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TAX INBRIEF 

UPDATED AS OF JUNE 27, 2014 

 
INDUSTRY HEADLINES 

 

 French Finance Minister Warns Would-Be Tax Evaders: June 24, 2014. 

French Finance Minister Michel Sapin briefed bankers on an updated set of guidelines for a tougher 

Franco-Swiss tax accord ahead of his June 25 visit to the Swiss capital of Bern. Switzerland will 

intensify cooperation with France and release more names and bank account details to French tax 

authorities as part of growing global movement to reduce tax evasion.  Read more here. 

 

 Inversion Fever Continues to Spread: June 21, 2014. 

Medical device maker Medtronic announced June 15 that it will purchase Ireland-based company 

Covidien and reincorporate in Ireland in the latest in a spate of tax-driven mergers known as 

inversions.  Medtronic would be the largest corporation yet to flee the U.S. tax system. Meanwhile, 

U.S. drugmaker AbbVie continues efforts to purchase Ireland-based competitor, Shire, with similar 

plans to reincorporate abroad, lowering its U.S. tax bill while allowing it to access profits currently 

held overseas without subjecting them to the U.S. 35 percent corporate rate.  Shareholders of 

Walgreens are pushing the U.S.-based drugstore chain to consider a similar move.  Read more here. 

 

 EU Finance Ministers Reach Deal to Curb Multinationals’ Tax Avoidance: June 20, 2014. 

In a step hailed as important in the overall battle to reduce corporate tax base erosion and profit 

shifting, European Union finance ministers reached unanimous agreement to revise the EU's Parent-

Subsidiary Directive to eliminate double nontaxation—a result of multinational corporations’ use of 

“hybrid loan arrangements.”  At the same time, the ministers meeting June 20 in Luxembourg 

approved a measure for the European Commission to begin an overall illegal state aid investigation 

into the use of “patent box” tax schemes that a host of EU member states have introduced to attract 

high-tech companies.  Read more here. 

 

 Groups Attack Executive Compensation Tax Deduction: June 4, 2014 

Americans for Tax Fairness and the Institute for Policy Studies released a report June 4, 2014, calling 

attention to — and harshly criticizing — the business deduction available under Internal Revenue 

Code Section 162(m) for performance-based compensation to top executives of public companies.  

While the report focuses on Walmart, it argues more broadly that compensating employees with 

performance-based stock options should not yield unlimited corporate income tax deductions.  It 

advocated for passage of legislation introduced in the House, H.R. 3970, and Senate, S. 1476, that 

would extend to $1 million limit on deductions for each executive to include performance-based 

compensation.  The report, Walmart’s Executive Bonuses Cost Taxpayers Millions, is available here. 

 

 OECD Comes to Washington: June 2, 2014. 

https://legacy.mcguirewoods.com/owa/?ae=Item&a=Open&t=IPM.Note&id=RgAAAACh%2fHMHOd2ITpMglAjMZWfNBwB%2fAJ7KvChJT4GpqjexbwBLABDiibipAAD1JXlZaEPaRITHvyLVIS6WAC8GRzVdAAAJ
http://online.wsj.com/articles/drug-maker-abbvie-proposed-merger-with-shire-was-rejected-1403239977
http://www.reuters.com/article/2014/06/20/us-europe-taxation-idUSKBN0EV11R20140620
http://beta.congress.gov/bill/113th-congress/house-bill/3970
http://beta.congress.gov/bill/113th-congress/senate-bill/1476
http://www.americansfortaxfairness.org/files/ATF-IPS-Report-Walmarts-Executive-Bonuses-Cost-Taxpayers-Millions-6-4-141.pdf
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Officials from the OECD met in Washington, D.C., June 2 – 3, for its annual international tax 

conference. Panels focused on the organization’s base erosion and profit shifting (BEPS) project and 

other initiatives and included speakers from business, the OECD and the U.S. government. Key 

topics included transfer pricing of intangibles, country-by-country reporting and the Foreign Account 

Tax Compliance Act (FATCA), among others.  Ahead of the conference, the Business Roundtable 

submitted a letter to U.S. Treasury Secretary Jack Lew airing its concerns over the OECD’s BEPS 

project and its potential interference with U.S. tax reform efforts. 

 

 FASB and IASB Release New Revenue Recognition Standards: May 28, 2014 

The International Accounting Standards Board and the U.S. Financial Accounting Standards Board 

issued sweeping new rules May 28 on how companies and nonprofit entities should recognize 

revenue.  Public companies will start to apply the new rules in January 2017. Nonpublic entities will 

have a year longer to shift to the fresh standard.  Commercial sectors that IASB and FASB believe are 

to see the most change in how revenue is reported include asset management, computer software, 

telecommunications, construction and real estate.  The updates to the accounting standards can be 

viewed here. 

 

CONGRESSIONAL ACTION  
 

GENERAL TAX 

 

 Finance Committee Stalls on Highway Bill Markup: June 26, 2014.   

A planned markup of a bill to fund the dwindling Highway Trust Fund through the end of the year 

didn’t happen on June 26, though bipartisan negotiations will continue during the July 4th recess with 

hopes that Republicans and Democrats in both houses of Congress will be able to agree to a set of 

offsets to pay for the nearly $8 billion bill.  One of the offsets in the modified Chairman’s Mark 

includes a $3.7 billion provision to accelerate the tax schedule on inherited retirement accounts, 

known as “stretch IRAs.”  Meanwhile, the House has indicated it prefers using “pension 

smoothing”—letting companies pay less into pensions now and therefore paying more in taxes 

upfront—as an offset for the highway bill.  Read more here. 

 

 Ways & Means Advances Education Tax Bill: June 25, 2014.   

Two bills to revise and extend more than $200 billion in tax benefits for education and child tax 

credits advanced through the House Ways and Means Committee on June 25 along party-line votes . 

Republicans and Democrats on the panel argued over paying for the provisions, continuing a theme 

that has played out in recent months as legislation has moved through the committee. The education 

measure (H.R. 3393) would consolidate four higher education tax breaks. The child tax credit 

legislation (H.R. 4935) would index the $1,000 child tax credit for inflation, raising the phaseout level 

for joint filers to $150,000, and index that threshold to inflation. 

 

 Bill to Repeal Inheritance Taxes Gains Momentum in House: June 18, 2014.   

A House bill to repeal inheritance taxes has attracted enough co-sponsors to potentially pass.  The 

legislation (H.R. 2429), sponsored by Rep. Kevin Brady (R-TX), would eliminate estate and 

generation-skipping transfer taxes.  It would also make permanent the maximum 35 percent gift tax 

rate and a $5 million lifetime gift tax exemption, adjustable for inflation.  The bill now has 221 official 

backers, and Brady said he hopes to move it forward. 

 

 Calls for Repatriation Tax “Holiday” to Pay for Highway Bill: June 10, 2014 

Senate Republicans and Democrats floated the idea of a temporary repatriation tax “holiday” as a 

way to spur U.S. multinationals to bring back cash stored overseas and raise enough revenue to 

revive the dwindling Highway Trust Fund.  But the Senate’s top tax writers have objected to the 

http://images.politico.com/global/2014/06/01/brt_beps_letter_5-30-2014_final.html
http://www.fasb.org/jsp/FASB/Page/SectionPage&cid=1176156316498
http://blogs.rollcall.com/wgdb/finance-committee-pauses-highway-markup-to-negotiate-patch-with-house/?dcz=
http://axp.zedo.com/asw/pfr/305/1876279/2/o.html?cdm=xads.zedo.com&a=1876279&x=3869&g=172&c1=305009764&c2=305009764&i=0&n=305&s=2065&1=20&2=1&tg=1404122627&vr=2&m=2&w=49&os=3&p=8&h=1264570&f=1640123&b=30&o=20&y=49&v=1&t=i&u=GuSdHV8uSDig8tssjEVvTQ**~061314&z=0.7044316463956121&mb=29&dm=.zedo.com&pt=Advertisement&q=&sk=&l=&cd=&adm=c13.zedo.com&r=2&ldm=l1.zedo.com&exp=0&cm=&tt=0&wm=Transparent&dnt=0&tsad=0&p1=&p2=&p3=&p4=&p5=&prfl=&ct=0&awd=axp.zedo.com&cl4=false&ce=UTF-8&tz=-05_00&rc=0&csv=0&atd=1
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proposed holiday, and the Joint Committee on Taxation released a report June 10 concluding that the 

one-time tax break would actually reduce revenues by more than $95 billion over 10 years. Chairman 

Ron Wyden and Ranking Member Orrin Hatch also announced they would not support the holiday 

outside the context of comprehensive tax reform.  Read more here. 

 

 

 

TAX EXTENDERS 

 

 Tax Extenders Off Table Until Lame Duck: June 3, 2014. 

Senate Majority Leader Harry Reid (D-NV) admitted to reporters on June 3 that the Senate’s $85 

billion package giving the currently expired tax extenders a two-year lease on life will be sidelined 

until after November’s midterm elections.  Read more here. 

 

 Ways & Means Reports Out Permanent Bonus Depreciation, Charitable Extenders: May 29, 2014. 

The House Ways & Means Committee on May 29 marked up and favorably reported out six tax bills, 

including a nearly $300 billion proposal to permanently extend the currently expired “bonus 

depreciation” provision, which allows businesses to write off 50 percent of certain capital 

investments right away.   The committee also voted to permanently extend three currently expired 

“extender” provisions related to charitable contributions. The results of the markup are available 

here. 

 

 Senate Fails to Pass Extenders Package: May 15, 2014. 

Despite broad bipartisan support in the Senate for a two-year extension of more than 50 individual 

and business tax breaks known as extenders, the bill failed to rally enough votes to end debate and 

proceed to a vote on passage. In the days leading up to the failed cloture vote, Republican senators 

complained about the Democratic leadership’s refusal to allow amendments to be added and debated 

on the floor, including an amendment that would repeal the medical device tax. More than 150 

amendments were filed on the bill, but Senate Majority Leader Harry Reid blocked consideration of 

any amendments.  Talks reportedly continue between Senate Finance Committee Chairman Ron 

Wyden (D-OR) and Ranking Member Orrin Hatch (R-UT) in an attempt to agree on an acceptable 

package of amendments, but it appears increasingly likely that passage of the extenders will be 

delayed until after the midterm elections.  Read more here. 

 

 House Passes Permanent R&D Credit: May 9, 2014 

The House voted 274-131 on May 9 to approve H.R. 4038, which would renew, simplify and make 

permanent the tax credit for research and development — the most costly of all the expired business 

tax provisions known as “extenders” and just one of the six tax extenders reported out of a Ways & 

Means Committee markup at the end of April. The bill is projected to cost $156 billion over the next 

decade and is not offset by spending cuts or tax hikes elsewhere — a fact that House Democratic 

leaders seized upon in their opposition to the bill and the White House cited earlier in the week when 

it threatened to veto the bill if it came to President Obama’s desk.  Read more here. 

 

 Ways & Means Advances Package of Business Tax Extenders: April 29, 2014 

The House Ways & Means Committee marked up six tax bills to permanently extend select business 

tax provisions, including the research and development credit (R&D), the Subpart F exemption for 

active financing income and the look-thru rule for payments between related controlled foreign 

corporations.  The Joint Committee on Taxation estimated the bill would cost $310 billion over ten 

years.  More information on the results of the markup and links to descriptions of each of the 

provisions and their revenue estimates are available here. 

 

http://www.bloomberg.com/news/2014-06-09/repatriation-tax-holiday-would-cost-u-s-95-8-billion.html
http://www.trust.org/item/20140603210500-gne6a
http://waysandmeans.house.gov/calendar/eventsingle.aspx?EventID=381254
http://www.nationaljournal.com/congress/tax-extenders-bill-blocked-by-senate-republicans-angry-about-process-20140515
http://beta.congress.gov/113/bills/hr4438/BILLS-113hr4438rh.pdf
http://www.reuters.com/article/2014/05/06/us-usa-tax-research-idUSBREA4510T20140506
http://waysandmeans.house.gov/calendar/eventsingle.aspx?EventID=377547
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 Ways & Means Exhibits Restrained Approach to Extenders: April 8, 2014 

House Ways & Means Committee Chairman Dave Camp (R-MI) held the first in a series of hearings 

on his tax reform discussion draft on April 8.  The hearing focused on the handful of business tax 

extenders that the retiring representative included and either made permanent or provided for long-

term extensions in his tax reform discussion draft released February 26, 2014. 

 

 Senate Finance Committee Marks Up Extenders Package: April 3, 2014 

The Senate Finance Committee reported out a bipartisan package Thursday, April 3, 2014, that if 

enacted would extend a potpourri of expired and soon-to-expire tax breaks through the end of 2015. 

All but two of the 55 traditionally extended provisions made it into the package. Senate Majority 

Leader Harry Reid (D-NV) has indicated that he will bring the extenders legislation to the floor 

during the May work period.  Results from the markup can be reviewed here. 

  

TAX REFORM 

 

 Portman Introduces Dynamic Scoring Bill: May 21, 2014 

Sen. Rob Portman (R-OH) introduced legislation on May 21 that would require the Joint Committee 

on Taxation to “release dynamic scores for all major tax bills as a supplement to the existing static 

estimates.” The bill, which is unlikely to be considered in the Senate while Democrats are in control, 

requires the JCT to use existing dynamic models to predict how economic growth may influence the 

impact of legislation.  According to Portman and others, static scoring is holding back major tax 

reform legislation.  Read more here. 

 

 House Republicans Concerned Over Bank Tax Proposal: March 14, 2014 

On March 14, more than 50 House Republicans sent a letter to Chairman Camp, indicating that they 

are “deeply concerned” about the proposed tax on banks contained in his Tax Reform Act of 2014 and 

the impact it would have on lending and economic activity.  

 

 Rep. Camp Releases Draft of Comprehensive Tax Reform: February 26, 2014  

On February 26, House Ways and Means Committee Chairman Dave Camp (R-MI) released his long-

awaited discussion draft to overhaul the U.S. tax Code. Even though the Chairman’s plan faces long 

odds in Congress during this 2014 mid-term election year, many components likely will serve as 

benchmarks for future comprehensive tax reform efforts. Major features of the plan include: 

o Reduction of top corporate rate to 25 percent from 35 percent, over 5 years.  

o Repeal of corporate and individual AMT. 

o Significant changes to capital cost recovery and various expenditures replaced with 

amortization. 

o Capital gains and dividends: 40 percent excluded from ordinary income. 

o Individual rate brackets reduced from seven marginal brackets to three: 10 percent, 25 

percent, and 35 percent.  

o The 35 percent rate includes a 10 percent surtax that applies to modified adjusted gross 

income (“MAGI”) above $400,000 and joint income above $450,000. 

o MAGI = current adjusted gross income less charitable contributions and domestic 

manufacturing income, plus:  

 Excluded health benefits, self-employed health deduction, Section 911 income, tax-

exempt interest, untaxed Social Security benefits, 401(k) contributions. 

o Foreign business income: 95-percent exemption for dividends received by U.S. corporations 

from foreign subsidiaries. 

 

http://www.finance.senate.gov/imo/media/doc/Results%20of%20Executive%20Session.040314.pdf
http://www.portman.senate.gov/public/index.cfm/press-releases?ID=a24543c4-22bb-4dda-87f5-121dfa9af56c
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TAX EVASION/BASE EROSION 

 

 Camp Says Anti-Inversion Bills Won’t Work: June 24, 2014. 

Narrowly written legislation to curb international, tax-driven mergers and acquisitions won't deter 

U.S. corporations from offshoring their tax residence, House Ways and Means Committee Chairman 

Dave Camp (R-MI) said at a June 24 Heritage Foundation event.  But addressing the issue of 

inversions more broadly could open the door to overhauling corporate tax laws, he said. Bills to raise 

foreign ownership thresholds to discourage the practice simply won't solve the issue on their own, 

Camp said in response to a question from the audience.  Camp said lower rates are the solution, but 

he doesn't believe corporate revisions to the U.S. tax code should be done separately from remaking 

personal tax laws.  The event can be viewed here. 

 

 Wyden Questions Treasury Over Failure to End Hedge Funds’ Reinsurance Strategy: June 12, 2014. 

Senate Finance Committee Chairman Ron Wyden (D-OR) is pressing the Obama administration over 

why the U.S. has failed to end a tax-avoidance strategy used by hedge funds.  Wyden asked the U.S. 

Treasury Department and the Internal Revenue Service what they have done to challenge funds that 

channel investments through insurance companies in tax havens as a way to lower fund managers' 

personal income tax bills.  “The department and the IRS have been aware of this loophole for over a 

decade,” and “appear to have made no progress in ending this kind of tax abuse,” Wyden said in a 

June 12 letter.   

 

 Levin Brothers Introduce Anti-Inversion Bills in House and Senate: May 20, 2014 

Sen. Carl Levin (D-MI) introduced the Stop Corporate Inversions Act of 2014  (S. 2360) on May 20, 

which would tighten the requirement for a legal inversion deal, raising the needed percentage change 

in stock ownership from 20 percent of stock being foreign-owned to 50 percent. Additionally, the new 

company would be considered domestic for tax purposes if its management and control remains in 

the U.S. and if 25 percent of its employees, sales or assets are located in the U.S.  The bill creates an 

effective date of May 8, 2014, and would last two years, enough time for Congress to solve the issue 

permanently through a comprehensive tax overhaul, Levin said.  House Ways and Means ranking 

member Sander Levin (D-MI) introduced a companion bill (H.R. 4679) in the House, though his 

legislation would make the regulatory change permanent. 

 

 Levin Goes Gloves-Off With Caterpillar: April 1, 2014 

Sen. Carl Levin (D-MI), chairman of the Senate’s Permanent Subcommittee on Investigations (PSI), 

put executives from Caterpillar Inc. and PricewaterhouseCoopers LLP in the hot seat on April 1 

during a five-hour hearing delving into Caterpillar’s international tax strategies. Executives from the 

multinational manufacturing company testified that the company pays a combined effective tax rate 

of 29 percent on both its domestic and international income, in compliance with all tax laws. 

Caterpillar is the most recent multinational firm to face PSI scrutiny over international tax practices. 

Apple, Microsoft and Hewlett-Packard have all faced similar investigations, with Levin pressing for 

stricter rules on profit shifting.  Read more here. 

 

 

AGENCY ACTION  

 

A. Agency Announcements 

 
HEDGE FUNDS 

 

 IRS Clarifies Hedge Fund Incentive Fees Impacting Investors: June  23, 2014 

http://www.heritage.org/events/2014/06/tax-reform
http://axp.zedo.com/asw/pfr/305/1876279/2/o.html?cdm=xads.zedo.com&a=1876279&x=3869&g=172&c1=305009764&c2=305009764&i=0&n=305&s=2065&1=20&2=1&tg=1404122627&vr=2&m=2&w=49&os=3&p=8&h=1264570&f=1640123&b=30&o=20&y=49&v=1&t=i&u=GuSdHV8uSDig8tssjEVvTQ**~061314&z=0.7044316463956121&mb=29&dm=.zedo.com&pt=Advertisement&q=&sk=&l=&cd=&adm=c13.zedo.com&r=2&ldm=l1.zedo.com&exp=0&cm=&tt=0&wm=Transparent&dnt=0&tsad=0&p1=&p2=&p3=&p4=&p5=&prfl=&ct=0&awd=axp.zedo.com&cl4=false&ce=UTF-8&tz=-05_00&rc=0&csv=0&atd=1
http://beta.congress.gov/bill/113th-congress/senate-bill/2360/text
http://beta.congress.gov/bill/113th-congress/house-bill/4679/text
http://www.reuters.com/article/2014/04/01/us-usa-tax-levin-hearing-idUSBREA300TP20140401
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The Internal Revenue Service issued a ruling that clears the way for institutional investors to seek 

changes to incentive fees assessed by hedge funds, which may make it cheaper for them to invest in 

such offerings.   Revenue Ruling 2014-18 clarifies that hedge funds can charge incentive fees 

cumulatively, rather than annually, without running afoul of a tax law change adopted in 2008.   

 

FATCA/ INTERNATIONAL TAXATION 

 

 Treasury Releases Updated FATCA QI Agreement: June 27, 2014.  The Internal Revenue Service 

released Revenue Procedure 2014-39, providing a long-awaited updated qualified intermediary 

agreement under the Foreign Account Tax Compliance Act.  The June 27 release of the QI agreement 

comes just days before reporting and withholding requirements under the law take effect July 1.  The 

revenue procedure also provides further guidance for QI registration and renewal under FATCA.  

Enacted in 2010, the law requires foreign financial institutions (FFIs) to report U.S. accounts to the IRS 

or face, in some cases, a 30 percent withholding tax on their U.S.-source income. 

 

 Treasury Releases New Instructions for FATCA Reporting Forms: June 27, 2014.  The Internal 

Revenue Service has released instructions for Form 1042-S, a key component of its implementation of 

the Foreign Account Tax Compliance Act for 2014.  The Form 1042-S, Foreign Person's U.S. Source 

Income Subject to Withholding, is the form withholding agents will use to report any U.S. source 

payments or withholding under FATCA and tax code Chapter 3. The release of the instructions 

comes just days before reporting and withholding requirements under the law take effect July 1. 

 

 China Agrees to FATCA Information Sharing: June 26, 2014. 

The U.S. and China have initialed an information sharing agreement that would prevent some 

payments from the U.S. from being subject to a 30 percent withholding tax.  The June 26 

intergovernmental agreement (IGA), needed to help financial institutions doing business with China 

comply with the Foreign Account Tax Compliance Act, comes just before the July 1 start date for 

FATCA compliance and makes China the last major U.S. trading partner to reach a deal with the 

Treasury Department.  More than 80 jurisdictions around the world now have FATCA agreements in 

place with the U.S.  Read more here.  

 

 IRS Issues New Guidance to Ease FATCA Reporting, Compliance for FFIs: June 24, 2014. 

New IRS guidance is expected to ease some of the compliance burdens for foreign financial 

institutions and withholding agents seeking to comply with the July 1 implementation date of the 

Foreign Account Tax Compliance Act. In Revenue Procedure 2014-38, the IRS says foreign 

institutions will no longer need to perform duplicative reporting of substantial U.S. owners when a 

participating FFI receives payments as an intermediary on behalf of a passive non-financial foreign 

entity. The IRS will also allow intermediaries that are participating foreign institutions to allocate 

payments to documented account holders that are exempt from reporting and withholding. 

 

 Voluntary Disclosure Program Expanded for Offshore Accounts: June 18, 2014. 

The IRS announced June 18 that it was expanding its streamlined offshore voluntary disclosure 

procedures for both U.S. residents and nonresident U.S. taxpayers, notably featuring lower to zero 

penalty rates than under its standard Offshore Voluntary Disclosure Program (OVDP). To qualify for 

the streamlined procedure, taxpayers must be able to certify that their noncompliance with tax filing 

requirements was non-willful.  Meanwhile, the IRS has also significantly raised the penalties for those 

who fail to come forward under the OVDP by August 4, 2014.  Taxpayers making such disclosures 

after that date will have to pay a penalty of 50 percent of an account’s value, not the current 27.5 

percent. Read more here. 

 

http://www.irs.gov/pub/irs-drop/rr-14-18.pdf
https://www.priceline.com/hotel/singlePageCheckoutResults.do?jsk=354a050a344b050a20140629122938b63010324780&plf=PCLN&key=null&spc=null&negotiatorapp=null&fromDetails=null&fromOverview=null&propId=15441204&resetRate=null&LRCD=null&LRQ=null&propID=15441204&checkInDate=07/26/2014&checkOutDate=07/28/2014&numberOfRooms=1
http://www.irs.gov/uac/About-Form-1042S
https://legacy.mcguirewoods.com/owa/?ae=Item&a=Open&t=IPM.Note&id=RgAAAACh%2fHMHOd2ITpMglAjMZWfNBwB%2fAJ7KvChJT4GpqjexbwBLABDiibipAAD1JXlZaEPaRITHvyLVIS6WAC8GRzVdAAAJ
https://legacy.mcguirewoods.com/owa/?ae=Item&a=Open&t=IPM.Note&id=RgAAAACh%2fHMHOd2ITpMglAjMZWfNBwB%2fAJ7KvChJT4GpqjexbwBLABDiibipAAD1JXlZaEPaRITHvyLVIS6WAC8GRzVdAAAJ
http://axp.zedo.com/asw/pfr/305/1876279/2/o.html?cdm=xads.zedo.com&a=1876279&x=3869&g=172&c1=305009764&c2=305009764&i=0&n=305&s=2065&1=20&2=1&tg=1404122627&vr=2&m=2&w=49&os=3&p=8&h=1264570&f=1640123&b=30&o=20&y=49&v=1&t=i&u=GuSdHV8uSDig8tssjEVvTQ**~061314&z=0.7044316463956121&mb=29&dm=.zedo.com&pt=Advertisement&q=&sk=&l=&cd=&adm=c13.zedo.com&r=2&ldm=l1.zedo.com&exp=0&cm=&tt=0&wm=Transparent&dnt=0&tsad=0&p1=&p2=&p3=&p4=&p5=&prfl=&ct=0&awd=axp.zedo.com&cl4=false&ce=UTF-8&tz=-05_00&rc=0&csv=0&atd=1
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 Treasury Official Gives Insurance Industry a ‘Heads Up’: May 30, 2014. 

The U.S. insurance industry is on notice that the international base erosion and profit shifting (BEPS) 

project recommendations, due out this fall, could have some harmful impacts on the industry, 

according to Deputy Assistant Treasury Secretary for International Tax Affairs Robert Stack. Stack 

told the Federal Bar Association’s annual insurance tax seminar on May 30 that insurance companies 

should be thinking about the tax profile in their industry and how some of the BEPS concepts “can 

rear their head” in the insurance area, according to a report by Bloomberg BNA. The BEPS project is 

an initiative of the Organisation for Economic Co-operation and Development (OECD) with a goal of 

establishing global standards on tax treaty abuses, treatment of intangibles and country-by-country 

reporting by September 2015.  

 

 FATCA Enforcement Eases Up: May 2, 2014 

The IRS and Treasury Department issued Notice 2014-33 on May 2, announcing the agency will grant 

grace periods to foreign banks that make “good faith” attempts to comply with the reporting and 

withholding requirements of the Foreign Account Tax Compliance Act, slated for enforcement 

beginning July 1, 2014. Treasury officials said foreign banks’ compliance efforts during the 2014 and 

2015 transition period will be considered when determining whether to launch enforcement actions. 

 

 IRS Releases New Version of FATCA Form: April 30, 2014 

On April 30, 2014, the IRS released a new version of Form W-8IMY, Certificate of Foreign 

Intermediary, Foreign Flow-Through Entity, or Certain U.S. Branches for United States Tax 

Withholding, intended to help U.S. withholding agents meet their responsibilities under the Foreign 

Account Tax Compliance Act (“FATCA”), set for enforcement beginning July 1, 2014. 

 

 “Killer B” Regs Slated For Revisions: April 25, 2014 

The IRS announced on April 25 that it will revisit the “Killer B” regulations to Section 367(b), which 

relate to the treatment of property used to acquire parent stock or securities in certain triangular 

reorganizations involving foreign corporations. IRS Notice 2014-32  said the agency plans to eliminate 

the deemed contribution model under the existing regulations, modify the amount of income and 

gain taken into account for purposes of applying the priority rules of section 367(a) and (b), and clear 

up ambiguities in the application of the anti-abuse rule.  A treasury official later said the notice was 

designed to curb tax-free repatriation of earnings through cross-border triangular reorganizations 

under tax code Section 367, according to BloombergBNA. 

 

 IRS Issues More FATCA Guidance: April 24, 2014 

On April 24, 2014, the IRS offered more guidance to qualified intermediaries, withholding foreign 

partnerships and withholding foreign trusts under FATCA.  The new guidance was issued via 

updates to the FATCA frequently asked questions (FAQs) and answers, available here. 

 

 IRS Releases Final Version of Important FATCA Forms: March 4, 2014  

On March 4, the IRS released final versions of several W-8 forms, which are a necessary for taxpayers 

attempting to comply with the FATCA. Specifically, the IRS released: (1) Form W-8ECI, Certificate of 

Foreign Person's Claim That Income Is Effectively Connected With the Conduct of a Trade or 

Business in the United States; (2) Form W-8BEN, Certificate of Foreign Status of Beneficial Owner for 

United States Tax Withholding and Reporting (Individuals); and (3) Instructions for Form W-8BEN. 
 

IRS PRIORITY GUIDANCE 

 

 Treasury and IRS Release Third-Quarter Update for Priority Guidance Plan: April 21, 2014 

The IRS added 19 new projects to the annual list of priorities it issues and updates quarterly.  The 

third-quarter update reflects a renewed focus on retirement benefits, including the one-per-year limit 

http://www.irs.gov/pub/irs-drop/n-14-33.pdf
http://www.irs.gov/pub/irs-drop/n-14-32.pdf
http://www.irs.gov/Businesses/Corporations/Frequently-Asked-Questions-FAQs-FATCA--Compliance-Legal#Qualified
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on individual retirement account rollovers and the procedures for issuing opinions and advisory 

letters for Section 403(b) pre-approved plans. An announcement accompanying the update said the 

agency will also focus on issues of “international taxation, health care and implementation of 

legislative changes.” 

  

 Treasury and IRS Seeks Recommendations on Upcoming Priority Guidance: March 21, 2014  

On March 21, the Treasury Department and IRS issued a notice announcing that they are seeking 

recommendations as to what should be included on their 2014-2015 priority guidance plan. Such 

recommendations should be submitted by May 1.   

 

RETIREMENT BENEFITS 

 

 Guidance Released for Windsor’s Application to Retirement Plans: April 4, 2014 

The Treasury Department and the Internal Revenue Service issued guidance April 4 in Notice 2014-19 

for application of the U.S. Supreme Court’s ruling in United States v. Windsor.  The guidance says 

qualified retirement plan operations must reflect the outcome of the Windsor as of June 26, 2013—the 

date of the court’s ruling in the case, which opened the way for federal recognition of same-sex 

marriage. A retirement plan won't be treated as failing to meet the requirements of tax code Section 

401(a) for being considered a qualified plan merely because it didn't recognize the same-sex spouse of 

a participant as a spouse before June 26, 2013.  The guidance also clarifies that retirement plans must 

come into compliance with Rev. Rul. 2013-17, which requires plans to use the state of celebration rule, 

as of Sept. 16, 2013. 

 

B. Agency Rulemaking 

 
REAL ESTATE INVESTMENT TRUSTS 

 

 (IRS) Definition of Real Estate Investment Trust Real Property 

Release Date: 5/12/14 

Comment Deadline: 8/12/14 

o The Internal Revenue Service issued proposed regulations that would clarify the definition of 

real property for purposes of the real estate investment trust (REIT) provisions of the Internal 

Revenue Code.  

o According to IRS, the new proposed regs would provide a “framework to analyze the types 

of assets in which REITs seek to invest.”  

o In a speech delivered the same day the proposed rules were announced, President Obama 

said the new rules would clarify the application of the REIT structure to renewable energy 

installations, starting with solar energy.  

 

 

CORPORATE REORGANIZATIONS 

 

 (IRS) Acquiring Corporation for Purposes of Section 381 

Release Date: 5/6/14 

Comment Deadline: 8/5/14 

o The Internal Revenue Service issued proposed regulations modifying the definition of an 

acquiring corporation under tax code Section 381 with regard to certain assets in 

reorganizations.  

http://www.irs.gov/pub/irs-drop/rr-13-17.pdf
https://www.federalregister.gov/articles/2014/05/14/2014-11115/definition-of-real-estate-investment-trust-real-property
https://www.federalregister.gov/articles/2014/05/07/2014-10500/acquiring-corporation-for-purposes-of-section-381
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o The proposed rules provide that, in a transaction described in Section 381(a)(2), the acquiring 

corporation is the corporation that directly acquires the assets transferred by the transferor 

corporation, even if the transferee ultimately retains none of the transferred assets.  

o The proposed rules are a follow-up to rules proposed in April 2012 on the allocation of 

earnings and profits in nonrecognition transfers of property from one corporation to another. 

 

 

RETIREMENT BENEFITS 

 

 (IRS) Tax Treatment of Qualified Retirement Plan Payment of Accident or Health Insurance 

Premiums (Final) 

Effective Date: 5/12/14  

o The IRS has issued final regulations clarifying the tax treatment of payments by qualified 

retirement plans for accident or health insurance.  

o The final regs reflect the general rule under Code Sec. 402(a) that amounts held in a qualified 

plan that are used to pay accident or health insurance premiums are taxable distributions, 

unless described in certain statutory exceptions.  

o The regs also provide an additional exception for arrangements under which amounts are 

used to pay premiums for disability insurance that replaces retirement plan contributions in 

the event of a participant’s disability.  

o These regs affect sponsors, administrators, participants and beneficiaries of qualified 

retirement plans. 

 

TAX ADMINISTRATION 

 

 (IRS) Comments on Final Rules for Tax Return Preparer Penalties Under Section 6695 
Release Date: 4/30/14 

Comment Deadline: 6/30/14 

o The Internal Revenue Service seeks public comment on final rules on tax return preparer 

penalties under Section 6695. 

o The final regulations (T.D. 9570), issued in December 2011, significantly modified the Earned 

Income Tax Credit penalty rules for preparers who fail to comply with due diligence 

requirements. 

o Comments should address: whether the collection of information has practical utility; the 

accuracy of the agency's estimates of the paperwork burden on taxpayers; ways to enhance 

the quality, utility and clarity of the information to be collected; ways to minimize the burden 

of the collection of information on respondents, including through the use of automated 

collection techniques or other forms of information technology; and estimates of capital or 

start-up costs and costs of operation, maintenance and purchase of services to provide 

information. 

  

C. Comment Periods Ended, Letters Received 

 
 (IRS) Withholding of Tax on Certain U.S. Source Income Paid to Foreign Persons and Revision of 

Information Reporting and Backup Withholding Regulations  

Release Date: 3/6/14  

Comment Deadline: 5/5/14  

o The IRS is issuing temporary regulations (TD 9658) that revise certain provisions of the final 

regulations regarding withholding of tax on certain U.S. source income paid to foreign 

persons, information reporting and backup withholding with respect to payments made to 

https://www.federalregister.gov/articles/2014/05/12/2014-10849/tax-treatment-of-qualified-retirement-plan-payment-of-accident-or-health-insurance-premiums
https://www.federalregister.gov/articles/2014/05/12/2014-10849/tax-treatment-of-qualified-retirement-plan-payment-of-accident-or-health-insurance-premiums
http://www.gpo.gov/fdsys/pkg/FR-2014-04-30/pdf/2014-09800.pdf
http://www.regulations.gov/#!documentDetail;D=IRS-2014-0009-0001
http://www.regulations.gov/#!documentDetail;D=IRS-2014-0009-0001
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certain U.S. persons, portfolio interest treatment for nonresident alien individuals and foreign 

corporations, and requirements for certain claims for refund or credit of income tax made by 

foreign persons.  

o Three comment letters were received, including one from the Tax Executives Institute, which 

expressed concerns over the exceptions to the definition of a “foreign financial institution” 

(FFI). 

 

 (IRS) Regulations Relating to Information Reporting by Foreign Financial Institutions and 

Withholding on Certain Payments to Foreign Financial Institutions and Other Foreign Entities  
Release Date: 3/6/14  

Comment Deadline: 5/5/14  

o The IRS and the Department of the Treasury issued final and temporary regulations that 

provide guidance under chapter 4 of Subtitle A (sections 1471 through 1474) of the Internal 

Revenue Code of 1986 (Code).  

o These regulations address reporting by foreign financial institutions (“FFIs”) with respect to 

U.S. accounts and withholding on certain payments to FFIs and other foreign entities.  

o Four comment letters were received, including comments submitted by the Tax Executives 

Institute and the International Swaps & Derivatives Association.  The comments focused on 

concerns regarding grace periods and transition allowances made while organizations work 

to comply with the complex reporting and withholding requirements under the rules. 

 

 (IRS) Definitions and Reporting Requirements For Shareholders of Passive Foreign Investment 

Companies 

Release Date: 12/31/13 

Comment Deadline: 3/31/14 

o The IRS and Treasury issued temporary regulations under IRC Sections 1291 and 1298 to 

provide guidance on determining the ownership of a passive foreign investment company 

(PFIC), the annual filing requirements for shareholders of PFICs, and an exclusion from 

certain filing requirement for shareholders that constructively own interests in certain foreign 

corporations. 

o Five comment letters were received.  The most notable among them came from the Managed 

Funds Association (MFA), which emphasized its concerns with the regulations, specifically 

that “requiring hedge funds and other funds that have made a mark-to-market election 

under Section 475(f) of the Internal Revenue Code (“475(f) funds”) to track and report 

ownership of passive foreign investment companies on Form 8621 (“PFICs”) would impose 

significant burdens on such funds without providing the Internal Revenue Service (the 

“IRS”) with meaningful information.” 

 

 (IRS) Proposed Rule on Dividend Equivalents From Sources Within the United States 

Release Date: 12/4/13 

Comment Deadline: 3/5/14 

o On December 4, 2013, the IRS issued final and re-proposed regulations on the treatment of 

dividend equivalent payments under section 871(m) of the Code.  

o The final regulations extend to January 1, 2016, the applicability of the current statutory 

framework for determining covered notional principal contract (“NPC”) payments.  

o The re-proposed regulations provide for a new delta-based approach for defining NPC 

payments made on or after January 1, 2016.  

o On March 4, 2014, the IRS announced it would amend the regulations on the treatment of 

specified equity-linked instruments (ELIs) under tax code Section 871(m) to give the financial 

http://www.regulations.gov/#!docketBrowser;rpp=100;so=DESC;sb=docId;po=0;dct=PS;D=IRS-2014-0010
http://www.regulations.gov/#!docketBrowser;rpp=100;so=DESC;sb=docId;po=0;dct=PS;D=IRS-2014-0010
http://www.regulations.gov/#!docketBrowser;rpp=100;so=DESC;sb=docId;po=0;dct=PS;D=IRS-2014-0010
http://www.regulations.gov/#!documentDetail;D=IRS-2014-0001-0001
http://www.regulations.gov/#!documentDetail;D=IRS-2014-0001-0001
http://news.bna.com/dtln/display/batch_print_display.adp?searchid=22624802
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markets more time to implement necessary changes.  The changes will limit “specified ELIs 

to ELIs issued on or after 90 days” from the date of publication. 

o Seven comment letters were filed, including letters from the Association of Institutional 

INVESTORS, the International Swaps and Derivatives Association (ISDA), the Securities 

Industry and Financial Market Association (SIFMA), the U.S. Securities Markets Coalition, 

the Managed Funds Association (MFA), the U.S. Chamber of Commerce and the Investment 

Industry Association of Canada.  The groups were generally critical of the proposed rules.  

Read more here.  

http://www.regulations.gov/#!docketBrowser;rpp=25;po=0;dct=PS;D=IRS-2012-0002;refD=IRS-2012-0002-0027

