






CLIENT UPDATE: This newsletter is issued quarterly to provide you 
with an informative summary of current business, financial, and tax planning 
news and opportunities. Do not apply this general information to your specific 
situation without additional details. Be aware that the tax laws contain varying 
effective dates and numerous limitations and exceptions that cannot be 
summarized easily. For details and guidance in applying the tax rules to 
your individual circumstances, please contact us. ©MC

Two changes to Forms 5500
Form 5500 compliance questions are 

optional. Forms 5500, the returns filed 
by employee benefit plans, include new 
compliance questions for 2015 tax years 
(returns with a due date of July 31, 2016, 
for calendar year filers). Because the ques-
tions were not approved by the Office of 
Management and Budget, the instructions 
for Forms 5500 say plan sponsors should 
skip them when completing the form.

Some Form 5500-EZ filers will need to 
file electronically. If you’re required to file 
at least 250 returns of any type with the 
IRS, including information returns (for 
example, Forms W-2 and Forms 1099), 
you may need to electronically file Form 
5500-EZ for calendar year 2015.

Business ACA credit underused
In a recent report, the U.S. Government 

Accountability Office (GAO) found that 
fewer small businesses than expected are 
taking advantage of the small employer 
health insurance tax credit. Businesses and 
tax-exempt organizations who pay at least 
50% of health insurance premiums and 
have fewer than 25 full-time equivalent 
employees with average annual wages 
below $51,800 (for 2016) are generally eli-
gible for the credit. According to the GAO,  
the number of employers who claimed the 
credit in 2014 was about 181,000, down 
from the number who claimed it in 2010.

Tax collection by the numbers
The latest IRS Data Book is available 

online at the IRS website. The book details 
IRS activities for the fiscal year ended 
September 30, 2015. Highlights include 
the collection of more than $3.3 trillion in 
gross taxes, with approximately 243 million 
tax returns and other forms processed, and 
119 million tax refunds issued totaling 
about $403 billion. �

According to recent statistics, 
your chances of being audited 
by the IRS are less than 1%.
Sound like a non-event to you? 
Don’t be lured into a false sense 
of security. The statistic is a 
blended rate covering many 
types of incomes and tax-
payers. Here are some of 
the reasons returns were 
audited. 

No adjusted gross 
income. For AGI of 
zero, audit risk jumped 
to over 5%. The IRS 
benchmarks AGI 
because it is total income 
including losses from businesses 
and investments. 

Large adjusted gross income. 
Audit risk was nearly 2% for 
returns with AGI over $200,000. 
Audit risk climbed to 16% when 
AGI was $10 million or more.

International returns. Due to 
a focus on offshore tax evasion, 
the audit rate of international 
returns was almost 5%.

Estate taxes. Approxi-
mately 8.5% of estate returns 
were audited. Gross estates of 
$10 million or more were tagged 
with a 27% audit risk.

Corporation tax. Small cor-
porations experienced up to a 
2% audit risk. The risk for large 
corporations with assets over 
$20 billion was 85%.

�y  The need 
for good records

Be aware that even if 
you don’t fit into any of these 

categories, your return may still 
be selected for audit. That’s one 

reason it’s essential to keep good 
records to support all deductions 
and credits you claim on your tax 
return for at least three years after 
filing. Examples of required 
recordkeeping include:

�y  When you deduct expenses 
for meals and entertainment, the 
written evidence must show who 
was in attendance and what 
business was discussed.

�y  A home office deduction 
must have evidence showing your 
home office is used regularly and 
exclusively as the principal place 
of business.

�y  Certain non-business property 
that you gift, donate, or intend to 
pass through your estate requires 
an appraisal.

Contact us for more information 
about tax audit issues. �

Are you in the crosshairs 
of the IRS?
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