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We wish all of our clients, loyal readers, and friends the happiest of Holiday seasons.  

Here are the December, 2015 items of Interest 

 

New Rules Require the IRS Use Private Debt Collectors   

The "Fixing America's Surface Transportation (FAST) Act," which was signed into law on 12/4/15, added 
IRC Sec. 6306(c), with said section requiring the IRS to use private debt collectors to collect outstanding 
"inactive tax receivables." An inactive tax receivable is any outstanding assessment that the IRS includes 
in potentially collectible inventory, provided that: (1) the IRS has removed it from its active inventory for 
lack of resources or inability to locate the taxpayer; (2) more the 1/3 of the applicable statute of limitations 
period has lapsed and it hasn't been assigned for collection to any IRS employee; or (3) it has been 
assigned for collection and over 365 days have passed without interaction with the taxpayer or a third 
party for purposes of furthering its collection. However, under new IRC Sec. 6306(d), certain receivables 
are ineligible for collection by private collectors.  

IRS's New Early Interaction Initiative to Help Employers Maintain Payroll Taxes   

In News Release IR-2015-136, the IRS has announced a new initiative (Early Interaction Initiative) 
designed to more quickly identify employers who are falling behind on their payroll tax obligations and 
then help them get caught up before incurring needless interest and penalty charges. It will seek to 
identify employers who appear to be falling behind on their tax payments even before an employment tax 
return is filed and then offer helpful information and guidance through letters, automated phone 
messages, other communications, and, in some instances, a visit from a revenue officer.  
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Tax Relief for Certain Students Whose Education Loans Were Discharged   

The IRS has announced that taxpayers who took out Federal student loans to finance attendance at 
schools owned by Corinthian Colleges, Inc., and whose loans were discharged under the Department of 
Education's Defense to Repayment or Closed School discharge processes, will not have to recognize 
gross income as a result of the debt discharge. Furthermore, these taxpayers will not be required to 
increase their taxes or income if they claimed Section 25A education credits or took Section 221 interest 
deductions or Section 222 higher education expense deductions in a prior year for payments made with 
proceeds of these discharged loans. This tax treatment is effective for tax years beginning in 2015. (Rev. 
Proc. 2015-57, 2015-51 IRB).  

Decedent's Income Tax Refunds Result in Increased Estate Taxes   

Before his death, the decedent was entitled to more than $400,000 in federal income tax refunds. After 
his death, income tax returns were filed and $404,315 was refunded to the estate. The refunds were not 
included on the estate tax return (Form 706. The IRS disagreed and mailed a notice of deficiency to the 
executor. The estate argued that a tax overpayment doesn't create a right to an income tax refund and 
that there is no property interest until the refund has been declared by the IRS. The Tax Court disagreed, 
concluding that because the estate had the right to compel the IRS to issue a refund, its value must be 
included in the decedent's gross estate. (Estate of Russell Badgett, Jr., TC Memo 2015-226 (Tax Ct.). 

IRS Warns Tax Preparers about E-services Phishing Scam    

According to the IRS, an email is being sent to tax preparers asking them to update their e-Services 
information. This email was not generated by e-Services. The link provided in the email to access e-
Services appears to be a phishing scam to capture e-Services usernames and passwords. Additionally, 
some tax preparers have received scam telephone calls, again attempting to capture e-Services 
usernames and passwords. Tax preparers who receive such an email should not click on the link and 
ignore the phone calls.  

No Rollover Relief for IRA Distribution to Buy Partnership Interest    

On advice of his financial planner, the taxpayer had his IRA custodian issue a check payable to a 

partnership for purchase of a partnership interest, which he intended to be held by the custodian. 

However, the custodian was unable to hold the partnership interest and, as a result, issued a Form 1099-

R treating the distribution as a taxable distribution. The taxpayer learned about this nearly a year later 

when preparing his tax return. He then requested the IRS waive the 60-day rollover requirement due to 

incorrect advice from his financial planner. The IRS denied relief stating that the taxpayer's failure to 

complete a timely rollover wasn't due to any of the factors enumerated in Rev Proc 2003-16, but instead 

was due to his choice to use the IRA proceeds to fund a business 

================================================================= 

To the extent that written tax advice was present in this communication, additional issues may exist that 

could affect the federal or local tax treatment thereof. Therefore, this communication does not provide a 

conclusion with respect to such issues. With respect to issues outside the limited scope of this advice, this 

advice was not written, nor can it be used, for penalty avoidance. (The foregoing instruction has been 

added pursuant to U.S. Treasury Regulations governing tax practice effective on, or after June 20, 2005.) 


