year. Th e June 30 deadline generally may 

not be extended.  

 Th e due date for fi lers of FBAR (Fin-

CEN Report 114), relating to Report of 

Foreign Bank and Financial Accounts, is 

changed by the new law to April 15. Th e 

IRS is also given authority to modify regu-

lations to provide for a maximum exten-

sion of six months ending on October 15 

(Act Sec. 2006(b)(11)). Further, the IRS 

must provide for an extension based on 

rules similar to those found under Reg. 

§1.6081-5 that addresses foreign-based 

property and taxpayers.  

 Th is provision in the new law, as with 

most of the other return provisions, is ap-

plicable for FBARs for tax years beginning 

after December 31, 2015. Th e new law 

also provides that any penalty for failure to 

timely request or fi le an extension may be 

waived for taxpayers required to fi le Report 

114 for the fi rst time. 
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COMPLIANCE CALENDAR

TRC TEXT REFERENCE TABLE

 August 26 

 Employers deposit Social Security, Medi-

care, and withheld income tax for August 

19, 20, and 21. 

 August 28 

 Employers deposit Social Security, Medi-

care, and withheld income tax for August 

22, 23, 24, and 25. 

 September 2 

 Employers deposit Social Security, Medi-

care, and withheld income tax for August 

26, 27, and 28. 

 September 4 

 Employers deposit Social Security, Medi-

care, and withheld income tax for August 

29, 30, 31, and September 1. 

 September 10 

 Employers deposit Social Security, Medi-

care, and withheld income tax for Septem-

ber 2, 3, and 4. 

 Employees report tips of $20 or more earned 

during August. 

 September 11 

 Employers deposit Social Security, Medi-

care, and withheld income tax for Septem-

ber 5, 6, 7, and 8. 

  Th e following questions have been answered 
recently by our “Tax Research Consultant” 
Helpline (1-800-344-3734).   

FROM THE 
HELPLINE

   Q Within the scope of deductible 

business expenses and the strict 

documentation rules for meals and en-

tertainment charges, what statutory/

regulatory exceptions if any exist to allow 

a taxpayer to explain the business purpose 

of the expenses? 

   A Describing the business purpose of an 

entertainment expense isn’t a matter 

of statutory or regulatory exceptions; it’s 

a fundamental requirement for deducting 

the expense. See Code Sec. 274(d), Reg. 

§1.274-5A(b) and Reg. §1.274-5T(b)(3). 

In particular, Reg. §1.274-5T(b)(3)(iv) 

requires the taxpayer to provide the “Busi-

ness reason for the entertainment or nature 

of business benefi t derived or expected to 

be derived as a result of the entertainment 

and, except in the case of business meals 

described in section 274(e)(1), the nature 

of any business discussion or activity.”  See 
TRC PLANIND: 6,204.05  

     Q What is the general tax treatment on 

recognizing gain or loss of sale and 

leaseback transactions? Is it in the quarter 

in which the transaction took place? 

   A Th ere are no special rules regarding 

the recognition of gain or loss from 

a sale-leaseback transaction. As noted in 

 TRC SALES: 42,154,  if the transaction is 

a valid, then the gain or loss is recognized 

the same as for the sale of any other busi-

ness or Code Sec. 1231 property.  See TRC 
SALES: 21,000.         

  Th e cross references at the end of the articles in Wolters Kluwer Federal Tax Weekly (FTW) are 
text references to Tax Research Consultant (TRC). Th e following is a table of TRC text references 
to developments reported in FTW since the last release of New Developments.                     

   ACCTNG 21,104.05     345   

   ACCTNG 21,302.10     373   

   ACCTNG 33,100     362   

   ACCTNG 36,162.05     350   

   BUSEXP 3,100     339   

   BUSEXP 18,200     398   

   BUSEXP 18,808     388   

   BUSEXP 31,100     386   

   BUSEXP 51,102.30     338   

   COMPEN 18,202     336   

   COMPEN 18,304     346   

   COMPEN 36,354     386   

   COMPEN 45,228     335   

   COMPEN 48,156.05     351   

   CONSOL 41,200     361   

   ESTGIFT 45,204     374   

   ESTGIFT 45,208     397   

   EXCISE 24,310     398   

   EXEMPT 3,300     327   

   FARM 9,050     373   

   FILEBUS 9,108     384   

   FILEBUS 9,458.05     334   

   FILEBUS 9,458.05     358   

   FILEBUS 15,104.25     393   

   FILEIND 3,202     351   

   FILEIND 15,204.25     328   

   FILEIND 15,204.25     340   

   HEALTH 9,302     375   

   HEALTH 12,100     349   

   INDIV 6,368     394   

   INDIV 36,054     399   

   INDIV 48,400     383   

   INTL 15,052.05     362   

   INTL 15,052.05     372   

   INTL 15,210     395   

   INTL 15,306.05     395   

   INTL 30,308.30     363   

   IRS 3,058     347   

   IRS 3,200     387   

   IRS 18,054     385   

   IRS 21,414     361   

   IRS 24,054     397   

   IRS 33,150     360   

   IRS 36,106     396   

   LITIG 3,104.35     385   

   LITIG 3,154.05     348   

   LITIG 6,124     327   

   PART 9,050     381   

   PART 24,112.10     371   

   PART 24,112.10     371   

   PART 27,050     357   

   PENALTY 9,152     348   

   RETIRE 30,556     376   

   RETIRE 42,170.10     333   

   RETIRE 45,050     336   

   RETIRE 51,050     359   

   RETIRE 78,052.10     350   

   RIC 6,054.05     337   

   SALES 39,000     383   

   SCORP 352.35     363       
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