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DISCLAIMER
 This presentation and related materials are designed only to provide general information regarding

the subject matter discussed during this presentation. The statutes, authorities, and other laws cited
in this presentation are subject to change.
 This presentation and related materials are not intended to provide tax, accounting, legal, or other

professional advice to any specific person or entity. Any advice or opinion regarding the application
of the subject matter for a specific person or entity should be provided by a competent professional
advisor based on an application of the appropriate law and authorities to the facts and circumstances
applicable to that person or entity.
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OUTSTANDING FEDERAL LEGISLATION
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BUILD BACK BETTER
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BUILD BACK BETTER
 Passed House on November 19, 2021, sitting with Senate
 Provisions for:
 Combat climate change
 Support affordable childcare and long‐term care
 Expand health insurance coverage
 Offer paid family and medical leave
 Provide universal pre‐K
 Variety of expanded tax credits
 Lower drug prices
 Raise taxes on corporations and high‐income households
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BBB IS DEAD…LONG LIVE BBB?

“There could be nothing.
There could be truly nothing.
That’s all I can tell you.”
– Senator Joe Manchin
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RUSSIA SANCTIONS

 Treasury Sanctions have prohibited

accounting services to Russia
 Effective at midnight last night
 Pending Treasury guidance??
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TREASURY GREENBOOK
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TREASURY’S GREENBOOK
 Reform Business and International Taxation
 Increase corporate tax rate from 21% to 28% and the GILTY effective tax rate to 20%
 Adopt the Undertaxed Profits Rule – ensures multinational corporations pay an effective tax rate of at least

15%
 Provide tax incentives for locating jobs and business activity in US and remove deductions for shipping jobs

overseas
 10% credit for eligible expenses paid or incurred with onshoring
 Disallow expenses paid or incurred with offshoring
 No deduction would be allowed for GILTY or subpart F income inclusions for expenses paid with moving a business

outside the US

 Prevent basis shifting by related parties through partnerships
 Define “control” with a Corporate Affiliation Test
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TREASURY’S GREENBOOK
 Taxation of High‐Income Taxpayers
 Increase the top marginal income tax rate for high earners to 39.6% for taxable income above $450,000 (MFJ)

or $400,000 (single)
 Reform the taxation of capital income
 LTCG and dividends for individuals with taxable income of more than $1 million are taxed at ordinary rates (40.8% with

NIIT)
 Treat transfers of appreciated property by gift or on death as realization events
 Gain on unrealized appreciation would be recognized by a trust, partnership or other noncorporate entity that is the

owner of the property if the property hasn’t been subject to a recognition event with in the prior 90 years

 Impose a minimum tax on the wealthiest taxpayers
 Minimum tax of 20% on total income, generally inclusive of unrealized capital gains, for all taxpayers with wealth (excess

assets over liabilities) of an amount greater than $100 million
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TREASURY’S GREENBOOK
 Other Individual Proposals
 Make adoption tax credit refundable and allow certain guardianship arrangements to qualify
 Provide income exclusion for student debt relief

 Estate and Gift Taxation
 Modify income, estate, and gift tax rules for certain grantor trusts
 Require consistent valuation of promissory notes
 Improve tax administration for Trust and Decedents’ Estates
 Limit duration of generation‐skipping transfer tax exemption
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TREASURY’S GREENBOOK
 Close loopholes
 Tax carried interest as ordinary income if partner’s taxable income exceeds $400,000
 Repeal deferral of gain from like‐kind exchanges
 Would allow the deferral of gain up to an aggregate amount of $500,000 for each taxpayer ($1 million if MFJ) each year for real

property exchanges that are like‐kind

 Any gains in excess of the deferral amount would be taxable in the year of transfer

 Require 100% recapture of depreciation deductions as ordinary income for certain depreciable real property
 1250 gain would be treated as ordinary income to the extend of the cumulative depreciation deductions taken after the effective

date of the provision

 Deductions taken prior to the effective date of the provision would be subject to current rules
 Any gain recognized on disposition of section 1250 property in excess of depreciation recapture would be treated like section

1231 gain

 Any unrecaptured gain on section 1250 property would be taxed at a maximum 25% rate
 Would not apply to noncorporate taxpayers with adjusted taxable income below $400,000
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SECURING STRONG RETIREMENT ACT OF 2022
SECURE 2.0

13

SECURE 2.0
 Passed by House on March 29, 2022
 Provisions include:
 Automatic enrollment in 401(k) and 403(b) plans at time of participant eligibility
 RMD age adjustments – for distributions after December 31, 2021, the age is raised for participants who are:
 72 after 12/31/21 and 73 before 1/1/2029 – age increases to 73
 73 after 12/31/28 and age 74 before 1/1/32 – age increases to 74
 74 after 12/31/31 – age increases to 75

 Catch Up contribution amount increases to $10,000 (currently $6,500) for 62 to 64 year old participants
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SECURE 2.0
 Student loan payments – for plan years beginning after December 31, 2021 – employers may amend to make

matching contributions to employees based on employee’s qualified student loan payments
 No conditional benefits – benefits, other than matching contributions, may not be contingent on the

employee’s election to defer
 Penalty waiver – penalties apply if employers do not correctly implement automatic enrollment and other

SECURE 2.0 features
 RMD excise tax reduction – reduce the penalty for failure to take RMDs from a qualified plan from 50% to

25%
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INFRASTRUCTURE FUNDING (BUILD BACK BETTER)

INFRASTRUCTURE FUNDING (BUILD BACK BETTER)
 Senate has yet to vote on this – current focus is on voting rights and civil rights, economic recovery

and jobs, health and gun safety – not tax legislation
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OTHER OUTSTANDING LEGISLATION/PROPOSALS

OUTSTANDING LEGISLATION/PROPOSALS
 Raise Form 1099‐K threshold
 American Rescue Plan Act (ARPA) of 2021 (signed by President Biden on March 11, 2021) decreased threshold

from $20,000 to $600
 Proposals
 Save the Gig Economy Taxpayers Act (H.R. 3425) and the Stop the Nosy Obsession with Online Payments (SNOOP) Act of

2022 (S.3546/H.R. 6913) would undo the ARPA provision and revert to the $20,000 threshold
 Cut Red Tape for Online Sales Act (H.R. 7079) would raise threshold for reporting to $5,000 and have IRS clarify when

sellers need to file the form
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OUTSTANDING LEGISLATION/PROPOSALS
 Rollback against Russia
 Proposal from Senator Wyden
 Propose to eliminate the preferential GILTI rate on Russian and Belarusian income and deny foreign tax credits

and deductions for taxes paid to Russia and Belarus

 “No Tax for Stadiums Act”
 Proposal from several democratic representatives, in response to the widespread sexual harassment in the

Washington Commanders workplace and dissatisfaction with the NFL’s response
 Propose to eliminate new stadium funding through tax‐exempt bonds for all stadium projects in all pro sports

including NFL, MLB, NBA, and NHL
 National Tax Journal estimated that the federal government had lost $4.3 billion in revenue as a result of tax‐

exempt municipal bonds used for stadium construction since 2000
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OUTSTANDING LEGISLATION/PROPOSALS
 Extending Employee Retention Tax Credit
 Proposed by democrat and republican
 Called the Employee Tax Credit Reimbursement Act
 Act would extend the Employee Retention Tax Credit
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MORE RECENT LEGISLATION CHANGES

CONSOLIDATED APPROPRIATIONS ACT OF 2022
 Signed by President Biden on March 15, 2022
 Will fund federal government through September 30, 2022
 Includes $12.6 billion in funding to the IRS (largest increase in 20 years) to go towards:
 Taxpayer services ($2.8 billion): VITA, Low Income Taxpayer Clinic, Taxpayer Advocate, tax counseling for the

elderly, IRS Customer Service
 Enforcement ($5.4 billion)
 Operations support ($4.1 billion)
 Business modernization ($275 million)

 No substantive tax provisions in the bill
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TAX RELIEF ACT OF 2020 AND THE TAXPAYER CERTAINTY
AND DISASTER RELIEF ACT OF 2020
 Medical expense deduction floor is 7.5%
 Lifetime Learning Credit maximum AGI threshold increased
 100% deduction for business meals for 2021 and 2022
 Cash charitable contributions are deductible for those taking the standard deduction ‐ $300 for single

and $600 for married filing joint
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AMERICAN RESCUE PLAN ACT
 $1.9T spending bill ‐ $850B to individuals and $65B to businesses
 Enhanced credits:
 Child tax credit
 Child and dependent care credit
 Earned income credit
 Premium Tax Credit
 Recovery Rebate Credit

 Employment tax changes including modifying Employer Retention Credit (ERC), credit for sick and

family leave, and COBRA premium assistance credit
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TAX CUTS AND JOBS ACT – EXPIRING

EXPIRATION DATES
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NEW FORMS

K2 AND K3
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K2 AND K3
 Schedule K‐2 (Form 1065, 1120‐S, 8865) – extension of Schedule K of Form 8865 and used to report

items of international tax relevance from the operation of a partnership
 Schedule K‐3 (Form 1065, 1120‐S, 8865) – extension of Schedule K‐1 and is used to report the share

of the items reported on Schedule K‐2. This information is used to report information on a partner’s
tax or information returns

 Any person required to file Form 8865, Return of U.S. Persons with Respect to Certain Foreign

Partnerships, must complete the relevant parts of Schedule K‐2 and K‐3
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K2 AND K3
 Documentation for Exception: (FAQ 15)
 The written documentation should include verification of all of the following four items as per IRS:
 In tax year 2021, the direct partners in the domestic partnership are not foreign partnerships, foreign corporations, foreign

individuals, foreign estates, or foreign trusts.
 In tax year 2021, the domestic partnership or S corporation has no foreign activity, including foreign taxes paid or accrued or

ownership of assets that generate, have generated, or may reasonably expected to generate foreign source income.
 In tax year 2020, the domestic partnership or S corporation did not provide to its partners or shareholders nor did the partners

or shareholders request the information regarding (on the form or attachments thereto):
 Line 16, Form 1065, Schedules K and K‐1 (line 14 for Form 1120‐S), and
 Line 20c, Form 1065, Schedules K and K‐1 (Controlled Foreign Corporations, Passive Foreign Investment Companies, 1120‐F, section 250,

section 864(c)(8), section 721(c) partnerships, and section 7874) (line 17d for Form 1120‐S).

 That the domestic partnership or S corporation has no knowledge that the partners or shareholders are requesting such

information for tax year 2021.
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FORM 7203
S CORPORATION SHAREHOLDER STOCK AND DEBT BASIS LIMITATIONS

FORM 7203
 Tracks basis in S Corporation – stock basis and debt basis
 Generated and filed with the Form 1040
 Required to submit if taxpayer is:
 Claiming a deduction for their share of an aggregate loss from an S Corporation
 Received a non‐dividend distribution from an S Corporation
 Disposed of stock in an S Corporation (whether or not gain is recognized)
 Received a loan repayment from an S Corporation
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NEW FOR 2021 AND 2022 TAX YEARS

2021 INDIVIDUAL RECOVERY REBATE
 $1,400 single or $2,800 MFJ credit is allowed in 2021
 $1,400 credit allowed for qualified dependents
 Credit is refundable and has income phase out limits
 Advanced payments were based on 2019 return unless the 2020 return had been filed
 Advanced payments can reduce actual credit on return, but do not have to be paid back

Tax notices coming
36

CHILD TAX CREDIT

For 2022
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CHILD TAX CREDIT – PHASE OUTS

For 2022
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CHILD AND DEPENDENT CARE CREDIT

For 2022
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STUDENT LOANS & TUITION AND FEES DEDUCTION
 Student loan debt forgiven between December 31, 2020 and January 1, 2026 receive tax‐free

treatment
 Remember employees can exclude up to $5,250 for college loans paid by their employer from taxable

income – this applies through 2025
 With the expansion of the Lifetime Learning Credit, the tuition and fees deduction was repealed

beginning with the 2021 tax year
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2021 AND 2022 NUMBERS

TAX BRACKETS
2021

2022
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CAPITAL GAINS RATES

2021

2022
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STANDARD DEDUCTION
2021

Additional standard deduction for the aged or blind
is $1,350

2022

Additional standard deduction for the aged or blind is
$1,400
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STANDARD MILEAGE RATE
 Standard Mileage Rate

Business Use
Medical or moving of qualified active
duty members of Armed Forces
Service of charitable organizations

2021
56 cents
16 cents

2022
58.5 cents
18 cents

2022 (June 9 )
58.5 cents
22 cents

14 cents

14 cents

14 cents

 Additionally, Lincoln, Mazda, Mercedes, Toyota, Lexus and Porsche all had vehicles added to Section 30D electric

drive motor vehicle credits
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SECTION 179
2021
 Section 179 Deduction Limit ‐ $1,050,000
 Expensing limit will be reduced when more than $2,620,000 of expensing‐eligible property is placed in

service
 Section 280F limitation for sport utility vehicle expense under Section 179 is $26,200

2022
 Section 179 Deduction Limit ‐ $1,080,000
 Expensing limit will be reduced when more than $2,700,000 of expensing‐eligible property is placed in

service
 Section 280F limitation for sport utility vehicle expense under Section 179 is $27,000
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LUXURY AUTOMOBILES
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OTHER REMINDERS

CHANGES TO NOL RULES

For 2021 – this applies, except for farm
which may be carried back two years
and carried forward indefinitely

Before CARES Act
• No NOL carrybacks
• Indefinite carryforward
• Could offset 80% of taxable income

After CARES Act
• Losses from 2018, 2019, and 2020
can be carried back for up to five
years
• Losses carried TO 2019 and 2020
will be permitted to offset 100% of
the taxable income
• With Consolidated Appropriations Act – For Farmers:
• Losses in 2018, 2019, 2020 can make an election to not apply the fiveyear NOL carryback provided in the CARES Act and instead retain a two-year
election for NOL Carryback
• Also allows farmers to revoke a previously elected waiver of an NOL Carryback
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EXCESS BUSINESS LOSS LIMITATION –
SECTION 461(L)
Tax Cuts and Jobs Act (TCJA)
• Amount of “net business loss” an
individual may use in a year to offset
other sources of income was capped
at $250,000 if single / $500,000 if
married filing joint
• Any excess loss is carryforward as an
NOL, subject to the limitations
identified in previous slide
For 2021 – limitation amount is
$262,000 if single/ $524,000 if MFJ

After CARES Act
• Temporary halt on Section 461(l) for
2020 and retroactive to January 1,
2018
• Taxpayer who reported a loss
limitation should amend their 2018 or
2019 return
• Provision does kick back in for 2021
and beyond and wages will not be
considered business income, resulting
in more losing being limited
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BUSINESS INTEREST EXPENSE –
SECTION 163(J)
Before CARES Act
• Business interest expense deduction
was limited to 30% of “adjusted
taxable income” with any excess
interest expense carried forward

For 2021

After CARES Act
• Increases the limit to 50% of adjusted
taxable income for 2019 and 2020
• Allows businesses to use their 2019
adjusted taxable income in computing its
2020 limitation
• Partnership does not get the 50% limit in
2019, but in 2020 50% of the suspended
interest “frees up” and will be fully
deductible, while other 50% will remain
suspended until the partnership allocates
excess taxable income or excess interest
income to the partner
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BUSINESS MEALS
 100% deductible for meals and beverages provided by a restaurant during 2021 and 2022
 “Restaurant” is defined as a business that prepares and sells food or beverages to retail customers for

immediate consumption, regardless of whether the food or beverages are consumed on the
restaurant’s premises (IRS Notice 2021‐25)
 Two line items to track:
 50% deduction – office snacks and coffee
 100% deduction – meals with clients or staff meetings at or from a restaurant facility
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BUSINESS MEALS
 To be deductible meals must be:
 Ordinary and necessary
 Not lavish or extravagant
 Have the taxpayer or employee present
 Provided to a current or potential customer
 When done in conjunction with entertainment, food and beverage must be purchased separately

 Entertainment still not deductible
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TCJA – REPEAL OF DEDUCTION FOR PERSONAL
CASUALTY LOSSES; DISASTER RELIEF
 No longer can claim deductions for personal casualty losses unless the damage

happens in a Presidentially Declared Disaster Area
 Qualified Disaster exemption for 10% AGI limitation has expired
 https://www.irs.gov/newsroom/tax‐relief‐in‐disaster‐situations
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CHANGES FOR 2022
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RESEARCH AND EXPERIMENTAL AMORTIZATION
 Tax Cuts and Jobs Act changed the way we can expense R&E expenditures beginning with tax years

starting Jan 1, 2022
 Research and experimental expenditures must be amortized over 5 years or longer
 Amortization period begins at the midpoint of the tax year in which the expenditures are paid or

incurred
 Formerly, taxpayers who did not expense these costs could defer their recognition to a pro rata period

of at least 60 months that the taxpayer could select “beginning with the month in which the taxpayer
first realized benefits from such expenditures”
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RESEARCH AND EXPERIMENTAL AMORTIZATION
 R&E expenses attributable to “foreign research” as defined in Section 41(d)(4)(F) are subject to a 15

year amortization period
 R&E expenses subject to amortization now include those in connection with the development of any

software

57

CARRIED INTERESTS
 TCJA established a three‐year minimum holding period for capital gain treatment for the sale or

exchange of an applicable partnership interest (API) under Section 1061
 The earliest acquisitions of API subject to this holding period (acquired on or after January 1, 2018)

have reached the three year milestone
 IRS posted FAQs in November to assist taxpayers and passthrough entities in reporting and filing

requirements, including API holders’ Schedule K‐1 (note the AICPA has asked for clarifications on
these FAQs)
 Starting in 2022 we may see clients with the capital gain treatment requirement
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ENERGY CREDITS
 The following energy credits expired as of December 31, 2021:
 Credit for certain nonbusiness energy property (Sec. 25C(g));
 Credit for qualified fuel cell motor vehicles (Sec. 30B(k)(1));
 Credit for alternative fuel vehicle refueling property (Sec. 30C(g));
 Credit for two‐wheeled plug‐in electric vehicles (Sec. 30D(g)(3)(E)(ii));
 Second‐generation biofuel producer credit (Sec. 40(b)(6)(J));
 Credit for production of Indian coal (Sec. 45(e)(10)(A));
 Indian employment credit (Sec. 45A(f));
 Credit for construction of new energy‐efficient homes (Sec. 45L(g));
 Excise tax credits and outlay payments for alternative fuel (Secs. 6426(d)(5) and 6427(e)(6)(C)); and
 Excise tax credits for alternative fuel mixtures (Sec. 6426(e)(3))
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SMALL BUSINESS DEFINED
 “Small business” under Section 448(c) are eligible for exceptions to rules and limitations such as:
 Business Interest limitation under Section 163(j)(3)
 Section 263A UNICAP requirement that indirect costs allocated to real or tangible personal property are be

capitalized into the basis of the property
 Cash method of accounting for C Corporations and certain partnerships under Section 448(b)(3)
 Section 460(e) that says taxable income for long‐term contract be determined under percentage of

completion
 Keep inventories under Section 471

 For 2022 – gross receipts test is satisfied if during the 3‐year testing period average annual gross

receipts are less than $27 million ($26 million for 2021)
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SENATE FINANCE COMMITTEE

 Questions/Concerns over IRS’ destruction of

documents
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ID.ME ACCOUNT
 Check your account balance and make payments
 Create payment plans
 See payment activity
 Get transcripts
 See Economic Impact Payment Information
 View Notices from the IRS
 See Authorizations you’ve given to third parties
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