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Section: 162 

Despite Having No Adjustment in Prior Two Exams, Taxpayer's Use of 

Gross Profit Method Found to Significantly Misstate Income 

Citation: Transupport, Inc. v. Commissioner, CA1, No 17-1265, 2/14/18 

A taxpayer’s appeal of a Tax Court decision upholding an IRS assessment regarding a method 

that had survived two prior IRS audit failed to win relief from the First Circuit Court of Appeals 

in the case of Transupport, Inc. v. Commissioner, CA1, No 17-1265. 

The taxpayer in this case is a wholesaler of engine and engine parts used in military vehicles.  

The issue in this case involved a portion of the business where the taxpayer bought parts in bulk 

from the U.S. Government and resold them. 

The taxpayer did not take physical inventories of this equipment to determine cost of goods 

sold, rather using a gross profit method.  As the appellate opinion explains: 

So, instead of calculating the cost of goods sold by tracking changes in its inventory, Transupport 

selected a percent profit that it claimed to make on the sale of goods and used that figure to generate its 

cost of goods sold as well as estimates of its beginning and ending inventory. Id. Transupport allegedly 

used a percent profit consistent with industry standards. See Transupport I, 2015 WL 5729787, at 

*6. Transupport's cost of goods sold "varied without explanation" from year to year, and Transupport 

kept no records indicating how it selected its gross profit percentage. 

Despite using such a “unique” system of maintaining inventories, the IRS had passed twice on 

adjusting the taxpayer’s income for the issue.  As the opinion continues: 

Transupport was audited by the IRS in 1984, and “the examining agent was aware that petitioner did 

not maintain a physical inventory of the unsold parts in its warehouse and backed into the closing 

inventory, reported in its returns, by using a percentage of sales as costs of goods sold.” Transupport II, 

2016 WL 6900913, at *2. The IRS expressed disapproval of Transupport’s methodology, but did 

not meaningfully adjust Transupport’s cost of goods sold for the years under audit. Id. Transupport was 

audited again in 1992. Id. The IRS was again aware of Transupport's practice of not taking a 

physical inventory, and again the IRS auditor did not require changes. 

This author has often heard taxpayers and advisers justify a position being taken by pointing to 

the fact the position had survived exam—and in this case had done so twice.  But any belief that 

a position surviving exam means there is no risk in continuing the position is simply not 

justified if the position itself cannot be supported under the law—and both the Tax Court and 

the appellate panel found this one could not be supported. 

The Court pointed out that the evidence presented made it clear that Transupport’s method had 

grossly understated inventory and, necessarily, had also grossly overstated cost of goods sold.  

The Court noted: 

Foote testified at trial that Transupport’s inventory was worth approximately $100 million at cost, 

while Transupport claimed to have an ending inventory worth just $1,867,257 in 2007. Transupport 

II, 2016 WL 6900913, at *2. As the Tax Court recognized in its first opinion in this case, those 

two figures “cannot be reconciled.” Transupport I, 2015 WL 5729787, at *6. A list of the parts in 

Transupport’s inventory (the “Honeywell list”) that was prepared by W. Foote, and is “reasonably 

accurate” according to J. Foote, indicated that a portion of Transupport’s inventory had an original 

http://media.ca1.uscourts.gov/pdf.opinions/17-1265P-01A.pdf
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retail value of $312,413,889. Transupport II, 2016 WL 6900913, at *4. Transupport did not pay 

the original retail price, but “[t]he lower of cost or market value of the items on the Honeywell list alone 

far exceeded the total inventory values reported on petitioner's financial statements and tax returns.” 

So how did the taxpayer attempt to justify this $98,000,000 difference in inventory?  The 

taxpayer argued that their inventory suffered from a significant amount of obsolescence.  But 

the Court found proof of that amount of obsolescence was lacking. 

But Transupport did not track or quantify that obsolescence, and the Tax Court is permitted to “bear[ 

] heavily if it chooses upon the taxpayer whose inexactitude is of his own making.” United Aniline Co. 

v. Comm'r, 316 F.2d 701, 703 (1st Cir. 1963) (alteration in original) (quoting Cohan v. Comm'r, 

39 F.2d 540, 544 (2d Cir. 1930) (L. Hand, J.)). Given the lack of evidence on obsolescence, the 

evidence demonstrating a large understatement of inventory, Foote's admissions, and that the burden of 

proof remained on Transupport at all times, the Tax Court did not clearly err by upholding the notice's 

gross profit percentage. 

No doubt the taxpayer had believed that, given its experience in prior exams, that they were free 

to use their gross profit method, since even though the IRS had objected to it in a prior exam, at 

the end of the exam the IRS did not pursue the matter.  But each exam stands on its own, and 

the fact that the IRS had failed to assess tax previously on the issue did not impact their ability 

to so on a new exam. 

While there is something to be said for “practical experience” in understanding what issues are 

and are not likely to be challenged on exam, it’s crucially import for CPAs to recognize that 

such experience does not serve to overturn the law or make it somehow inapplicable to the 

taxpayer in question.  The fact the IRS may not have applied the law in a prior exam is no 

guarantee the agency will not do so in the future. 

The CPA should also understand that taking a position that goes against the law, even though it 

survived a prior IRS exam, can expose both the CPA and the taxpayer to significant penalties. 

Section: 199A 

Section 199A Reasonable Compensation Likely Limited to S 

Corporations 

Citation: American Bar Association Tax Section Meeting, San Diego, CA, 2/9/18 

More officials from the U.S. Treasury went on the record at the American Bar Association Tax 

Section meeting in San Diego discussing their views on upcoming guidance on the Tax Cuts and 

Jobs Act.  Reports in Tax Notes detailed some of what these officials said, as well as when the 

guidance will be issued. 

Timing of Guidance 

In response to a question regarding timing of guidance, Bryan Rimmke, attorney-adviser, 

Treasury Office of Tax Legislative Counsel stated that merely because an item was not 

published in the 2017-2018 Priority Guidance Report Second Quarter update does not mean the 
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IRS is not going to issue such guidance in a reasonable time frame.  Mr. Rimmke noted that the 

18 items included in that report are those the Treasury believes can be completed by June 30.1 

However, Catherine Hughes, attorney-adviser, Treasury Office of Tax Legislative Counsel, in 

another session noted that while it is hoped to get the guidance in the priority list out by 

June 30, there is on guarantee it will happen by that date.2 

Section 199A Reasonable Compensation 

A lot of discussion has taken place around the provision in IRC §199A(c)(4) regarding 

“reasonable compensation.”  As written the provision reads as follows: 

(4) Treatment of reasonable compensation and guaranteed payments 

Qualified business income shall not include— 

(A) reasonable compensation paid to the taxpayer by any qualified trade or business of the 

taxpayer for services rendered with respect to the trade or business, 

The Senate Committee report that described the provision had specifically referenced S 

corporation reasonable compensation, but the S corporation reference never made into the final 

law.  That has lead to some speculation that the IRS could expand the term to cover other 

entities, such as partnerships and proprietorships, and reduce their qualified business income by 

a similar amount. 

The same Tax Notes article quotes Dana Trier, Treasury deputy assistant secretary for tax policy 

as stating that while the language would allow Treasury to take such a step, he and those 

working with him on this issue do not intend to take such a step.  He cites conversations with 

Congressional staff members who worked on the legislation as supporting the belief that the 

“reference to reasonable compensation is not an indication to redo the law of reasonable 

compensation” which remains related to S corporations.  He indicated that this plan would only 

change if someone above him ordered him to look at this differently.3 

However, in an article published by Bloomberg Tax, Bryan Rimmke, an attorney-adviser in 

Treasury’s Office of Tax Legislative Counsel speaking at a different session of the ABA Tax 

Section Conference, gave the impression that a decision was yet to be made on the issue. 

The Bloomberg article quoted Mr. Rimmke as saying “We have gotten a number of comments 

about whether the statute intends in any way for that to be expanded for sole proprietorships or 

                                                      

1 Matthew R. Madara, “No Plans to Apply Reasonable Compensation Beyond S Corps,” Tax 

Notes Today, February 12, 2018, https://www.taxnotes.com/tax-notes-today/partnerships/no-

plans-apply-reasonable-compensation-beyond-s-corps/2018/02/12/26w7y 

2 2 Stephanie Cumings, “Deductibility of Executor, Trustee Fees Under Review at IRS,” Tax 

Notes Today, February 12, 2018, https://www.taxnotes.com/tax-notes-today/estate-gift-and-

inheritance-taxes/deductibility-executor-trustee-fees-under-review-irs/2018/02/12/26w6b 

3 Matthew R. Madara, “No Plans to Apply Reasonable Compensation Beyond S Corps,” Tax 

Notes Today, February 12, 2018, https://www.taxnotes.com/tax-notes-today/partnerships/no-

plans-apply-reasonable-compensation-beyond-s-corps/2018/02/12/26w7y 
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for partners in partnerships” and then stating “How far we may extend that is to be 

determined.”4 

Other Section 199A issues discussed in Mr. Trier’s session as being likely candidates for 

inclusion in guidance included: 

• Anti-abuse rules to address attempts to push income into the qualified business income 

category not meant to be there, in particular noting a situation where employees are 

made into partners to give them access to the 20% deduction. 

• How a “trade or business” will be defined and if there will be groupings allowed.  

Trust and Estate Income Tax Issues 

Another area of concern raised related to whether, under the provisions of IRC §67(g), fiduciary 

and executor fees could have been rendered not deductible to trusts and estates.   

IRC §67(b) defines “miscellaneous itemized deductions” by exclusion, including all “itemized 

deductions” other than those carved out under that provision.  IRC §63(d) defines “itemized 

deductions” as those other than deductions: 

• Allowed in arriving at adjusted gross income 

• Deduction for personal exemptions and 

• The deduction under IRC §199A 

The concern is that fiduciary and executor fees are not deductions allowed in arriving at 

adjusted gross income in IRC §62.  Rather, those fees for a trust or estate are indirectly allowed 

as a deduction in arriving at adjusted gross income of a trust or estate by IRC §67(e).  That 

provision provides that “deductions for costs which are paid or incurred in connection with the 

administration of the estate or trust and which would not have been incurred if the property 

were not held in such trust or estate…shall be treated as allowable in arriving at adjusted gross 

income.” 

IRC §67(g), as added by the Tax Cuts and Jobs Act, reads: 

(g) Suspension for Taxable Years 2018 Through 2025 

Notwithstanding subsection (a), no miscellaneous itemized deduction shall be allowed for any taxable 

year beginning after December 31, 2017, and before January 1, 2026. 

Some, though not this author, have raised concerns that the above language can be read to 

mean that such fees are “miscellaneous itemized deductions” by testing for the exclusion using 

the individual test only. 

Catherine Hughes, attorney-adviser, Treasury Office of Tax Legislative Counsel, indicated at 

that same American Bar Association Tax Section meeting that the IRS expects to issue guidance 

                                                      

4 Laura Davison, “Treasury Mulls Applying Reasonable-Compensation Rules to Partners,” 

Bloomberg Tax, February 9, 2018, https://www.bna.com/treasury-mulls-applying-

n57982088602/?trackingcode=BTAX234AA&utm_medium=bnacorporatesocial&utm_source

=twitter&promocode=BTAX234AA  

https://www.bna.com/treasury-mulls-applying-n57982088602/?trackingcode=BTAX234AA&utm_medium=bnacorporatesocial&utm_source=twitter&promocode=BTAX234AA
https://www.bna.com/treasury-mulls-applying-n57982088602/?trackingcode=BTAX234AA&utm_medium=bnacorporatesocial&utm_source=twitter&promocode=BTAX234AA
https://www.bna.com/treasury-mulls-applying-n57982088602/?trackingcode=BTAX234AA&utm_medium=bnacorporatesocial&utm_source=twitter&promocode=BTAX234AA
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on this issue fairly soon.5   This author would be very surprised if the IRS did not allow such a 

deduction and would also expect a challenge to that position if the IRS did attempt to take that 

position in its guidance. 

However, another issue for consideration is whether excess deductions on termination flowing 

from a trust or estate would be miscellaneous itemized deductions for the beneficiary even 

though they weren’t for the trust or estate—that is, does the fact the underlying deduction 

giving rise to the excess deductions on termination are not miscellaneous itemized deductions at 

the trust/estate level “protect” them from disallowance under IRC §67(g). 

Ms. Hughes indicated that this is an issue they have not yet made a determination on.6 

Section: 1061 

IRS to Issue Guidance to Shut Down Attempts to Evade Carried Interest 

Rule via S Corporations 

Citation: Testimony of Treasury Secretary Steve Mnuchin, Senate Finance 

Committee, 2/14/18 

More information has emerged regarding upcoming IRS guidance on issues related to the Tax 

Cuts and Jobs Act, with the Treasury official this time being the Treasury Secretary. 

In testimony before the Senate Finance Committee, Treasury Secretary Steve Mnuchin stated 

that the IRS will be releasing guidance in the next two weeks to prevent investment fund 

managers from using S corporations to side-step the three year holding period imposed on 

those holding carried interests. 

New IRC §1061 imposes a special three-year (as opposed to the standard one-year) holding 

period for sales of assets to be treated as long term capital gains for holders of an applicable 

partnership interest (generally referred to as a carried interest).  Such an interest is defined as 

“any interest in a partnership which, directly or indirectly, is transferred to (or is held by) the 

taxpayer in connection with the performance of substantial services by the taxpayer, or any 

other related person, in any applicable trade or business.” [IRC §1061(c)(1)]  

The “applicable trade or business” generally covers investment partnerships. [IRC §1061(c)(2)] 

                                                      

5 Stephanie Cumings, “Deductibility of Executor, Trustee Fees Under Review at IRS,” Tax 

Notes Today, February 12, 2018, https://www.taxnotes.com/tax-notes-today/estate-gift-and-

inheritance-taxes/deductibility-executor-trustee-fees-under-review-irs/2018/02/12/26w6b 

6 6 Stephanie Cumings, “Deductibility of Executor, Trustee Fees Under Review at IRS,” Tax 

Notes Today, February 12, 2018, https://www.taxnotes.com/tax-notes-today/estate-gift-and-

inheritance-taxes/deductibility-executor-trustee-fees-under-review-irs/2018/02/12/26w6b 
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Many observers have pointed to what appears to be a large loophole in the law—the rule does 

not apply to interests held by a corporation.  The specific wording of the provision, found at 

IRC §1061(c)(4)(A), reads as follows: 

(4) Exceptions 

The term “applicable partnership interest” shall not include— 

(A) any interest in a partnership directly or indirectly held by a corporation, … 

The provision specifically excludes any interest held “directly or indirectly” by a corporation—

and nowhere does the statute exclude S corporations from such corporations. 

Based on this, Bloomberg Tax reported that a number of such investment partnerships were 

forming entities in Delaware that would be used as S corporations holding the partnership 

interests.  The long term capital gains reported to the S corporation would still be computed 

under the standard one year rule, and then those same gains would pass out, unchanged, on the 

S corporation K-1 to the individual shareholders.  This would allow a complete end-run around 

the statute’s three year holding period. 

In testimony before the Senate Finance Committee, Secretary Mnuchin, in response to 

questions about these reports, indicated that the IRS would be issuing guidance in two weeks to 

shut down this strategy.  The Secretary indicated that he believed the IRS had the authority 

under the existing law to shut down this strategy. 

Absent Congressional action to explicitly bar the benefit to S corporations, it seems likely that 

the Secretary’s belief will be tested in court.  Those who believe the IRS may have problems 

with attempting to plug this hole without a law change point to the fact that the plain language 

of the law applies to the exemption to all corporations. 

However, a possible counter to that argument could be found in the language at IRC 

§1061(c)(1) that applies the rule to an interest held “directly or indirectly” by the taxpayer.  The 

IRS most likely would push this position would allow the agency to look to the ultimate 

taxpayer to apply this rule, thus making it unavailable to an S corporation shareholder that 

otherwise meets the criteria to trigger the three year holding period. 

Section: 1234A 

Income Received from Forfeiture of Deposits on the Sale of a §1231 

Asset Does Not Represent Capital Gains Under §1234A 

Citation: CRI-Leslie LLC et al. v. Commissioner, 147 T.C. No. 8, 9/7/16, affd CA 11, 

Case No. 16-17424, 2/15/18 

The taxpayer in CRI-Leslie LLC et al. v. Commissioner, 147 T.C. No. 8, affd CA11, Case No. 16-

17424, reported the forfeiture of $9.7 million deposits it retained when a buyer failed to close on 

the sale of a hotel property of the taxpayer as a capital gain.  The taxpayer argued that this 

treatment was the one provided for payments received for contract terminations of this sort by 

IRC §1234A. 

Many CPAs may not immediately recognize that particular reference in the Internal Revenue 

Code, though some readers may recognize that section as the one that created a bit of stir when 

http://www.ustaxcourt.gov/USTCInOP/OpinionViewer.aspx?ID=10921
http://media.ca11.uscourts.gov/opinions/pub/files/201617424.pdf
http://media.ca11.uscourts.gov/opinions/pub/files/201617424.pdf
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the Tax Court turned to in its later reversed opinion in the case of Pilgrim’s Pride Corporation v. 

Commissioner (141 TC No. 17, reversed, CA 5, 115 AFTR 2d ¶ 2015-477).   

Similar to Pilgrim’s Pride, the taxpayer argued that because, in its view, the transaction fit the 

definition found in §1234A, the result was treatment as capital gain (in Pilgrim’s Pride the Tax 

Court had ruled on a loss).  And, again, the question is whether that view of §1234A’s reach is 

correct. 

To relieve the suspense for those who can’t wait to see the details of this mysterious §1234A, 

the provision provides: 

Gain or loss attributable to the cancellation, lapse, expiration, or other termination of— 

(1) a right or obligation (other than a securities futures contract, as defined in section 1234B) 

with respect to property which is (or on acquisition would be) a capital asset in the hands of 

the taxpayer, or 

(2) a section 1256 contract (as defined in section 1256) not described in paragraph (1) which 

is a capital asset in the hands of the taxpayer, 

shall be treated as gain or loss from the sale of a capital asset. The preceding sentence shall not apply to 

the retirement of any debt instrument (whether or not through a trust or other participation 

arrangement). 

There is no question that a right or obligation had expired in this case and generated a gain of 

$9.7 million.  The IRS objected that the classification of the asset to which the right existed—

that it simply wasn’t a capital asset in the hands of the taxpayer. 

The taxpayer had been operating a hotel in the property in question, thus using the property in 

its trade or business.   

IRC §1221 is entitled “Capital asset defined” so the IRS argued this is where will find the 

definition of a capital asset.  While §1221 provides initially that any property owned by the 

taxpayer is a capital asset, it then goes on to exclude specific types of property from that 

classification.  The IRS pointed to the exception found at IRC §1221(a)(2) which excludes from 

the definition of capital assets “property, used in his trade or business, of a character which is 

subject to the allowance for depreciation provided in section 167, or real property used in his 

trade or business…”  The hotel property falls squarely within this definition, the IRS pointed 

out, rendering the property not a capital asset and, therefore, the expiration of these contract 

rights outside the reach of §1234A. 

But the taxpayer points out that the property is covered by IRC §1231.  That includes real 

property “used in the trade or business, of a character which is subject to the allowance for 

depreciation provided in section 167, held for more than 1 year, and real property used in the 

trade or business, held for more than 1 year…” which is not inventory in the hands of the 

taxpayer. 
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IRC §1231(a) provides specifically: 

(a) General rule 

(1) Gains exceed losses 

If— 

(A) the section 1231 gains for any taxable year, exceed 

(B) the section 1231 losses for such taxable year, 

such gains and losses shall be treated as long-term capital gains or long-term capital losses, as 

the case may be. 

Thus, the taxpayer argues, since the sale would have generated what was effectively a long term 

capital gain had the sale gone through, Congress must have intended to include this sort of 

property in the type covered by §1234A.  And, the taxpayers argued, the legislative history of 

§1234A supports the view that Congress had just this intent. 

The Tax Court noted that while legislative history and other evidence of Congressional intent 

may be useful in interpreting ambiguous provisions in the law, if the law itself is unambiguous 

then the law is applied as Congress wrote it, not as some evidence might suggest Congress 

intended to write the law. 

While, as the Court concedes, some commentators have referred to §1231 assets as “quasi-

capital assets,” §1221(a)(2), cited above, clearly classifies these assets as not capital assets.   

Rather, §1231 provides that, if certain conditions are met on the sale of this non-capital asset, 

the standard “ordinary gain” treatment won’t apply and the gain will be treated as long-term 

capital gains or losses. 

Based on this, the Tax Court holds: 

Since section 1234A expressly refers to property that is "a capital asset in the hands of the taxpayer" 

and no other type of property, and since property described in section 1231 is excluded explicitly from 

the definition of “capital asset” in section 1221, we must conclude that the plain meaning of “capital 

asset” as used in section 1234A does not extend to section 1231 property. We therefore are not 

convinced by petitioner's argument that the statute is inherently ambiguous. 

That doesn’t mean that a forfeited deposit on the sale of real property would never fall under 

§1234A’s rule—but it does mean how the property is used is key.  As the Tax Court opinion 

continues: 

If one looks to the plain meaning of section 1234A, it is true that the treatment of gains and losses 

from terminations of rights or obligations relating to property will depend on whether that property is a 

capital asset or is described in section 1231. Forfeited deposits from the termination of a contract to sell 

a hotel are taxed at capital gain rates if the hotel is held as a passive investment. The same forfeited 

deposits are taxed as ordinary income if the hotel is used in a trade or business. But regardless of any 

potential intellectual inconsistency in this disparate treatment, the plain meaning of section 1234A 

remains inescapable. We do not see any ambiguity in the apparent meaning of the statute. 
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On appeal the Tax Court’s holding was upheld by an Eleventh Circuit panel.  Put simply, the 

panel explains the case as follows: 

This partnership-tax case, arising in the same sphere, presents what appears to be a question of first 

impression: Is a taxpayer that contracts to sell property used in its trade or business entitled to treat as 

capital gain an advance deposit that it rightfully retains when its would-be buyer defaults and cancels 

the deal? Constrained by the Internal Revenue Code's plain (if somewhat peculiar) language, we hold 

that it is not. 

The appellate panel notes that this result may be “odd” (see the “somewhat peculiar” reference 

in the prior paragraph), but that does not mean it is not the proper result given the plain 

language of the Internal Revenue Code.  As the panel notes: 

The supposed anomalies that CRI-Leslie posits — between completed and canceled transactions, and 

between active managers and passive investors — may seem a little (or even more than a little) odd, but 

oddity is not absurdity. See, e.g., Exxon Mobil Corp. v. Allapattah Servs., Inc., 545 U.S. 546, 565 

(2005). While “[t]here is an absurdity exception to the plain meaning rule,” it is necessarily “very 

narrow,” United States v. Nix, 438 F.3d 1284, 1286 (11th Cir. 2006), and applies only when a 

straightforward application of statutory text would compel a truly ridiculous — or to use Justice Story's 

word, “monstrous” — outcome. We are not in that ballpark here — particularly given that, when the 

sale fell through, CRI-Leslie got to keep not only the $9.7 million deposit (albeit at an ordinary-income 

tax rate) but also the Radisson Bay Harbor. 

It’s very easy for practitioners to see real property §1231 asset as capital assets since, from a 

practical perspective, sales of such assets by taxpayers generate a gain that eventually is treated 

on the tax return just like it was a gain from the sale of a true capital asset.  But this case 

reminds us that the asset is not itself a capital asset—it only gets this special treatment upon 

sale, and then only when §1231 gains exceed §1231 losses. 

In this case the details of the Code section being relied upon by the taxpayer mattered—it did 

not state that it applied to assets where a gain on a sale would be treated as capital, but rather 

that it applied only to related assets that were capital assets in the hands of the taxpayer.  The 

Tax Court held that this was a distinction with a difference in this case. 

Section: 3401 

IRS to Release Online W4 Calculator the Week of February 19 

Citation: Steven Mnuchin, US Treasury Secretary, Testimony Before Senate Finance 

Committee, 2/15/18 

Treasury Secretary Steven Mnuchin, in testimony before the Senate Finance Committee on 

February 15, 2018, stated that the IRS will debut an online Form W-4 withholding calculator, 

updated for law changes that were part of the Tax Cuts and Jobs Act, the week of February 19, 

2018.7 

                                                      

7 William Hoffman, “Mnuchin: IRS Will Release New Withholding Calculator Next Week,” Tax 

Notes Today, February 16, 2018, https://www.taxnotes.com/tax-notes-today/tax-system-

administration/mnuchin-irs-will-release-new-withholding-calculator-next-

week/2018/02/16/26wt5  

https://www.taxnotes.com/tax-notes-today/tax-system-administration/mnuchin-irs-will-release-new-withholding-calculator-next-week/2018/02/16/26wt5
https://www.taxnotes.com/tax-notes-today/tax-system-administration/mnuchin-irs-will-release-new-withholding-calculator-next-week/2018/02/16/26wt5
https://www.taxnotes.com/tax-notes-today/tax-system-administration/mnuchin-irs-will-release-new-withholding-calculator-next-week/2018/02/16/26wt5
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The IRS had previously released revised withholding tables that employers were to begin using 

no later than February 15, 2018 to compute amounts to be withheld from employees’ wages.  

The system maintains the use of withholding allowances, though many of the underlying 

deductions have now changed. 

The revised calculators will give taxpayers one resource to help them determine what changes, if 

any, should be made to their withholding allowances on their Form W-4.   

Advisers are well aware that any W-4 calculator is, and always has been, a very rough attempt to 

approximate the proper withholding to allow a taxpayer to have approximately the amount of 

tax withheld that will be shown as due on the Form 1040 later completed for the year.   

While the calculator should do a reasonably good job for taxpayers with simple returns, those 

facing more complexity may benefit from a more thorough calculation of their expected 2018 

taxes.  Given the significant changes that are part of the Tax Cuts and Jobs Act, such a service 

may be valuable to many clients for CPAs in tax practice. 
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