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Thank you. Thank you very much. Good afternoon everyone.  
 
Audience: Good afternoon. 
 
Come on. That's a little weak. Good afternoon everyone! 
 
Audience: Good afternoon! 
 
All right. That's a little better, little better. We still have some people trailing in, but we're 
going to go ahead and get started because we have a lot of information to cover. I want to 
add my welcome too to the 2016 Nationwide Tax Forum here in Chicago. Thank you all 
for coming to this plenary session on the highlights of the 2016 income tax law changes. 
Again, my name is Mike Wade, and I'm with the IRS's Wage and Investment Division 
out of Atlanta, Georgia. More specifically, I'm with the Stakeholder Partnership 
Education and Communication. We're a real small unit called SPEC. One of our key 
programs is the free Tax Return Prep Program, the Volunteer Income Tax Assistance 
Program, VITA. 
 
 
And also the Tax Counseling for the Elderly, which is primarily run by AARP Tax-Aide. 
How many of you have heard of those program, VITA or AARP Tax-Aide? Great. All 
right, let's see if we have as many hands go up this time. How many of you have had the 
opportunity to volunteer at VITA or at AARP Tax-Aide? Well, not as many, but still 
that's pretty good. I just want to take a moment here to thank you all for volunteering, 
giving up your talents, your skills, and more importantly, your time to help low and 
moderate-income individuals to get their returns prepared for free. Without you, the 
program could not be as successful as it is. All right. For those that want to volunteer, I'm 
going to put in a little plug; or if you're looking for a low-cost or no-cost opportunity to 
get 18 CE credits.  
 
 
You can get up to 18 CE credits by volunteering for VITA or for AARP Tax-Aide. If 
you're interested in doing that, just go to IRS.gov and put in "VITA" or "volunteer" and 
you'll get all of the information there. So, looking forward to seeing those that have 
volunteered in the past – I hope you have an opportunity to do it again – and for some 
new faces this year. So, thank you. All right. As I was preparing for this presentation, it 
always comes to mind, "How can you make it the most effective? How can you make it 
fantastic? What can you do?" It's always they have, "Put up the objectives; put up your 
goals." I came up with a great reach goal for this plenary session, and what I considered 
was the goal of dazzling  you with a host of code sections, acronyms, form numbers, and 
due dates. Sounds pretty attainable, right? 
 
 
Well, it may be for some of you, but I think a more realistic goal is trying not to put you 
to sleep. [Laughs] I know that most of you have just come back from lunch, but I'm still 
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going to cover a host of code sections. I'm still going to go through some acronyms, form 
numbers, and due dates, and I'm hoping that I keep meet the goal of a more realistic one 
or somewhere in between. So let me start this off by offering a brief summary of the 
topics that we're going to cover today.  
 
 
First we're going to jump right into the provision of our latest and greatest tax bill, the 
Protecting Americans from Tax Hike Act of 2015 or the PATH Act, and we're going to 
review the permanent extensions included in the legislation. Next, we're going to get 
some key items from the PATH Act that are temporary extensions. So this year we have 
permanent and for those of you that have been getting used to the temporary, we have 
those two. So you have permanent and temporary extensions. From there, we're going to 
focus on some return filing due dates including the due date for individual returns in 
2017. That may help. I'm going to give you a spoiler alert. April 15th is not April 15th 
this year. It's April 17th, or could it be April 18th, or it may be April 19th. We'll find out. 
Hang in there. Stay awake. Stay awake. We'll get in there. 
 
 
Then we're going to have a discussion on impacts of the Earned Income Tax Credit, the 
Child Tax Credit, and the American Opportunity Tax Credit provisions within the PATH 
Act. We're going to have a little bit surrounding changes to the Tuition Reporting 
requirements for institutions of higher education in 2016 and beyond, and next up will be 
information on changes to the process of obtaining Individual Taxpayer Identification 
Numbers or ITINs. Following ITINs, we'll have the recently updated section 179 back 
again, and from there, we're going to have updates on the Affordable Care Act provision. 
You didn't really think you were going to get through this without something on ACA did 
you? 
 
Audience: No. 
 
No. All right. Then we're going to move into miscellaneous category, other changes 
that'll be facing us in 2017. Finally, we're going to close with a review of a few IRS.gov 
resources that hopefully will help you with your practice. 
 
 
So, as you can see, we have a lot of stuff to cover this afternoon, and I'm going to be 
honest with you, some of this is interesting stuff. [Laughter] Some will be less than 
interesting stuff for you way over there, and then some of it is just going to be stuff. So 
let's get right into it because we've got a lot of stuff to cover. The new tax bill I noted in 
the introduction, the PATH Act was enacted by Congress on December 18, 2015. As with 
most recent tax legislation, the PATH Act had a little bit of everything. Some permanent 
changes, some temporary changes., updates to filing due dates, changes to compliance 
rules, et cetera, et cetera. Today we're going to start off with a classic tax law misnomer: 
permanent extensions. This is a tough one for me. 
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I'm not sure how we permanently extend something, but we'll give it a try. To complicate 
matters in this arena, some of the permanent extensions in the PATH Act got a clean 
extension for 2016 meaning no modifications to last year's rules. However, other 
provisions received extensions that included modifications from prior law mostly due to 
inflationary adjustments. So let's get started. First up is the permanent extension of a 
number of key credits, namely the Earned Income Tax Credit, the Child Tax Credit, and 
the American Opportunity Tax Credit. Let's start with the Earned Income Tax Credit for 
the year 2009 through 2017. The EITC was temporarily increased for tax payers with 
three or more children, and the EITC marriage penalty had been reduced by increasing 
the income phase-out range by $5,000.00. The PATH Act makes both of those provisions 
permanent moving forward. 
 
 
The Child Tax Credit: the act made permanent the threshold amount for the credit at the 
unindexed amount of $3,000.00, which had been in place since 2009 and was set to 
expire in 2017. If the threshold had not been made permanent, it would have been 
reverted back to the $10,000.00 threshold indexed for inflation. The American 
Opportunity Tax Credit, as some of you will recall in 2009 under the American Recovery 
and Reinvestment Act, the Hope Credits concept was expanded to what we know as the 
American Opportunity Tax Credit. The enhancements to the credit including expanding 
the credit to $2,500.00 per year up from $1,800.00 allowing it for up to 4 years of post-
secondary education instead of just the first two years of post-secondary education, and 
significantly raising the AGI phase-out limits to $80,000.00 for single tax payers and 
$160,000.00 for married tax payers. 
 
 
The American Opportunity Tax Credit was scheduled to lapse at the end of 2017 and 
revert back to the old Hope Scholarship Credit limitations. The new PATH Act 
legislation makes the American Opportunity Tax Credit permanent moving forward. All 
right. Let's get away from the credits and the permanent extensions, and let's talk about 
educator expenses. In previous years, elementary and secondary school teachers were 
eligible for an above-the-line deduction for school teacher expenses of up to $250.00. 
However, that provision was set to expire at the end of 2015. The PATH Act not only 
makes the educator expense deduction permanent; it also indexes that $250.00 to 
inflation starting in 2016.  
 
 
Also, beginning in 2016, it expands the eligible school teacher expenses to include 
professional development expenses in addition to the already allowable classroom 
schoolteacher supplies. That's good news for our hardworking teachers. All right, next up 
we have sales taxes. State and sales tax deductions were made permanent by the PATH 
Act. That's the option for taxpayers to claim an itemized deduction for state and local 
general sales tax in lieu of an itemized deduction for state and local income tax. This 
provision is helpful to taxpayers who live in one of the seven states without a state 
income tax. Got some extra bonus points here. No CE credits, but can anyone name the 
seven states? 
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Audience: [inaudible answer] 
 
All right, I heard some good ones. We're going to check to see if you got them all. You're 
going to have to check yourself though. 
 
 
I'm not doing any audits today or anything. So, it's Alaska, Florida, Nevada, South 
Dakota. The big one I heard a lot was Texas, Washington, and last but not least, 
Wyoming. I heard Wyoming over here. How many got all of them? We got one guy back 
here. Sir, sir, to the right of him, could you pat him on the back? [Laughter] Thank you! 
[Clapping] All seven. All right, let's discuss one the more often claimed business credits, 
the Credit for Increasing Research Activities. It received a permanent extension after 
many temporary extensions over the years. Not only was the research credit made 
permanent, but it was also modified beginning in 2016 to allow the credit to be claimed 
by more businesses. 
 
 
First, the first modification is that it allows eligible small businesses to claim the credit 
against their Alt Min Tax. The second modification while certain qualified small startup 
companies or businesses to take the research credit against their employer payroll tax 
liabilities. Those changes should help more businesses avail themselves to the benefit of 
the research credit. Finally, let's discuss the permanent extension of a key tax planning 
provision. It provides tax payers over the age of 70 and a half the ability to exclude from 
gross income, qualified charitable deductions from their individual retirement account, as 
long as those distributions are made directly to a charity. The exclusion is still capped at 
$100,000.00 per tax payer in any given year. Just as a note, this provision has been 
temporary since 2006.  
 
 
All right. Those are permanent extensions. Let's look at the temporary extensions. Just as 
you were thinking Congress was moving to only using permanent tax provisions – 
surprise. Here's a page of temporary extensions that were included in the PATH Act. This 
list will include some straightforward extensions, and there will be a couple of twists to 
keep things interesting. So let's see what we have. We're going to start with a fun one 
right off the bat. The act extends the provision for bonus depreciation for property placed 
in service between 2015 and 2019. Simple enough, right? Not so fast. The provision calls 
for a bonus depreciation percentage of 50 percent for property placed in service in 2015, 
2016, and 2017. It drops down to 40 percent for 2018.  
 
 
It takes another drop down to 30 percent for 2019. Next are a few credits that are 
impacted. The New Markets Credit was authorized for $3.5 billion and extended through 
2019. The Work Opportunity Tax Credit was temporarily extended through 2019, and it 
was modified to allow employers who hire qualified long-term unemployed individuals 
to claim the credits. A number of smaller credits were extended only for 2016 including 
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the Renewable Energy Credit, the Credit for Manufacturers of Energy-Efficient 
Residential Homes, and Credit for Nonbusiness Energy Property with a credit of 10 
percent of the amount paid up to $500.00.  Okay, so as we move down, we have where 
the act extended the discharge of mortgage debt on a qualified residence through the end 
of 2016. 
 
 
But it throws in a little bonus. It allows a debt discharged in 2017 to be taken in 2016, but 
to qualify it has to occur pursuant to a written agreement entered into in 2016. So that's 
the little twist. The PATH Act extends for 2016, the ability for tax payers to deduct 
mortgage insurance premiums as though it was interest on a mortgage debt, as long as 
that mortgage insurance was taken out after 2006, and was acquisitioned debt for a 
primary residence. For those of you with children in college, an alternative to claiming 
the American Opportunity Tax Credit or the Lifetime Learning Credit was created by 
allowing above-the-line deduction for qualified tuition and related expenses for higher 
education. This deduction was extended for 2016 with no modifications.  
 
 
Okay. For those of you with extra time on your hands, if you want to read through the 
entire PATH Act legislation, all 233 pages of it, you'll not that there were some 13 
provisions extended that I didn't go over that relate to incentives for energy, production, 
and conservation. So if you're like inkling to know what those are, take a look at the 
PATH Act, and you'll find them there. Then finally, the act extended for 2016 special 
expensing provisions for qualified film, television, and live theater productions. Live 
theater productions was thrown in, and that resulted I heard from Hamilton. I think that's 
a play somewhere, somehow, whatever. But I think it's gotten a lot of great review and 
making a lot of money, but they were really pushing to get included in this category, 
which allows in general for the first $15 million of cost to be expensed. 
 
 
So that concludes the extension part of our program.  
 
 
Let's see what we have on the next slide. Oh, return filing due dates. The IRS 
Commissioner was here yesterday and mentioned briefly about some of this during his 
presentation. We're going to talk a little bit more about it, but the PATH Act modifies the 
filing date for returns and statements related to employee wage information and non-
employee compensation, and that's in an effort to improve overall tax compliance. The 
provision requires form W-2, W-3, and returns or statements used to report non-employee 
compensation to be filed on or before January 31st.  
 
 
So W-2s, W-3s, 1099-miscellaneous for the tax year 2016 will be due by January 31, 
2017. While we're talking about W-2s and due dates, I want to take a minute to give a 
reminder of a pilot program we had last year, and it's going to be expanded this year in 
2017 with respect to the inclusion of a verification code on the W-2. Last year about 2 
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million W-2s were issued with a verification code, and the instructions had indicated to 
go ahead and put that verification code into the tax software when completing the return. 
That was to assist the IRS in validating the information more efficiently and more 
effectively. In the pilot program, if you didn't include the information, it didn't delay the 
processing of the return or anything, but it may in the future. In the first year of the pilot, 
you may be surprised at some of the results or maybe you won't be. 
 
 
The impacted tax payers for returns that were transmitted by self-prepared returns, the 
rate at which people included the verification code: 60 percent. All right, now here's a big 
bonus question. Now we turn to those returns transmitted by practitioners. What do you 
think that percentage was at? I heard 80, 20, 40. Someone said 5. That's closer. 
[Laughter] It was 4 percent. If your client gets a W-2 this year with a verification code, 
and it's going to be in different spots on the W-2 depending on who the payroll system is 
that issues the W-2, but it'll stay right in the little box, verification code. It'll have a 
number.  
 
 
Just a little gentle nudge to you all if you see that to go ahead and include that in the 
return as you're preparing it. All right, moving back to date information for tax years 
beginning after 2015. There's a modification to Internal Revenue Code § 6072, which 
provides a general rule that non-S corporate returns are due to the 15th day of the fourth 
month unless exceptions apply. This changes the due date from the 15th day of the third 
month and more in line with the individual due dates. Here's the exception: for C-corps 
with a fiscal year ending June 30th, their due date will not be modified. They'll still have 
the 15th day; however, they'll be able to avail themselves to a 7-month extension rather 
than the typical 6-month extension.  
 
 
So, 30 days' difference, but you get another 30 days on the extension. But the rationale 
for this exception has to do with a potential due date of October 15th, and that cutting 
across the end of the government fiscal year of September 30th. So that was the rationale 
for that. For S-corporation returns and partnership returns, form 1065, their due dates will 
be changing to the 15th day of the third month after the close of the year or March 15th 
for calendar year tax payers. The rationale for this change is they have the returns 
completed prior to the due date of the impacted individuals returns so that investors and 
partners can receive the reporting documentation required for their individual filing 
requirements. Finally, as I noted in the introduction, we have another little surprise this 
upcoming filing season with respect to the due date for individual returns. This seems to 
be a reoccurring theme, the due date. 
 
 
I know most of you already looked and noted that April 15th falls on Saturday in 2017. 
That's simple enough, right? Just like last year. Not so quick. Yes, we all know the 
special rule that if the due date falls on Saturday, Sunday, or a holiday, you go to the next 
day that's not a Saturday, Sunday, or a holiday to file a return. So that would make the 
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due date Monday, April 17th, right? Yeah, there's some that are smarter. They know this 
stuff all too well that the term "holiday" includes holidays that are recognized in the 
District of Columbia. For the rest of you, Washington, D.C., or for me. [Laughs] They'll 
be celebrating on the 17th, Emancipation Day. So even though it technically falls on 
April 16th, Emancipation Day, they're going to celebrate it on Monday the 17th, which 
makes that a legal holiday for tax purposes.  
 
 
So, for individuals returns, 2016 returns, the due date for all taxpayers is going to be? 
Tuesday April 18th. For the good folks, if we have any here that have traveled from 
Massachusetts or Maine, you're not getting an extra day this year for Patriot's Day. 
Everyone is due on Tuesday April 18th because Patriot's Day is being celebrated on 
Monday, April 17th. Just a little tidbit of information to close this section out, April 15th 
will not actually be April 15th for due date purposes until 2020. This is good stuff! This 
is the interesting stuff, right? You've got more time to prepare, more returns you can do. 
You can all squeeze them all in in the last weekend.  
 
 
I think I go with extensions, but whatever you like to do for that last weekend. All right. 
Now we have to take a look at the PATH Act labeled Program Integrity. The 
Commissioner touched on this a little bit yesterday. Let's discuss some of the provisions 
that will impact the refund of some of your customers or clients. As was noted earlier, 
issuers of W-2 and other income returns and statements will be required to file those 
returns prior to January 31st next year. There's section 201 of the PATH Act that 
mandates additional time for the IRS to review refund claims that are based on Earned 
Income Tax Credit and the refundable portion of the Child Tax Credit. We're doing that 
in order to reduce fraud and improper payments. So therefore, in 2017 the IRS is not 
permitted to issue a refund prior to February 15th if the tax payer claimed an Earned 
Income Tax Credit or additional Child Tax Credit.  
 
 
The IRS is going to use this additional time to review the income data received before the 
refund is issued, and here's some additional information. These are the official statements 
that I'm going to give you regarding this as far as the refunds being held. To comply with 
the PATH Act, the IRS will hold refunds on EITC and ACTC-related returns until 
February 15, 2017. This allows additional time to help prevent revenue loss due to 
identity theft and fabricated wages and withholding. The IRS will hold the entire refund 
under the PATH Act. The IRS is not authorized to release part of the refund that is not 
associated with the EITC or ACTC. Tax payers should file as they normally do, and tax 
return preparers should also submit returns as they normally do. The IRS will begin 
accepting and processing these returns once the filing season begins, as we do each and 
every year. 
 
 
That will not change. The IRS still expects to issue most refunds during the filing season 
within 21 days, though the IRS will hold refunds for EITC and ACTC returns until 
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February 15th, and then start issuing refunds after that date. All right. Continuing with 
the impacts related to the Earned Income Tax Credit, the PATH Act prohibits an 
individual from retroactively claiming Earned Income Tax Credit by amending a return 
or by filing an original return if they failed to file for any prior year in which they did not 
have a valid Social Security Number. In a similar provision, the PATH Act prohibits an 
individual from retroactively claiming the Child Tax Credit and the American 
Opportunity Tax Credit by amending a return or by filing an original return if they failed 
to file –  
 
 
for any prior year in which the individual qualifying child or student did not have an 
ITIN. Okay? Also contained within the program integrity section – you're going to like 
this one – is the due diligence requirement for paid preparers. Form 8867, which will be 
changing in content and name to the Paid Preparer's Due Diligence Checklist. For tax 
year 2016, the form will actually be streamlined starting with a series of questions 
pertaining to three credits, three key credits. Can you guess what they are? I think it's 
going to be EITC, ACTC, and American Opportunity Tax. After the initial high-level 
questions, there's going to be individual sections on each of those three credits. The EITC 
will have two questions. The Child Tax Credit will have three questions. 
 
 
And it will finish with the American Opportunity Tax Credit that'll just have one 
question. If you're interested in looking at that form, it is in draft stage right now. You 
can go to IRS.gov/draftforms and take a peek at it before it's finalized. Again, that's the 
updated form 8867, Paid Preparer's Due Diligence Checklist. Finally, in the section the 
PATH Act Expense, the rules under current law which bars individuals from claiming the 
Earned Income Tax for ten years if they are convicted of fraud and for two years if they 
are found to have recklessly or intentionally disregarded the rules. This also applies to – 
you guessed it – the Child Tax Credit and the American Opportunity Tax Credit. This 
section also provides the IRS with math error authority, which permits the IRS to 
disallow improper credits without a formal audit if the taxpayer claims a credit in a 
period –  
 
 
in which they are barred from doing so due to fraud or reckless or intentional disregard.  
 
All right. Moving forward, we're going to talk about tuition reporting and this is just an 
awareness thing. The first bullet notes that the provision that reforms the reporting 
requirements for the 1098-T Tuition Statement, educational institutions are required to 
report only qualified tuition and related expenses that are actually paid rather than 
choosing between the amounts paid and the amounts billed as the current law suggests. 
They're also going to have to include the Employer Identification Number of the 
institution so that that can be used for the form 8863 for the education credit.  
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The educational institutions said it would be difficult if not impossible for them to do it 
for this year, so it's going to be delayed for one year. So it's not going to take place until 
2017. So this is an awareness thing with tuition reporting. It's going to change with those 
two items, but it's not going to take place until 2017.  
 
In a related provision, the PATH Act has added the requirement that any tax payer 
claiming the American Opportunity Tax Credit must report Employer Identification 
Number, as I mentioned. So look for that. That's going to have to be in there. New ITIN 
rules, the form W-7. Let's talk about those a little bit. For those individuals who were 
issued ITINs prior to 2013, their ITIN will expire unless it is properly renewed within 
accordance to a staggered schedule for renewal between the year 2017 and 2020. 
 
 
That schedule is not out yet, but we will be posting that on IRS.gov and through other 
venues to let you know when that schedule is out. It's still a work in progress. For those 
individuals who have ITINs that were issues after 2012, they too will be required to 
renew their ITIN in future years. However, in the case of ITINs issued after 2012, the 
format for renewing the ITIN in question will be done by filing a tax return using that 
ITIN. Additionally, for all ITINs, if they were to file a tax return for three consecutive 
years will cause the ITIN to automatically expire, and a new ITIN application will be 
required. With respect to that application process for ITINs moving forward, the act 
allows the continuation of the current procedures. 
 
 
It allows the issuance of an ITIN if the individual provides the documentation that's 
required by the IRS, and they can do that either in person to an IRS employee or to a 
community-based certified acceptance agent or by mail. Then finally, on the new ITIN 
rules for W-7, it's noted that the requirements related to support documentation for the 
ITIN application have not changed. That means any and all required support 
documentation must be provided in the original format or via certified copies.  
 
 
All right. We're going to move back to business expense deductions covered by the 
PATH Act. Here's our perennial favorite, section 179 Expense Deduction. First, section 
124 of the act permanently extends the Small Business Expensing Limitation and phase-
out amounts that were in effect from 2010 to 2014. 
 
 
Specifically, an expense limit of $500,000.00 and phase-out amount of $2 million. 
Without this provision, the amounts would have been $25,000.00 expense limitation and 
$200,000.00 phase-out. In addition to permanently extending the expense limits and 
threshold amount, the act also modifies both of these amounts moving forward by 
indexing them to inflation for 2016 and beyond. Other impacts from the PATH Act on 
179 Expensing is the permanent extension of the special rules that allow expensing of 
computer software and qualified real property including qualified lease hold 
improvement property, qualified restaurant property, and qualified retail improvement 
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property. But they added another one, so also now covered are air conditioning and 
heating units.  
 
 
Finally, it's noted the election to change accounting procedures related to the expanded 
section 179 Expenses as required by the updated repair regulations that were issued back 
in 2014. Those can be revoked, but please inform your clients that the revocation is 
irrevocable moving forward.  
 
 
All right. I mentioned this in the introduction. We've got some ACA stuff. Can't make it 
through one of these without ACA. Sorry about that. The good news though is that there's 
– it's pretty straightforward compared to prior years. So that's the good news. So let me 
give you the rest of the news. The most impactful change for the Affordable Care Act for 
2016, and that's the statutory increase in the individual shared responsibility payment.  
 
 
That's for those taxpayers that don't have minimum essential coverage or have an 
exemption from coverage for any or all parts of 2016. Just a quick refresher, the 
individual shared responsibility payment, it's the greater of two amounts. One is the 
percentage of the taxpayer's household income, and the other is a flat amount. So you're 
looking at those two and taking the greater off. So, for 2016 and subsequent years, the 
applicable percentage used for computation related to that taxpayer's household income is 
2.5 percent. It was 2 percent last year. It's 2.5 percent this year and going forward. The 
flat dollar amount has also gone up for 2016. It's going to be $695.00 for an adult. That's 
a significant increase from $325.00 last year. That flat dollar amount will be indexed to 
the cost of living in years for 2016 and going forward.  
 
 
Two quick notes on the flat dollar amount. Children under the age of 18 at the beginning 
of the month, their rate is half of the adult rate. So it's $347.50, and there's a family 
maximum with respect to the flat dollar amount, and for 2016 that family limit is 
$2,085.00. That's up from $975.00 last year. A quick reminder on how to obtain 
additional information on any and all questions related to ACA for tax purposes, go to 
visit IRS.gov/ACA. For clients that are needing information on health insurance options, 
how to purchase health insurance, how to qualify for financial assistance to purchase 
health insurance, please direct them to healthcare.com, that's the website for HHS. Then 
one final note on ACA-related information.  
 
 
For those clients needing information on obtaining health coverage through the Health 
Insurance Marketplace, the open season for benefits starting in January of 2017, that 
opens November 1, 2016, and closes on January 31, 2017. We don't anticipate that there's 
going to be any expansion of those dates. So if you have clients that are in need of health 
insurance, please let me them about the open season.  
 



 Highlights of 2016 Income Tax Law Changes Page 11 of 15 
 

 

www.verbalink.com  Page 11 of 15 

 
All right. Next is our catch-all. Ooh, wow. [Laughter] We had someone who knew what 
they were doing with PowerPoints on this one. All right, but we're going to call them 
other changes. This first one is an interesting one. It's the modification to the treatment of 
income received by individuals received as compensation for wrongful incarceration. The 
PATH Act provides for the exclusion from gross income of any civil damages, 
restitution, or other monetary rewards that an individual receives that's constant – easy 
for me to say – compensation for the wrongful incarceration. 
 
 
But this one has a twist. Hang in there, it's got a twist. For the bulk of the remainder of 
2016, actually through December 17, 2016, the statute of limitations has been waived 
completely. All right? Statute of limitations is waived completely through December 17, 
2016, meaning that a taxpayer who included such payments and income in any prior year, 
any prior year where they had income for wrongful incarceration that they reported, those 
returns can be filed and amended. Please note that after December 17th, that's one year 
after the act was put into place, the 3-year statute of limitations will come back into play. 
All right.  
 
 
Let's take a couple of annual form 1040 adjustments related to inflationary adjustments. 
First up is the standard deduction for 2016. There is virtually no change. Levels for single 
are still at $6,300.00, married filing separate $6,300.00, married filing joint and 
qualifying widowers $12,600.00, all staying the same. The only status with a change is 
head of household. It's going to increase by $50.00 to $9,300.00. With respect to the 
amounts deducted for each exemption claim, that's going to increase by $50.00 for 2016. 
So we're up to the new deduction amount of $4,050.00. Contribution limits for 401(k)s 
and 403(b) plans remain the same. They're unchanged for 2016 as well as the catchup 
contributions for those over 50. Those remain at $6,000.00. The contribution limit for 
simple retirement plans remains unchanged. 
 
 
We got a pattern going here. Contributions for traditional IRA and Roth IRAs remain 
unchanged at $5,500.00 with the same catchup contribution limit of $1,000.00. There's 
been a modest increase in the income limits for individuals funding traditional and Roth 
IRAs. That's gone up $1,000.00. Then finally, the threshold for taxable incomes that fall 
into 39.6 percent tax bracket, I think that's at the top, somewhere near the top. The 39.6 
percent tax bracket increased at $233,475.00 for married filing separate, $415,050.00 for 
single, $441,000.00 for head of household filers, and $466,950.00 married filing joint 
returns. Those are all increases of about $2,000.00.  
 
 
You'll recall from the temporary days of the patches for Alternative Minimum Tax, they 
were put in the past with the passage of the American Tax Relief Act in 2014, but in 
2016, the key issues, the change to the AMT exemption amounts and the AMT phase-out 
income limits, both of which are indexed to inflation as the part of the permanent 
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changes. The AMT exemption amount increases slightly. It's going up by $300.00 for 
single taxpayers and $400.00 for married. The phase-out limits have increased by about 
$500.00 for single and $800.00 for married filing joint taxpayers. All right, I've got 
another bonus question. Are you ready? That guy back there in the red shirt, he can't get 
this one. Form 8835. What is form 8835?  
 
Audience: [inaudible comment] 
 
 
That's what I said. [Laughter] All right. It's the Renewable Energy Refined Coal and 
Indian Coal Production Credit form. I don't want any of you leaving here today saying 
you didn't learn something new. This is good stuff. For those of you that might have this, 
there were changes to the allowable rates for each of the various credits. If that impacts 
you or one of your clients, go to IRS.gov. For the draft form, it'll show you those amounts 
at IRS.gov/draftforms, and you can get all of the information there. Finally, another form 
impacted by inflationary adjustments, the Form 8839. As most of you know, this is for 
Qualified Adoption Expenses. This is an expense that has seen significant increases over 
the past several years due to legislation and inflationary adjustment.  
 
 
But for 2016, the adjustment is just minor. It's just $60.00, but it brings the allowable 
qualified adoption expenses limit up to $13,460.00. As I said, all of these modest 
increases were due to inflation index being relatively flat for the year. So I guess that's a 
good thing. From that perspective, it may not be so good as far as other things. All right. I 
hope that's enough about dollar amounts. I think it's enough for me as far as the dollar 
amounts. I hope you all wrote those down or have a fantastic memory, but just in case 
you don't, if you don't have the memory – mine seems to be slipping every day – we have 
some resources that you can go to look these up. Let me review just a couple that may 
help you in your practice. 
 
First is the one we mentioned several times, the IRS.gov/draftforms. It's a great site to get 
sneak peak at draft forms. They're not on the regular tax form page. You have to go to 
draft forms. The instructions with those forms come up a little later in the year, and 
please, please if you do avail yourself to looking at the draft forms to get prepared for the 
upcoming filing season and the instructions, don't file them. Don't file draft forms. 
[Laughter] On all of them, they have a big thing that says "draft form" so if you have a 
question about it and you see "draft form" anywhere on there, don't file it. The next one 
that we have on there is the irs.gov/taxmap. I mentioned this last year, and I know it was 
mentioned here also. It pulls all of the information from IRS.gov and the IRS tax form 
instructions and publications by topic. 
 
 
So that you can virtually see all of the IRS guidance on one topic in one place. There's 
also a specialized topic area there for the Affordable Care Act and for international tax 
issues. I'm losing some people. They're running to on me! I'm going to have to have 
another bonus question for CE credits or something. [Laughter] But anyway, give it a try. 
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Give IRS Tax Maps a try and then, of course, if you're really looking for something in 
and need to find the Internal Revenue Code or other guidance, go to IRS.gov/irc. All 
right. So we had extensions with the PATH Act. We had both permanent and temporary. 
For those that were looking for those temporary extensions due dates W-2s W-3s, form 
1099-Miscellaneous, we're going to get those in by January 31st.  
 
 
April 15th is not April 15th until 2020. So this year we're going to try April 18th. You've 
got more time, more clients coming to you, all that fun that goes with it. Refundable 
credits: EITC, the ACTC. Refunds will not be given out on those that have those on it 
until after February 15th. Tuition reporting. Just information, but that's going to go into 
play next year. Then new ITIN rules. The three-year renewal. So make sure if you have 
clients, you know what side they're on of the 2012, as to whether they have to go through 
the staggered schedule – and that will be coming out shortly – of if they can just renew 
them by filing a return with the ITIN. We had a little bit on 179 Expense Deduction 
because we love that, but more importantly, the ACA updates. The Individual Shared 
Responsibility Payment is really going up.  
 
 
So if you have clients that don't have coverage; they don't have a coverage exemption, 
please talk to them about getting coverage, going to the Marketplace, Healthcare.gov. 
Then we had other changes just to throw them in there. So I know that was a lot of stuff. I 
hope that some of it was interesting stuff. I know that some of it was less than interesting 
stuff, but I do appreciate you all being here today. Thank you for being at the Tax Forum 
and at this plenary session. [Applause] Enjoy the rest of the Tax Forum. Thank you very 
much!  
 
[End of Audio] 
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Glossary 

 

Affordable Care Act (ACA)-  contains comprehensive health insurance reforms and 
includes tax provisions that affect individuals, families, businesses, insurers, tax-exempt 
organizations and government entities. These tax provisions contain important changes, 
including how individuals and families file their taxes. The law also contains benefits and 
responsibilities for other organizations and employers. 

American Opportunity Tax Credit (AOTC)– is a credit for qualified education 
expenses paid for an eligible student for the first four years of higher education. You can 
get a maximum annual credit of $2,500 per eligible student. 

American Recovery and Reinvestment Act (ARRA)- The American Recovery and 
Reinvestment Act of 2009 -- commonly called the “stimulus” -- was designed to spur 
economic growth while creating new jobs and saving existing ones. 

 
An Individual Taxpayer Identification Number (ITIN)– An Individual Taxpayer 
Identification Number (ITIN) is a tax processing number issued by the Internal Revenue 
Service. It is a nine-digit number that always begins with the number 9 and has a range of 
70-88 in the fourth and fifth digit. Effective April 12, 2011, the range was extended to 
include 900-70-0000 through 999-88-9999, 900-90-0000 through 999-92-9999 and 900-
94-0000 through 999-99-9999. IRS issues ITINs to individuals who are required to have 
a U.S. taxpayer identification number but who do not have, and are not eligible to obtain 
a Social Security Number (SSN) from the Social Security Administration (SSA).  

The Protecting Americans from Tax Hikes Act of 2015 (the PATH Act) - was enacted 
on December 18, 2015. The PATH Act contains several changes to the tax law that affect 
individuals, families, businesses and help safeguard against tax fraud. 

The Worker Opportunity Tax Credit)- The Protecting Americans from Tax Hikes  Act 
of 2015 (the PATH Act) retroactively allows eligible employers to claim the Work 
Opportunity Tax Credit (WOTC) for all targeted group employee categories that were in 
effect prior to the enactment of the PATH Act, if the individual began or begins work for 
the employer after December 31, 2014 and before January 1, 2020. For tax-exempt 
employers, the PATH Act retroactively allows them to claim the WOTC for qualified 
veterans who begin work for the employer after December 31, 2014 and before January 
1, 2020. The PATH Act also added a new targeted group category to include qualified 
long-term unemployment recipients. 

 

 

https://www.irs.gov/affordable-care-act/affordable-care-act-tax-provisions1
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