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codification of the economic substance 
doctrine are used as the primary revenue 
raisers in the version of the Extenders bill 
the Senate passed on March 10, thus jeop-
ardizing a quick resolution of that bill be-
tween House and Senate negotiators.

ECONOMIC SUBSTANCE 
DOCTRINE

The health care reform package codifies the 
economic substance doctrine. A transaction 
would have economic substance only if the 
taxpayer’s economic position (other than its 
federal tax position) changed in a meaning-
ful way and the taxpayer had a substantial 
purpose (other than a federal tax purpose) 
for engaging in the transaction. The provi-

sion applies to transactions entered into af-
ter date of enactment.

COMMENT. Violations are subject to stiff, 
automatically-applied penalties of 20 or 40 
percent, depending on the underlying trans-
action and level of disclosure. This no-fault 
penalty regime concerns many advisors, es-
pecially in connection with corporate and 
partnership tax planning strategies in which 
tax reduction has been an acceptable princi-
pal reason for structuring certain deals.

CORPORATE ESTIMATED 
TAX PAYMENTS

The health care reform package increases 
the required corporate estimated tax pay-

ments factor for corporations with assets of 
at least $1 billion for payments due in July, 
August, and September 2014 by 15.75 per-
centage points.

INFORMATION 
REPORTING

The health care reform package imposes 
new information reporting requirements. 
Generally, businesses that pay any amount 
greater than $600 during the year to corpo-
rate and noncorporate providers of prop-
erty and services will be required to file an 
information report with each provider and 
with the IRS.
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