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LIST OF SUBSTANTIVE CHANGES AND ADDITIONS

PPC’s Tax Planning Guide—S Corporations

Thirtieth Edition (March 2016)

Highlights of this Edition

The following are some of the important update features of the 2016 edition of PPC’s Tax Planning Guide—
S Corporations.

¯ PATHAct of 2015.Under theProtectingAmericans fromTaxHikes (PATH)Act of 2015, the five-year recognition
period was made permanent. The Guide has been updated throughout to reflect this change.

¯ Tangible property regulations. New guidance increases the de minimis amount for current expensing of
certain deductions and provides guidance on a safe harbor for certain retail and restaurant repairs and
remodels.

¯ Status of expired tax provisions.A number of favorable tax provisions (such as first-year bonus depreciation,
favorable depreciation rules for certain real property, and increased Section 179 expensing amounts) expired
onDecember 31, 2014.However,many of the provisionswere extended retroactively to 2015. Somehave been
extended for only a set number of years, but others have been made permanent. This edition highlights the
expired provisions and explains their current status. The Guide also contains a table summarizing these
provisions and their status.

¯ Inflation-adjusted amounts. Numerous topics have been updated for the 2016 inflation-adjusted amounts,
including qualified retirement plan limits, Section 179 expensing limits, health savings account contribution
deductions, and high deductible health plan premium limits.

In addition to these featured items, your Guide includes the following:

Chapter Substantive Changes and Additions Reference

CHAPTER 1
Eligibility

1. Added a summary table for provisions likely to affect S
corporations under the Protecting Americans from Tax
Hikes Act of 2015.

Appendix 1S

CHAPTER 2
Election

1. Included the most recent list of designated private delivery
services approved by the IRS.

Section 204

2. Explained how the postmark date is determined when a
document is sent to the IRSby adesignatedprivate delivery
service.

Section 204

CHAPTER 4
Taxation of
S Corporations

1. Updated discussion to reflect recent legislation making the
five-year recognition period permanent.

Sections 401
through 416

2. Revised the built-in gains worksheet to reflect the perma-
nent five-year recognition period.

Appendix 4B
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Chapter ReferenceSubstantive Changes and Additions

CHAPTER 5
Pass-through to
Shareholders

1. Explained how the net investment income tax applies to
interest income under the self-charged interest rules.

Section 514

2. Updated the discussion of the Section 179 expense
deduction for the dollar limits and other rules in effect for the
current tax year.

Section 516

CHAPTER 6
Basis and Losses

1. Described “economic substance” doctrine as applied to
establishing stock basis for S corporation shareholders.

Section 603

2. Updated the discussion to reflect treatment of an S
corporation’s charitable contributions of appreciated prop-
erty in 2015.

Section 615

CHAPTER 7
Distributions

1. Discussed current procedures for adjusting AAA and basis
when an S corporation makes charitable contributions of
appreciated property.

Section 712

2. Addedanexample to illustrate how the stockbasis rules are
modified for certain charitable contributions of appreciated
long-term capital gain property.

Section 712

CHAPTER 8
Passive Activity Losses

1. Added a discussion of a 2015 court case where the court
opined that for purposes of qualifying for the real estate
professional exception, a real estate management com-
pany executive who owned interests in rental properties
managed by his firm could count hours spent working for
the firm on those properties as time spent on his own rental
property interests. As a result, he was able to meet the
material participation standard for his aggregated rental
real estate properties.

Section 812

CHAPTER 9
Tax Accounting Periods
and Methods

1. Enhanced the discussion of the recurring item exception to
include a list of items that are ineligible for the exception.

Section 912

2. Added a discussion of the new ratable service contract
economic performance safe harbor that allows qualifying
taxpayers to treat services as occurring ratably as they are
performed.

Section 912

3. AddedaLawChangeAlert for the increase in thedeminimis
safe harbor amount for taxpayers without an AFS to
currently expense amounts paid to acquire or produce a
unit of property.

Section 914

4. Added a discussion of a new proposed regulation under
Section 199 that eliminates the benefits and burdens of the
ownership test and that would assign the Section 199
benefit to the party performing the contract for components
of manufactured property.

Section 923

5. Added Law Change Alerts for changes to Section 179 and
first-yearbonusdepreciationdue to thepassageof the2015
PATH Act.

Section 927

CHAPTER 10
Fringe Benefits and
Retirement Plans

1. Added various clarifications regarding benefits to an
employee’s domestic partner.

Throughout

2. Added a Law Change Alert for the 2015 PATH Act changes
to the employer-provided transit pass rules.

Section 1003
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Chapter ReferenceSubstantive Changes and Additions

3. Added a Law Change Alert for the 2015 PATH Act provision
that an individual will not be ineligible to establish an HSA
due to their receipt of medical services for service-conn-
ected disabilities.

Section 1004

4. Added a summary of the significant ACAprovisions relating
to employer-provided health care.

Section 1005

5. Added a Note regarding the proposed regulations that
eliminate the need to attach a copy of the Section 83(b)
election to the individual’s tax return.

Section 1007

CHAPTER 12
Qualified Subchapter
S Subsidiaries

1. Updated the discussion of the built-in gains tax to reflect the
shortening of the recognition period.

Section 1214

CHAPTER 15
Liquidation

1. Under the 2015 PATH Act, the five-year recognition period
wasmadepermanent. The discussion hasbeenupdated to
reflect this change.

Throughout

CHAPTER 16
Estate Planning for
S Shareholders

1. The rules for determining basis in assets received by gift
versus from an estate are different. This edition adds a
discussion of the rules for determining the basis of property
received as a gift.

Section 1601

2. Expanded the discussion of the key items for consideration
in structuring a self-cancelling installment note (SCIN).

Section 1604

3. An irrevocable life insurance trust (ILIT) canbeused to keep
life insurance proceeds out of the estatewhile ensuring that
the surviving owner has the necessary liquidity to execute
on a cross purchase agreement with co-owners of a
business. This discussion was clarified.

Section 1609

4. The Aragona Tax Court case made an important ruling on
how material participation for the passive loss rules is
determined for estates and trusts, as highlighted in this
update.

Section 1615
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