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2Q/2016 TAX DEVELOPMENTS WHICH MAY
AFFECT A TAX SITUATION
The following is a summary of important tax developments which have occurred in the past
three months that may affect you, your family, your investments and your livelihood.
#

Date extended for employers to claim revived work opportunity tax credit
The work opportunity tax credit allows employers who hire members of certain “targeted
groups” to get a credit against income tax. The credit was retroactively revived by the
Protecting Americans from Tax Hikes Act of 2015. The previous transitional relief for
eligible employers who want to claim credit has been extended. The transitional relief
gives employers three extra months—until September 28, 2016—to file the forms
necessary to claim the credit for certain eligible workers. An employer that hires a
member of a targeted group, including a long-term unemployment recipient, who begins
work for that employer on or after September 1, 2016, is not eligible for this transition
relief with respect to any such new hire.

#

ACA premium credit and individual mandate 2017 indexing adjustment
IRS has provided indexing adjustments for the premium tax credit and individual mandate
(also called the individual shared responsibility payment) for 2017. These inflation
adjusted percentages are used to determine whether an individual is eligible for
affordable employer-sponsored minimum essential coverage (and so ineligible for the
premium tax credit to help afford health insurance purchased through an Exchange) and
to determine whether an individual is eligible for an exemption from the individual shared
responsibility payment because of a lack of affordable minimum essential coverage.
Taxpayers are not treated as eligible for employer-sponsored minimum essential
coverage if their required contribution with respect to the plan exceeds 9.69% of the their
household income for plan years beginning in 2017 (up from 9.66% for 2016). An
individual is exempt from the requirement to maintain minimum essential coverage for a
month in which the individual lacks affordable coverage—i.e., a month in which his
required contribution (determined on an annual basis) for coverage for the month exceeds
8.16% of the individual's household income for plan years beginning in 2017 (up from
8.13% for 2016).

#

Taxpayers can pay IRS in cash at 7-Elevens
IRS announced a new payment option for individual taxpayers who need to pay their
taxes with cash. Under the new arrangement that IRS provides in partnership with ACI
Worldwide's OfficialPayments.com and the PayNearMe Company, individuals can make a
payment without the need of a bank account or credit card at over 7,000 7-Eleven stores.
There is a $1,000 payment limit per day and a $3.99 fee per payment. Because
PayNearMe involves a 3-step process, the IRS urges taxpayers choosing this option to
start the process well ahead of the tax deadline to avoid interest and penalty charges.

#

Controversial debt v. equity regulations
The IRS recently issued proposed regulations addressing whether a direct or indirect
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interest in a related corporation is treated as stock, debt, or as in part stock and in part
debt, for federal tax purposes. While the proposed regulations were intended to target
related parties that engage in certain transactions using U.S. debt to “strip” U.S.-source
earnings (through interest deductions) to lower-tax jurisdictions, they apply to many
routine financial transactions (including cash pooling arrangements) and common
subchapter C transactions of U.S. based and non-U.S. based multinational corporations.
Widespread concern over the regulations broad impact has been expressed not only by
the business community, but by Democratic and Republican lawmakers as well. But the
IRS has so far refused to bend to pressure.
#

Court rules Obamacare reimbursements unconstitutional.
A district court has granted summary judgment to the House of Representatives in their
challenge to the funding of a health insurance providers' reimbursements in the
Affordable Care Act (ACA, i.e., Obamacare). While the ACA explicitly provides a
permanent appropriation for the premium tax credit, which makes insurance premiums
more affordable for low-income taxpayers, such funding isn't specified for the
reimbursements of “cost-sharing reductions” by insurers that reduce deductibles,
coinsurance, copayments and similar charges in the qualified health plans they offer
through an Exchange. The court found that the ACA impermissibly appropriated money
for the reimbursements to insurers in violation of the Constitution, which requires that
such monies can only be appropriated by Congress. The court enjoined any further
reimbursements until a valid appropriation was in place, but stayed its injunction pending
an appeal by the parties.

#

Social Security wage base could increase to $126,000 for 2017
The Social Security Administration's Office of the Chief Actuary (OCA) has projected,
under two out of three of its methods of forecasting, that the Social Security wage base
will increase from $118,500 for 2016 to $126,000 for 2017. Based on the OCA estimate, on
a salary of $126,000 (or more), an employee and his employer each would pay $7,812.00
in Social Security tax in 2017. Based on the OCA estimate, a self-employed person with at
least $126,000 in net self-employment earnings would pay $15,624.00 for the Social
Security part of the self-employment tax in 2017.

#

No deduction for clothing
The Tax Court held that a salesman for a major designer who was required to wear the
designer's apparel while representing the company couldn't deduct the cost of such
clothing as unreimbursed employee expenses. Clothing worn by a taxpayer in connection
with his trade or business is generally nondeductible, unless: (1) the clothing is required
or essential in the taxpayer's employment; (2) the clothing is not suitable for general or
personal wear; and (3) the clothing is not so worn. Here, the clothing was clearly suitable
for regular wear.

This Hot Topic is an informative publication for clients and friends of the Firm. It is designed
to provide accurate information on the subject matter covered. I recommend you consult with
your legal and other advisors to determine if the information is applicable in your specific
circumstances. If these advisors are not available to you, please feel free to contact Barry N.
Finkelstein, CPA at 903/473-3540.

