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About Us

• Together, CBIZ & MHM are a Top Ten accounting provider
• Offices in most major markets
• Tax, audit and attest and advisory services
• Over 2,900 professionals nationwide

A member of Kreston International 
A global network of independent 

accounting firms

MHM (Mayer Hoffman McCann P.C.) is an independent CPA firm that provides audit, review and attest services, and works closely with CBIZ, a business consulting, 
tax and financial services provider. CBIZ and MHM are members of Kreston International Limited, a global network of independent accounting firms.
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Before We Get Started…

• Use the control panel on the 
right side of your screen to:
• Change your audio mode between 

Computer Audio or Phone
• Submit questions
• Download handouts

• If you need technical assistance:
• Call support at 877-582-7011
• Email us at 

cbizmhmwebinars@cbiz.com

mailto:cbizmhmwebinars@cbiz.com
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CPE Credit

This webinar is eligible for CPE 
credit. To receive credit, you will 
need to answer polling 
questions throughout the 
webinar.

External participants will receive 
their CPE certificates via email 
within 15 business days of the 
webinar.
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Disclaimer

The information in this Executive Education Series 
course is a brief summary and may not include all 

the details relevant to your situation. 

Please contact your service provider to further 
discuss the impact on your business.
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Don Reiser serves as the National Leader of the International Tax

Practice for CBIZ. He has more than 30 years experience providing

international tax consulting services to public and privately-held U.S. and

foreign-based corporations as well as foreign individuals and businesses

investing in the United States. Working closely with clients that span a

variety of industries, Don addresses a broad range of domestic and

foreign tax matters.

212.790.5724 • dreiser@cbiz.com
Don Reiser

Managing Director

Presenters

mailto:dreiser@cbiz.com
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Matt provides tax consulting and compliance services to privately held

and publicly traded business clients. He has experience in federal and

state tax planning and specializes in international tax structuring and

transaction planning.

727.572.1400 • mnicholas@cbiz.com

Matt Nicholas
Senior Tax Associate

Presenters

mailto:mnicholas@cbiz.com
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LEGISLATIVE
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Future Guidance on Tax Cuts and Jobs Act

• Section 965- Mandatory Repatriation
• Another Notice from the IRS expected shortly
• Proposed regulations may be issued by the end of the summer

• Global Intangible Low-Taxed Income (GILTI)
• Proposed regulations may be issued by the end of the summer
• Although the statute is unclear, IRS and Treasury officials have 

stated that regulations will require the Section 78 gross-up 
attributable to a U.S. shareholder’s GILTI inclusion to be included 
in the GILTI basket for foreign tax credit limitation purposes

• Foreign-Derived Intangible Income
• Proposed regulations may be issued by the end of 2018

• Base Erosion and Anti-Avoidance Tax (BEAT)
• Proposed regulations may be issued by the end of 2018

• Section 482
• Final regulations are expected to be issued by September 2018
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ADMINISTRATIVE
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Withholding on Sales of Partnership Interests

• Under the Tax Cuts and Jobs Act, a foreign partner’s gain or 
loss from the sale, exchange or other disposition of a 
partnership interest is treated as effectively connected with 
the conduct of a U.S. trade or business (“ECI”) to the extent 
such partner would have had ECI had the partnership sold all 
its assets at fair market value

• If any portion of the gain is treated as ECI, the transferee must 
deduct and withhold 10% of the amount realized on the 
disposition   
• If the transferee fails to withhold, the partnership must deduct 

and withhold from distributions to the transferee an amount 
equal to the under-withheld amount

• On December 29, 2017, IRS issued Notice 2018-08, temporarily 
suspending the requirement to withhold on dispositions of 
certain interests in publicly traded partnerships
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Withholding on Sales of Partnership Interests

• On April 2, 2018, IRS issued Notice 2018-29, providing 
interim guidance regarding withholding on dispositions of 
non-publicly traded partnership interests
• Exceptions to Withholding

• Certifying non-foreign status
• Certifying no gain
• Certifying less than 25% ECI
• Partnership certification of less than 25% ECI
• Nonrecognition transaction

• Determining Amount of Partnership Liabilities
• Non-controlling partner certification
• Partnership certification

• Coordination with FIRPTA Withholding
• Temporary suspension of Partner Level Withholding
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OVDP Shutting Down

• The IRS has announced it will begin to shut down the 2014 
Offshore Voluntary Disclosure Program (OVDP) 

• The program will close on September 28, 2018 
• Therefore, U.S. taxpayers with undisclosed foreign financial 

assets have a limited amount of time to use the OVDP before 
the program ends
• More than 56,000 taxpayers have used one of the IRS disclosure 

programs since the OVDP initially launched in 2009
• Those taxpayers have paid a total of $11.1 billion in back taxes, 

interest and penalties 
• The number of OVDP disclosures peaked in 2011, when about 

18,000 people applied, but has steadily fallen to only 600 
disclosures in 2017

• The IRS will continue to use other tools to combat offshore 
tax avoidance, including taxpayer education, whistleblower 
leads, civil examination, and criminal prosecution
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Poll Question - 1

• Are you considering a change in your international 
structure as a result of tax reform?

1) Yes
2) No
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New LB&I International Compliance Campaigns 

• On May 21, 2018, the IRS Large Business and International Division (LB&I) 
announced the approval of 5 new campaigns on international tax 
enforcement issues

• LB&I Campaigns rolled out in 2017
• Fundamental change in the way the IRS conducts examinations given 

resource constraints
• Issue-focused coordinated approach for examining large and mid-sized 

businesses
• Goal is to improve tax return selection, identify issues representing a 

risk of non-compliance and more effectively deploy limited resources
• New International Compliance Campaigns- Focused on Nonresident aliens

• Nonresident Alien Tax Treaty Exemptions
• Nonresident Alien Schedule A and Other Deductions
• Nonresident Alien Tax Credits
• Forms 1042/1042-S Compliance
• Forms 3520/3520-A Non-Compliance and Campus Assisted Penalties
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Questions and Answers about Reporting Related to Section 
965

• Released on March 3, 2018
• Updated to reflect changes as additional guidance is 

released
• Provides guidance related to reporting Section 965 items 

on each return type
• Provided sample Section 965 statement to be attached to 

all returns of U.S. Shareholders of a specified foreign 
corporation (SFC)

• Outlined pass-through entities’ reporting responsibilities 
with respect to Section 965

• https://www.irs.gov/newsroom/questions-and-answers-
about-reporting-related-to-section-965-on-2017-tax-
returns

https://www.irs.gov/newsroom/questions-and-answers-about-reporting-related-to-section-965-on-2017-tax-returns
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Q&A: Question 2 

• How are amounts under Section 965 reported on a 
2017 tax return?

• Appendix: Q&A2 provides guidance on the specific 
places that Section 965 items should be reported as 
part of every entity type’s tax return

• Example on following slide
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Appendix: Q&A2 – Tax Return Reporting Section 965
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Q&A: Question 3

• Section 965 Transition Tax Statement required to be attached to each return of a 
U.S. Shareholder with a Section 965 tax liability.  Example at Appendix Q&A3

• Statement must contain the following:
• The person’s total amount required to be included in income under Section 965(a) of the 

Code.
• The person’s aggregate foreign cash position, if applicable
• The person’s total deduction under Section 965(c) of the Code
• The person’s deemed paid foreign taxes with respect to the total amount required to be 

included in income by reason of Section 965(a)
• The person’s disallowed deemed paid foreign taxes pursuant to Section 965(g)
• The total net tax liability under Section 965 (as determined under Section 965(h)(6), 

without regard to whether such paragraph is applicable
• The amount of the net tax liability under Section 965 to be paid in installments under 

Section 965(h), if applicable
• The amount of the net tax liability under Section 965, the payment of which has been 

deferred, under Section 965(i), if applicable
• A listing of elections under Section 965 or the election provided for in Notice 2018-13 that 

the taxpayer has made, if applicable
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Poll Question - 2

• How is your company using the profits deemed 
repatriated under the Transition tax?

1) Repatriating the funds to the U.S. as a return on 
investment
2) Repatriating the funds to invest in the U.S.
3) Deploying the funds internationally
4) Transition tax did not affect the use of offshore profits
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Section 965 Elections (Q&A Questions 4-7)

• Elections under Section 965 may only be made by 
taxpayers with a net tax liability under Section 965. 
Pass-through entities may not make elections under 
Section as they will not have a net tax liability

• Section 965(h) election to pay the net tax liability in 
installments must be made by the due date (without 
extensions) for filing the return for the relevant year 

• All other elections must be made by the due date 
(including extensions) for the filing of the return for 
the relevant year
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Method to Making an Election Under Section 965

• All elections under Section 965 must be made by 
attaching to a 2017 return a statement signed under 
penalties of perjury for each election

• Model statements are included at Appendix: Q&A7
• Statement must include:

• Name of taxpayer
• Taxpayer ID number
• Any other relevant information to the election (Ex. 

Name and Taxpayer ID of the S Corporation with which 
the deferral election under Section 965(i)(1) is made)

• Must be named using the conventions on the following 
slide
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Method to Making an Election Under Section 965

Provision 
Under Which 
Election is 
Made Title

File 
Name

Section 
965(h)(1)

Election to Pay Net Tax Liability Under Section 965 in Installments 
under Section 965(h)(1)

965(h)

Section 
965(i)(1)

S Corporation Shareholder Election to Defer Payment of Net Tax 
Liability Under Section 965 Under Section 965(i)(1)

965(I)

Section 
965(m)(1)
(B)

Statement for Real Estate Investment Trusts Electing Deferred 
Inclusions Under Section 951(a)(1) By Reason of Section 965 
Under Section 965(m)(1)(B)

965(m)

Section 965(n) Election Not to Apply Net Operating Loss Deduction under section 
965(n)

965(n)

Notice 2018-
13,
Section 3.02

Election Under Section 3.02 of Notice 2018-13 to Use Alternative 
Method to Compute Post-1986 Earnings and Profits

2018-
13
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Poll Question - 3

• What aspect of tax reform compliance has been the 
most challenging for your company?

1) Interpreting the new international provisions
2) Gathering the required information
3) Calculating the new taxes
4) Other
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Q&A: Question 8

• Form 5471 must be filed for ALL Specified Foreign 
Corporations for the 2017 tax year

• Identifying information on Page 1 must be completed
• Schedule J must also be completed
• Form 5471 instructions will be updated to reflect this 

treatment but have not been updated as of the time 
of this presentation

• Hefty fines for non-compliance
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Q&A: Question 9 – Pass-through Entity Reporting Obligations

• Domestic Partnerships, S Corporations or other pass-through 
entities must attach a statement to each K-1 that includes the 
following information for each deferred foreign income 
corporation for which the entity has a Section 965 Inclusion 
amount: 
• The partner’s, shareholder’s, or beneficiary’s share of the 

partnership’s, S corporation’s, or other pass-through entity’s 
Section 965(a) inclusion amount, if applicable

• The partner’s, shareholder’s, or beneficiary’s share of the 
partnership’s, S corporation’s, or other pass-through entity’s 
deduction under Section 965(c), if applicable

• Information necessary for a domestic corporate partner, or an 
individual making an election under Section 962, to compute its 
deemed paid foreign tax credits with respect to its share of the 
partnership’s, S corporation’s, or pass-through entity’s Section 
965(a) inclusion amount, if applicable
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Q&A – Questions 13 and 14 – Application of  Prior Year 
Overpayments and Estimated Payments 

• On April 13, 2018 the IRS added two additional questions 
and answers regarding the application of prior year 
overpayments as well as estimated tax payments to a 
taxpayer’s tax liability with and without Section 965

• Payments will first be applied to a taxpayer’s non Section 
965 tax liability 

• Remaining payments will be applied to a taxpayer’s 
Section 965 liability for the current year (if making an 
election to pay over 8 years)

• Any remaining payments will be applied to any remaining 
Section 965 liability until the entire amount of that 
liability has been paid in full
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Q&A 15, 16 & 17 – Penalty Relief

• Released on 6/4/18
• Does not change the application of overpayments as 

described in Q&As 13 and 14
• Provides underpayment penalty relief for taxpayers 

who make enough estimated tax payments to cover 
both their 1st and 2nd installments by the due date of 
the 2nd installment

• Provides late payment relief for individuals with IRC 
965 liabilities of under $1 Million

• Provides relief for late elections to pay the IRC 965 tax 
in installments for individuals who have already filed 
their 2017 returns by filing an amended return
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Notice 2018-26

• On April 2, 2018 the IRS issued Notice 2018-26, which 
announced future regulations covering the following 
topics:
• Application of Section 318(a)(3)(A) “downward 

attribution” rules to determine SFC ownership with 
respect to partnership shareholder is limited to greater 
than 5% partners

• Methodology to determine the cash position of an SFC 
that was sold, disposed, or liquidated

• Treatment of foreign taxes accrued between November 
2, 2017 and December 31, 2017 in calculating E&P
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Notice 2018-26

• Anti-Avoidance Regulations  
• Components of a non-qualifying transaction:

• Transaction occurs on or after November 2, 2017
• A principal purpose of the transaction is to reduce the 

U.S. shareholder’s Section 965 liability
• Transaction would reduce the Section liability if executed

• Examples:
• Cash reduction transactions
• E&P reduction transactions
• Pro Rata share transactions
• Accounting method change
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Notice 2018-26

• Clarifies Notice 2018-13 definition of “net accounts 
receivable” by excluding accounts receivable and 
accounts payable with a term exceeding one year 

• Provides penalty relief for underpayment with respect 
to a taxpayer’s net tax liability under Section 965

• Estimated payments do not need to account for 
amounts attributable to Section 965
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Publication 5292 

• Publication 5292 – How to Calculate Section 965 
Amounts and Elections Available to Taxpayers

• Published on April 6, 2018
• Provides overview of the Transition Tax and its 

calculations
• Provides worksheets to be used in reporting a U.S. 

Shareholder’s Section 965 inclusion amount 
• Provides overview of the elections available to 

taxpayers under Section 965 and the timing and 
method of making each election
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State Conformity – IRC 965 

• Consider each state’s “starting point” for taxable 
income

• Treatment of the 965 inclusion amount as Subpart F 
income or Dividend income

• Treatment of the 965 deduction as a dividend 
received deduction or other subtraction

• IRC 965 income inclusion in sales apportionment 
factor

• Sourcing rules for IRC 965 income
• State conformity with elections under IRC 965 

(installment payments, S Corporation deferral, etc.)
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State Conformity – IRC 965

• Illinois – includes Net 965 liability as an addition to 
taxable income and does not allow installment 
payments or S Corporation deferral

• New York – IRC 965 amounts are subject to income 
tax and should be included in the sales factor for state 
apportionment purposes

• Rhode Island – IRC amounts are subject to personal 
income taxes but should be excluded from the 
numerator when apportioning income to RI.

• Tennessee – IRC 965 amounts are not included in net 
earnings subject to TN tax. They are also excluded 
from the state apportionment formula.
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JUDICIAL
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SIH Partners LLLP. V. Commissioner, 150 T.C. No. 3

• Loans to a U.S. partnership were guaranteed by the 
partnership’s domestic subsidiaries and disregarded entities as 
well as by its two controlled foreign corporations (CFCs)

• The Tax Court, in a summary judgment decision, held that the 
U.S. partnership must include in income under Sections 951 
and 956 the amount of the loans guaranteed by the CFCs 

• Taxpayer argued that the Section 956 regulations are arbitrary 
and capricious and therefore invalid on the basis that:
• Treasury failed to engage in reasoned decision-making or to 

provide a reasoned explanation for its actions in finalizing 
those regulations, as required by the Administrative 
Procedure Act (APA)

• Section 956 regulations represent an unreasonable policy 
choice in light of the language of the statute and its 
legislative history
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SIH Partners LLLP. V. Commissioner, 150 T.C. No. 3

• Tax Court rejected taxpayer’s arguments and upheld the 
validity of the 956 regulations
• Court found that the Section 956 regulations did not 

violate the APA
• Plain text of the statute does not require Treasury to 

engage in a process of balancing or provide an analysis 
of its decision-making based on any particular factors

• Tax Court also rejected taxpayer’s argument that Section 
956(d) didn’t apply because the CFCs’ guarantees had no 
substantial effect on the ability of the U.S. partnership to 
borrow the funds

• Finally, Tax Court held that the amount included in income 
attributable to the guaranty was ordinary income and not 
qualified dividend income
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Poll Question - 4

• Which area of tax reform would you like to be 
addressed in more detail in a future webcast?

1) Transition Tax (Repatriation Tax)
2) Global Intangible Low-Taxed Income (GILTI)   
3) Foreign-Derived Intangible Income (FDII)
4) Base Erosion Avoidance Tax (BEAT)
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United States v. Dominique Colliot, D.C., Western District Texas 

• IRS had assessed civil penalties against Dominque Colliot in 
excess of $750,000 for willful failure to file FBAR forms for the 
years 2007-2010, and filed suit to obtain a judgment 

• Taxpayer filed a Motion for Summary Judgment on the ground 
that the IRS incorrectly applied the law when it calculated the 
FBAR penalties

• The current statute- 31 U.S.C. §5321(a)(5)- authorizes civil 
monetary penalties for failure to file a FBAR
• $10,000 per violation if failure not due to willful neglect
• Greater of $100,000 or 50% of the foreign account balance 

if willful failure
• Prior to 2004, the statute capped penalties for willful FBAR 

violations at $100,000, and regulations (31 C.F.R. §1010.820) 
were issued consistent with that maximum penalty
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United States v. Dominique Colliot, D.C., Western District Texas 

• The American Jobs Act of 2004 amended 31 U.S.C. §5321(a)(5) to increase 
the maximum penalties for willful failure to file an FBAR to 50% of the 
foreign account balance; however the regulations were not revised to 
reflect the new statute 

• Taxpayer argued that the IRS acted arbitrarily and capriciously by assessing 
penalties in excess of $100,000 allowed by the regulations; IRS argued that 
the regulations were superseded and invalidated by the 2004 amendments

• District Court disagreed with the IRS that the 2004 amendment to 31 U.S.C. 
§5321(a)(5) implicitly superseded or invalidated the regulations 
• Court held that §1010.820 is a valid regulation promulgated via notice-

and- comment rulemaking which caps the penalties for willful FBAR 
violations at $100,000

• Rules issued via notice-and-comment rulemaking must be repealed via 
notice-and comment rulemaking

• Court held that the IRS cannot assess FBAR penalties in excess of the 
threshold set by 31 C.F.R.§1010.820, but declined to dismiss the action with 
prejudice and ordered the parties to brief the court on appropriate next 
steps
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?
QUESTIONS
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If You Enjoyed This Webcast…

Upcoming Courses:
• 6/18: Consolidation Check-In – An Accounting for Consolidations Update 

• 7/2: Second Quarter Accounting and Financial Reporting Issues Update

Recent Publications:
• Are Qualified Opportunity Zones a Golden Opportunity for Avoiding Capital 

Gains Tax?

• 2018 Standard Mileage Rates Updated to Reflect Elimination of Miscellaneous 
Itemized Deductions

• IRS Responds to State Tax Deduction Workarounds

http://www.mhmcpa.com/Resources/Webinars/2018/Consolidation-Check-In-An-Accounting-for-Consolidations-Update-June-18.aspx
http://www.mhmcpa.com/Resources/Webinars/2018/Second-Quarter-Accounting-and-Financial-Reporting-Issues-Update-July-2.aspx
https://www.cbiz.com/insights-resources/details/articleid/6536/are-qualified-opportunity-zones-a-golden-opportunity-for-avoiding-capital-gains-tax-article
https://www.cbiz.com/insights-resources/details/articleid/6538/2018-standard-mileage-rates-updated-to-reflect-elimination-of-miscellaneous-itemized-deductions-article
https://www.cbiz.com/insights-resources/details/articleid/6535/irs-responds-to-state-tax-deduction-workarounds-article
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Connect with Us

linkedin.com/company/
mayer-hoffman-mccann-p.c.

@mhm_pc

youtube.com/
mayerhoffmanmccann

slideshare.net/mhmpc

linkedin.com/company/
cbiz-mhm-llc

@cbizmhm

youtube.com/
BizTipsVideos

slideshare.net/CBIZInc

MHM CBIZ

http://linkedin.com/company/mayer-hoffman-mccann-p.c.
http://twitter.com/mhm_pc
http://youtube.com/mayerhoffmanmccann
http://slideshare.net/mhmpc
http://linkedin.com/company/cbiz-mhm-llc
http://twitter.com/cbizmhm
http://youtube.com/BizTipsVideos
http://slideshare.net/cbizinc
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THANK YOU
CBIZ & Mayer Hoffman McCann P.C.
cbizmhmwebinars@cbiz.com
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