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INDIVIDUALS 
 
Public Law 114-113, the Protecting Americans from Tax Hikes Act of 2015 (part of the 
Consolidated Appropriations Act of 2016): 
 
 ● Makes “permanent” the child tax credit, the American opportunity 

education tax credit, earned income credit, mass transit and parking 
benefit exclusion and optional state and local sales tax deduction in 
present form. 

 
 ● Makes “permanent” the above-the-line deduction for educator expenses, 

indexing it and expanding it to include “professional development 
expenses” effective 2016. 

 
 ● Extends through 2016 the exclusion of forgiven principal residence 

acquisition indebtedness, the deduction as interest of private mortgage 
insurance premiums, the above-the-line deduction for qualified tuition and 
related expenses and the nonbusiness energy credit. 

 
 ● Bars the claiming of the child tax credit, earned income credit and 

American opportunity education tax credit on an original or amended 
return if the individual had no issued taxpayer identification number by 
the due date for filing the applicable return, effective on enactment but not 
applicable to timely filed 2015 returns. 

 
 ● Bars the claiming of the child tax credit and American opportunity tax 

credit, as is the case with the earned income credit, for two years in the 
event of reckless or intentional disregard of the rules or ten years in the 
event of fraud, effective for 2016. 

 
 ● Creates an exclusion for all damages, restitution and monetary awards 

paid to wrongfully incarcerated individuals and allows one year from 
enactment to file claims for refund even if the statute of limitations has 
otherwise expired. 

 
In Striker v. Commissioner, TC Memo 2015-248, the Tax Court denied the income 
earned abroad exclusion to a civilian social scientist employed by the US Army who was 
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under the direction of NATO as the exclusion does not apply to an individual paid by the 
United States. 
 
In Legg v. Commissioner, 145 TC No. 13, the Tax Court rejected the value of $1,418,500 
put on a conservation easement and determined the value to be $80,000, imposing a 40 
percent penalty. 
 
In Atkinson v. Commissioner, TC Memo 2015-236, the Tax Court found that a purported 
conservation easement did not contribute to any conservation area nearby and disallowed 
a deduction flowing through from a partnership (but did not impose a proposed penalty 
due to good faith reliance on professional advice). 
 
In Revenue Procedure 2015-57, IRS announced that individuals who took out student 
loans to finance higher education and whose loans were discharged under the Defense to 
Repayment or Closed School discharge process will not have to pick up relief from 
indebtedness income. 
 
 
 
RETIREMENT PLANS 
 
Public Law 114-94, Fixing America’s Surface Transportation Act, reverses prior 2015 
legislation and restores without interruption the two and a half month extension for 5500 
series forms otherwise due on the last day of the seventh month following yearend; the 
additional month’s extension will not take effect. 
 
Public Law 114-113, the Protecting Americans from Tax Hikes Act of 2015: 
 
 ● Makes “permanent” the ability of individuals age 70½ and older to direct 

annually up to $100,000 from an IRA to a charity. 
 
 ● Permits rollovers into SIMPLE IRAs from employer sponsored retirement 

plans and traditional IRAs following two years from the date of initial 
participation of the employee in the IRA, effective for transfers after 
enactment. 

 
 
 
ESTATES 
 
Public Law 114-113, the Protecting Americans from Tax Hikes Act of 2015 clarifies 
prospectively that the transfer of money or other property to a Section 501(c)(4), (5) or 
(6) organization (civic league, labor organization or business league) is not subject to gift 
tax. 
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In Estate of Newberger v. Commissioner, TC Memo 2015-246, the Tax Court rejected a 
$5 million appraisal of a Picasso oil when the painting sold for a net $11.5 million six 
months following death, determining a $10 million value to reflect short-term market 
changes; the estate argued unsuccessfully that the sales price was a “fluke.” 
 
In Estate of Purdue v. Commissioner, TC Memo 2015-249, the Tax Court decided for the 
estate on three issues in contention:  that transfers into a family limited liability company 
had a business purpose; that the transfers were of a present interest despite restrictions on 
transferability due to a readily ascertainable income stream from real estate; and that the 
estate could deduct interest as “necessary” on loans from LLC members to the estate to 
pay estate taxes. 
 
The IRS website was revised to indicate that confirmation that an estate tax return has 
been accepted as filed is available by requesting a transcript online; IRS ceased issuing 
estate tax closing letters except on request for all returns filed after May 31, 2015. 
 
 
 
BUSINESS 
 
Public Law 114-113, the Protecting Americans from Tax Hikes Act of 2015: 
 
 ● Makes “permanent” the five-year lookback on C to S conversions, the 100 

percent exclusion on “small business stock” with no creation of a 
preference item, and the 15 year recovery period for qualifying leasehold 
improvements, restaurant property and retail improvement property. 

 
 ● Makes “permanent” the current first year expensing limits and rules but 

adds indexing, removes the separate qualified real property limitation and 
adds expensing of air conditioning and heating units effective 2016. 

 
 ● Makes “permanent” the research tax credit including the ability by eligible 

small businesses to offset alternative minimum tax and allows a business 
with gross receipts of less than $5 million and in its first five years to elect 
annually to claim any or all of the credit against payroll tax liability up to 
a $250,000 maximum effective 2016. 

 
 ● Makes “permanent” the 20 percent differential wage credit for employers 

who pay workers called to active duty but makes it available to employers 
of any size effective 2016. 

 
 ● Extends bonus depreciation through 2019 but reduces the percentage for 

2018 to 40 percent and for 2019 to 30 percent. 
 
 ● Extends the added first year depreciation for business vehicles through 

2019 but reduces the amount for 2018 to $6,400 and for 2019 to $4,800. 
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 ● Extends the work opportunity tax credit through 2019 and expands the 

credit in 2016 to include the hiring of those unemployed for 27 weeks or 
more and who have received unemployment compensation. 

 
 ● Suspends the medical device excise tax for 2016 and 2016. 
 
Public Law 114-113, the Consolidated Appropriations Act of 2016, delays the excise tax 
on high-cost health plans from 2018 to 2020 and makes the tax deductible for income tax 
purposes. 
 
In Brinkley v. Commissioner, 116 AFTR2d ________, the Fifth Circuit Court of Appeals 
agreed with the Tax Court that an added payment labeled as “compensation” to a 
company founder upon acquisition because his ownership percentage had fallen below an 
agreed number was ordinary income and not capital gain. 
 
In Besaw v. Commissioner, TC Memo 2015-233, the Tax Court agreed with 
disallowance by IRS of payments made by a business owner to his daughter for 
independent contractor services as a webmaster; she had not reported the income on her 
tax returns until amended returns were filed during the examination of the taxpayer. 
 
In Charley v. Commissioner, TC Memo 2015-232, the Tax Court allowed a deduction for 
approximately one-third of the 41,250 business miles claimed by the owner of an oil 
purification business who had numerous clients within a five hour drive of his home 
office. 
 
In Shaw v. Commissioner, 116 AFTR2d 2015-5471, the Ninth Circuit Court of Appeals 
agreed with the Tax Court that an individual who made multiple loans to a family-owned 
business in which he had an interest could not claim a bad debt deduction for them as she 
could not show that she had a real expectation of repayment and an intent to enforce 
collection, creating a capital contribution in lieu of a loan, and also could not show any 
worthlessness when the real estate project was still operational. 
 
In Leland v. Commissioner, TC Memo 2015-240, the Tax Court found that a practicing 
attorney materially participated in his 1,274-acre farm in Texas as he was able to prove 
through logs, receipts, invoices and testimony that he spent over 100 hours in farm-
related activities which was more than that of any other individual in those years. 
 
In Schank v. Commissioner, TC Memo 2015-235, the Tax Court ruled that personal 
expenses paid by a C corporation should be treated as a constructive dividend rather than 
as compensatory where they were posted to cost of goods sold prior to examination. 
 
In Alterman Trust v. Commissioner, TC Memo 2015-231, the Tax Court determined that 
three brothers who had been owners of a liquidated corporation were not liable for 
transferee liability after they sold their interests in the company where IRS failed to show 
that they had actual or constructive knowledge that the taxes would not be paid. 
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In Legal Advice issued by Field Attorneys 20154702F, IRS stated that payments to settle 
foreign criminal and civil charges are akin to a fine or penalty paid for violation of a law 
and are nondeductible despite a motive to preserve business reputation and to ensure 
continued operations in the foreign country. 
 
In Letter Ruling 201548006, IRS stated that a taxpayer should compute a carryforward of 
the general business credit based on the proper credit that was earned in the original tax 
year even if closed prior to any correction; the ruling is consistent with prior guidance in 
favor of IRS requiring that a taxpayer use the proper lower tax benefit on a carry forward 
when the year in which a higher than proper amount was claimed is closed. 
 
In Letter Ruling 201548011, IRS indicated that an individual can take an employee 
business expense deduction for the damages and legal costs paid resulting from his 
conduct as the managing shareholder. 
 
In Chief Counsel Advice 201552028, IRS indicated that a settlement payment to resolve 
a claim of fraudulent conveyance must be capitalized rather than deducted as it relates to 
defense of title to property. 
 
 
 
PROCEDURE 
 
Public Law 114-94, Fixing America’s Surface Transportation Act: 
 
 ● Permits the denial of a passport or a revocation of an existing one in the 

case of a “seriously delinquent tax debt”, defined as one in excess of 
$50,000 indexed for inflation and for which a notice of lien has been filed 
and appeal rights have been exhausted or in the case of levy (except if the 
debt is being paid pursuant to an installment agreement or offer in 
compromise or if innocent spouse relief is pending); exceptions would 
apply for humanitarian or emergency purposes and appeals could be made 
to the Tax Court or Federal District Court. 

 
 ● Creates similar passport denial or revocation rules in the case of an 

individual who willfully, intentionally, recklessly or negligently fails to 
provide a social security number or provides an incorrect or invalid 
number to IRS. 

 
 ● Restores the ability of IRS to use private debt collectors for “inactive tax 

receivables”, defined as any liability removed from active inventory for 
lack of resources or inability to locate the taxpayer, or which is not 
collected after one-third of the limitations period has lapsed with no IRS 
employee currently assigned to collection, or for which a receivable has 
been assigned for collection but more than one year has passed without 
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interaction with the taxpayer or representative; cases with pending or 
active offers in compromise, installment agreements, innocent spouse 
cases, and liabilities of deceased taxpayers and minors would not be 
assigned to outside collectors. 

 
Public Law 114-113, the Protecting Americans from Tax Hikes Act of 2015: 
 
 ● Creates an administrative appeal procedure on unfavorable tax-exempt 

determinations after May 19, 2014. 
 
 ● Requires the filing of Forms W-3 and 1096 (along with the underlying  
  W-2s and 1099s) by January 31, effective with 2017 filings for 2016. 
 
 ● Prohibits refunds or credits to an individual before February 15 if the 

earned income credit or a refundable child tax credit is claimed, effective 
with 2016 returns. 

 
 ● Requires ITINs issued before 2013 to be renewed on a staggered basis 

between 2017 and 2020; ITINs will expire if no return is filed for three 
consecutive years. 

 
 ● Increases the preparer penalty for willful or reckless conduct to the greater 

of $5,000 or 75 percent of income derived by the preparer with respect to 
the return, effective for 2016 filings for 2015. 

 
In Vaughn v. United States, 116 AFTR2d 2015-________, the Sixth Circuit Court of 
Appeals agreed with an Ohio Federal District Court that the former Red Sox baseball 
star, Mo Vaughn, was liable for the late filing penalty as non-delegable and the late 
payment penalty which resulted from his lack of control in turning over financial affairs 
to agents who embezzled from him. 
 
In Streeter v. United States, 116 AFTR2d 2015-6972, a Massachusetts Federal District 
Court determined that IRS could not levy on property titled in the name of the former 
husband for his tax debt where the property was supposed to have been transferred to the 
wife but the husband left the country without signing the deed but the wife recorded the 
divorce decree.   
 
In Matthews v. Commissioner, TC Memo 2015-225, the Tax Court determined that 
nontaxable benefits such as a veteran’s disability check exempt from federal income tax 
and from levy can still be considered by IRS in determining a taxpayer’s ability to pay. 
 
In News Release 2015-136, IRS announced that it has created an “Early Interaction 
Initiative”, seeking quick identification of employers through monitoring deposit patterns 
to determine those falling behind on payroll tax payments. 
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In Program Manager Technical Advice 2015-019, IRS determined that it could disclose 
return information on false documents to the identity theft victim without violating 
confidentiality laws. 
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