
2016 CORRECTIONS, CLARIFICATIONS, AND UPDATES 

Ethics P. 2 The I.R.C. §6695(g) penalty for failure to exercise due diligence is 

indexed for inflation. The penalty is $510 in 2016. See the New and 

Expiring Legislation chapter for inflation-adjusted penalty amounts. 

Related Parties P.39 #9. An individual who owns more than 50% of the total combined voting 

power or total value of a corporation’s stock is deemed to own the stock 

held directly or indirectly by his or her parents, grandparents, 

grandchildren, and children who have attained age 21. 

Related Parties P.51 I.R.C. §707 does not prohibit the loss. However, under Treas. Reg. § 

1.267(b)-1(b) Steven is treated as if Frank bought one-half of the assets 

Steven sold to the partnership. Therefore, if Steven realizes a loss on the 

sale, he cannot deduct the loss attributable to Frank’s deemed purchase of 

one half of the assets. 

Retirement P.95 Example 3.21. Quinn from Examples 3.19 and 3.20 converts $10,000 of 

his Traditional IRA to a Roth IRA each year.  

ACA P.156 While a dependent child can never claim the APTC (regardless of age), the 

parents of the dependent child may be able to claim the PTC. 

DPAD P.240 For AMT purposes, the deduction is calculated as follows: 

1. 9% of QPAI: $150,500 × 9% = $13,545 

2. 9% of AMTI without deduction: $150,500 taxable income + 

$140,000 AMT adjustment = $290,500 × 9% = $26,145 

3. Lesser of the two amounts: $13,545 
The $13,545 deduction for AMT purposes is not limited by the 50%-

of-W-2-wages limitation ($350,000 × 50% = $175,000). 

 

IRS Issues P.260 The IRS has strengthened the security of the IP PIN program and it is back 

online. 

Business Entity 

Issues 

P.436 “RETURN FILED PURSUANT TO (delete PROP.) TREAS. REG. 

§1.743-1(k)(5).”  

New and 

Expiring 

Legislation 

P.497 The PATH Act §201 deadline for filing information returns is effective for 

calendar years beginning after December 18, 2015. 

Rulings and 

Cases 

P. 

573 

I.R.C. §6662 generally imposes a penalty on the amount of the 

understatement on a tax return that (delete substantially) understates the 

tax due resulting from the following: 

 

 


