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1.  PAYMENT OF CORPORATE ESTIMATED TAXES.
Under the Tax Increase Prevention and Reconciliation Act of 2005 corporations             

with assets of one billion dollars or more require a larger estimated tax payment in
the July August-September quarter of the years 2006, 2012 and 2013.  For 2006 a          

corporation must pay 105%  of the amount otherwise due. 
2. IRS ANNOUNCES STANDARD AMOUNTS FOR TELEPHONE TAX   REFUNDS   IR 2006-137, 8/31/06.    Taxpayers who paid the long-distance telephone tax will be allowed a refund on their 2006 return.  While standard amounts have been established for individuals, businesses must base their telephone tax refund on the actual amount of tax paid.  The period is between February 28, 2003 and before August 1, 2006.  However, the service is working with businesses to come up with a reasonable method for estimating telephone excise tax refund amounts.
3. FINAL DRAFT SCHEDULE M-3 FOR 2006. (IR-2006-114) The IRS has released final drafts of Schedules M-3 and Form 8916 for the 2006 tax year, and a new Form 8916-A, Reconciliation of Cost of Goods Sold Reported on Schedule M-3.  Schedule M-3 is filed by corporations and partnerships that have $10 million or more in assets and certain other partnerships.
4. BUSINESS VALUATION FIRM NOT “QUALIFIED PERSONAL SERVICE CORP” THEREFORE CASH METHOD NOT ALLOWED (PLR 200606020)  Taxpayer, a C corporation was a full-service valuation firm was not “engaged in the 
      field of “consulting” for purposes of the IRS code 448 “qualified personal service corporation (QPSC) exception.  While the taxpayer was in fact performing a service, it merely was composing facts and it did not make specific recommendations to its clients, or advise or not advise to take a course of action based on its findings. 
5. INTEREST DEDUCTIONS: BONA FIDE DEBT: DEBT V. EQUITY;   Indmar Products Co., Inc., v. Commissioner, Cite as 97 AFTR2d 2006-1956 4/14/06.    The tax court held that the advances made by the stockholders were equity contributions not loans.  Although advances were documented by a written instrument, and a fixed rate of interest and interest payments, shareholder admitted 
that repayment of the advances would “come from corporate profits or else the company couldn’t pay for it.”  This was one of the determining factors to which the tax court suggested that the loans were equity contributions.  However, the US court of appeals reversed judgment and found the tax court had erred in finding advances were equity, whereby the tax court ignored relevant evidence and drew unsupported inferences from its factual findings. 
6. GROSS PROCEEDS: PAYMENTS TO ATTORNEYS:  REG 1.6045-5  Effective 1/1/07;  Any pay or who makes payments of $600 or more during a calendar year to an attorney in connection with legal services (whether or not the services are performed for the pay or) must file an information return for such payments.  This final regulation will affect attorneys who receive payments of gross proceeds on behalf of their clients and will affect certain pay ors (for example, defendants in lawsuits and their insurance companies and agents) that, in the course of their trades or businesses, make payment to these attorneys. A typical scenario of one attorney receiving a gross settlement of $300,000, whereby the attorney then issues checks totaling 200,000 to other parties.   The attorney would receive a 1099 MISC – box 14 for $300,000. The attorney would then issue 1099’s for 200,000 to the other parties.
7. IRS ISSUES COMPREHENSIVE PROPSED REGS ON CAPITALIZATION OF TANGIBLE ASSETS.   IR 2006-130;  Proposed Regulations 8/18/06  1.162-4, 1.263(a)-1, 1.263(a)-2, 1.263(a)-3.  The Treasury Department and the IRS issued proposed regulations that clarify the treatment of expenditures incurred in selling, acquiring, producing or improving tangible assets. The proposed regs would clarify and expand the standards in the existing Code Sec. 263(a) regulations and provide several safe harbors and simplifying assumptions (i.e., bright-line tests, for example a 12-month rule for acquisitions and a repair allowance for improvements.)  Under the 12-month rule a taxpayer could elect to not capitalize a transaction if the “unit of property” had “economic useful life” of 12 months of less.  Under the new Repair Allowance Method (RAM), instead of determining whether an expense is currently deductible or must be capitalized, the proposed regs would permit a taxpayer to elect to treat most amounts paid for repairing, maintaining or improving tangible property as deductible cost under Code Se. 162 to the extent they don’t exceed the repair allowance for the MACRS class of the property; and as amounts that must be capitalized under Code Sec. 263 to the extent the costs exceed the repair allowance for the MACRS class of property.
8. IRS TOUTS SUCCESS OF E-FILING AFTER RECEIVING NATION’S LARGEST TAX RETURN (IR-2006-84)   The IRS announced the successful e-filing of the nation’s largest tax return by General Electric.  If GE had used paper it would have been approximately 24,000 pages long.  The size of GE’s e-filed return was 237 megabytes and the corporation received the IRS’s acknowledgement of its filing in about an hour.  Vice President and Senior Tax Counsel for GE explained it took about 30 minutes to e-file GE’s return with the IRS.
9. OMNITEC CORPORATION, ET AL. V. COMMISSIONER, TCM 2006-202. Unreported income-reconstruction of income-bank deposit method.  The basic issue of this case is which of the two corporations, Omnitec Missouri or Omnitec Nevada conducted the activity in question and, therefore, is liable for Federal income taxes on such income.  The two corporations bear an identical name:   Omnitec Corp., however, one was organized under the laws of Missouri in 1980 (originally as Orion Labs, Inc. name was changed in 1985) and one was organized under the laws of Nevada in 2000.  Leland Lammert was the incorporator of these two businesses plus a third, LV Properties, Inc.   Omnitec Nevada filed tax returns for the FYE 9/98 and 9/99, with net losses.   Omnitec Missouri did not file any tax returns for this period.  Mr. Lammert was contacted by an agent of the IRS on several occasions requesting meetings in regards to one of the tax years at issue, and all attempts by the agent were ignored by Mr. Lammert.   The IRS used the bank deposits analysis method to determine income, and traced all these deposits to a bank account under Omnitec Missouri’s EIN number.  Testimony provided by the taxpayer’s witnesses provided no evidence that they were aware that another corporation by the name Omnitec Nevada existed.  Deficiencies were determined for the FYE 9/98 of $13,983 including penalties and interest and for FYE 9/99 of $ 6,343 including penalties and interest.
