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About the Washington Tax Brief

Webcast series to update you on:

» The regulatory and political environment for tax issues

« AICPA’s advocacy efforts to:
protect your professional interests

support sound tax policy
promote effective tax administration

Open to all AICPA members

Open to all state society staff and committee members
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Biden Administration
Budget Proposals

Treasury Green Book
Released 5/28/21



https://home.treasury.gov/system/files/131/General-Explanations-FY2022.pdf

AICPA Comments on
Biden Administration Budget Proposals

AICPA Comments (August 2021)

Biden Administration
Budget Proposals

Released 5/28/21

@AICPA


https://home.treasury.gov/system/files/131/General-Explanations-FY2022.pdf
https://us.aicpa.org/content/dam/aicpa/advocacy/tax/downloadabledocuments/56175896-aicpa-letter-to-congress-on-fvs-appreciation-at-death-or-gift-submit82421.pdf
https://us.aicpa.org/content/dam/aicpa/advocacy/tax/downloadabledocuments/56175896-aicpa-comment-letter-supporting-green-book-proposal.pdf
https://future.aicpa.org/news/article/tax-proposal-possibilities-in-the-build-back-better-plan

" Bipartisan
Infrastructure Bill




Tax Provisions in the Bipartisan Infrastructure Bill

Modifies the
automatic extension
of certain deadlines

for taxpayers affected
by federally declared

Requires broker disasters in IRC

reporting of crypto section 7508
asset transfers

Extends various
highway-related taxes
and certain superfund
excise taxes

Infrastructure Investment Al e i
: ows private activity
Terminates th(_e and Jobs Act (M) bonds for qualified
employee retention

: broadband projects
credit 9/30/21 Passed Senate 8/10/21 b

(AICPA comments i and carbon dioxide
10/26/21) House to vote on it capture facilities

Journal of Accountancy podcast

@ AICPA


https://www.congress.gov/bill/117th-congress/house-bill/3684
https://www.journalofaccountancy.com/podcast/cpa-news-tax-provisions-of-infrastructure-bill.html
https://us.aicpa.org/advocacy/tax/2021taxadvocacycommentletters.html

Reconciliation Outlook

Expedited consideration of
Build Back Better

Winter 2021

Individual, business, and tax
practitioner implications
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DC Update: Landing the
Plane on a Reconciliation Bill Behind the Scenes Conversations

* White House and Manchin/Sinema
» Climate Change Provisions, Child
Tax Credit, Corporate Tax Rate

* \White House and House Moderates

Clock is Ticking on a Deal '§ . Infrastructure Bill

* White House and House Progressives
* Preserving a Large Topline Number




Reconciliation bill negotiations are very fluid with both drama &

compromises occurring. Passing delayed, but still likely.

l I5en:=1tor / | I genator

Joe Manchin L RS Kyrsten Sinema
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Build Back
Better
House Ways
& Means
Committee
Proposals



Links to Reconciliation
Documents

House Ways and Means Committee (HWMC)
(released 9/13/21, passed 9/15/21)

* Legislative language

» Section by section summary

» List of the revenue provisions

Joint Committee on Taxation (JCT)

» Distributional analysis

* Revenue estimates

» Description of the revenue provisions

Journal of Accountancy (summary)
 Article on tax provisions in HWMC leqislation



https://waysandmeans.house.gov/sites/democrats.waysandmeans.house.gov/files/documents/NEAL_032_xml.pdf
https://waysandmeans.house.gov/sites/democrats.waysandmeans.house.gov/files/documents/SubtitleISxS.pdf
https://www.politico.com/f/?id=0000017b-dcfc-d916-ad7b-fffe75d00000
https://www.jct.gov/publications/2021/jcx-44-21/
https://www.jct.gov/publications/2021/jcx-42-21/
https://www.jct.gov/publications/2021/jcx-43-21/
https://www.journalofaccountancy.com/news/2021/sep/tax-provisions-budget-bill-build-america-back-better.html

What House proposals
have we seen?
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Individuals

=

Raise top 3% surcharge
marginal to individuals
income tax with Adjusted
rate from 37% Gross Income

to 39.6% Expansion of (AGI) of $5M+
the Net Increase

Investment capital gains
Income Tax rate to 25%
(NIIT)
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Corporations

Return of
graduated Changes to Modification

corporate international of §163(j)
tax rates tax regime

(18% to

21% to

26.5%)
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Other Provisions

Required

 tribg g Early sunset of Temporary rule
f[::)sr;r 'P“ljgzgf TCJA estate tax to allow cer.'tain
IRAs and exemption; and S Corporayons
restrictions to trust and valuation to reorganize as
high-value IRA discounts changes partnerships tax

free

practices




What was left out of the
House proposals?
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What's Absent and Implications

Proposals
that were
not in House
legislation

Why is this
important?

« Stepped up basis changes
* 15% minimum tax on book income

« SALT deduction cap changes



What did AICPA comment
on the House proposals?




A|CPA on @AICPA’
House Reconciliation Legislation

The Honorable Ron Wyden The Honorable Richard Neal

Chairman Chairman

U.S. Senate Committee on Finance U.S. House Committee on Ways and Means
219 Dirksen Senate Office Building 1102 Longworth House Office Building
Washington, DC 20510 Washington, DC 20515

The Honorable Mike Crapo The Honorable Kevin Brady

Ranking Member Ranking Member

U.S. Senate Committee on Finance U.S. House Committee on Ways and Means
219 Dirksen Senate Office Building 1139 Longworth House Office Building
Washington, DC 20510 Washington, DC 20515

Re: Tax Provisions in House Reconciliation Legislation or Being Considered
Dear Chairmen Wyden and Neal, and Ranking Members Crapo and Brady:

The American Institute of CPAs (AICPA) provides comments on various tax issues important to
the accounting profession that are in the language reported out by the House Ways and Means
Committee under its jurisdiction for the reconciliation bill (“House reconciliation legislation™), or
that might be considered as legislation is further considered.

The AICPA is a long-time advocate for a tax system based on principles of good tax policy.! We
look forward to working with Congress as the reconciliation package moves forward to ensure that
the proposed changes are administrable, equitable, and meet the needs of both taxpayers and tax
practitioners. In this regard, we highlight some of the key issues we have identified for your
consideration. We note that the items listed are not in any priority order, and we likely will have
additional comments and insights as we further analyze the reconciliation legislation. In addition,
as Congress moves forward with a reconciliation bill, it is important that special care is given to
transition rules and to provide sufficient time and flexibility to implement the transition rules and
offer penalty relief as needed.

Specifically, the AICPA provides comments on the following tax issues:
AICPA Supported Provisions in the House Reconciliation Legislation

1. Individual
2. Employer-Provided Dependent Care Assistance Exclusion

* See AICPA Principles of Good Tax Policy.

1455 Pennsylvania Ave. NW, Washington, DC 20004-1081
202.737.6600 F:+1202.638.4512
aglobal.com | cimaglobal.com | aicpa.org | cgma.org



https://us.aicpa.org/content/dam/aicpa/advocacy/tax/downloadabledocuments/56175896-aicpa-comments-on-house-reconciliation-10-1-21-submit.pdf
https://us.aicpa.org/content/dam/aicpa/advocacy/tax/downloadabledocuments/56175896-aicpa-comments-on-house-reconciliation-10-1-21-submit.pdf

A|CPA on @AICPA‘
House Reconciliation Legislation

The Honorable Ron Wyden The Honorable Richard Neal

Chairman Chairman

U.S. Senate Committee on Finance U.S. House Committee on Ways and Means
219 Dirksen Senate Office Building 1102 Longworth House Office Building
Washington, DC 20510 Washington, DC 20515

The Honorable Mike Crapo The Honorable Kevin Brady

Ranking Member Ranking Member

U.S. Senate Committee on Finance U.S. House Committee on Ways and Means
219 Dirksen Senate Office Building 1139 Longworth House Office Building
Washington, DC 20510 Washington, DC 20515

Re: Tax Provisions in House Reconciliation Legislation or Being Considered
Dear Chairmen Wyden and Neal, and Ranking Members Crapo and Brady:

The American Institute of CPAs (AICPA) provides comments on various tax issues important to
the accounting profession that are in the language reported out by the House Ways and Means
Committee under its jurisdiction for the reconciliation bill (“House reconciliation legislation™), or
that might be considered as legislation is further considered.

The AICPA is a long-time advocate for a tax system based on principles of good tax policy.! We
look forward to working with Congress as the reconciliation package moves forward to ensure that
the proposed changes are administrable, equitable, and meet the needs of both taxpayers and tax
practitioners. In this regard, we highlight some of the key issues we have identified for your
consideration. We note that the items listed are not in any priority order, and we likely will have
additional comments and insights as we further analyze the reconciliation legislation. In addition,
as Congress moves forward with a reconciliation bill, it is important that special care is given to
transition rules and to provide sufficient time and flexibility to implement the transition rules and
offer penalty relief as needed.

Specifically, the AICPA provides comments on the following tax issues:
AICPA Supported Provisions in the House Reconciliation Legislation

2. Employer-Provided Dependent Care Assistance Exclusion

! See AICPA Principles of Good Tax Policy.

1455 Pennsylvania Ave. NW, Washington, DC 20004-1081
202.737.6600 F:+1202.638.4512
aglobal.com | cimaglobal.com | aicpa.org | cgma.org



https://us.aicpa.org/content/dam/aicpa/advocacy/tax/downloadabledocuments/56175896-aicpa-comments-on-house-reconciliation-10-1-21-submit.pdf
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House Reconciliation Legislation

The Honorable Ron Wyden The Honorable Richard Neal

Chairman Chairman
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Re: Tax Provisions in House Reconciliation Legislation or Being Considered
Dear Chairmen Wyden and Neal, and Ranking Members Crapo and Brady:
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the accounting profession that are in the language reported out by the House Ways and Means
Committee under its jurisdiction for the reconciliation bill (“House reconciliation legislation™), or
that might be considered as legislation is further considered.

The AICPA is a long-time advocate for a tax system based on principles of good tax policy.! We
look forward to working with Congress as the reconciliation package moves forward to ensure that
the proposed changes are administrable, equitable, and meet the needs of both taxpayers and tax
practitioners. In this regard, we highlight some of the key issues we have identified for your
consideration. We note that the items listed are not in any priority order, and we likely will have
additional comments and insights as we further analyze the reconciliation legislation. In addition,
as Congress moves forward with a reconciliation bill, it is important that special care is given to
transition rules and to provide sufficient time and flexibility to implement the transition rules and
offer penalty relief as needed.

Specifically, the AICPA provides comments on the following tax issues:
AICPA Supported Provisions in the House Reconciliation Legislation

2. Employer-Provided Dependent Care Assistance Exclusion

* See inciples of G ¢ Policy

1455 Pennsylvania Ave. NW, Washington, DC 20004-1081
202.737.6600 F:+1202.638.4512
aglobal.com | cimaglobal.com | aicpa.org | cgma.org



https://us.aicpa.org/content/dam/aicpa/advocacy/tax/downloadabledocuments/56175896-aicpa-comments-on-house-reconciliation-10-1-21-submit.pdf

AICPA on
House Reconciliation Legislation

‘L‘\_ AICPA

October 1, 2021

The Honorable Ron Wyden
Chairman

U.S. Senate Committee on Finance
219 Dirksen Senate Office Building
Washington, DC 20510

The Honorable Mike Crapo
Ranking Member

U.S. Senate Committee on Finance
219 Dirksen Senate Office Building
Washington, DC 20510

The Honorable Richard Neal

Chairman

U.S. House Committee on Ways and Means
1102 Longworth House Office Building
Washington, DC 20515

The Honorable Kevin Brady

Ranking Member

U.S. House Committee on Ways and Means
1139 Longworth House Office Building
Washington, DC 20515

Re: Tax Provisions in House Reconciliation Legislation or Being Considered
Dear Chairmen Wyden and Neal, and Ranking Members Crapo and Brady:

The American Institute of CPAs (AICPA) provides comments on various tax issues important to
the accounting profession that are in the language reported out by the House Ways and Means
Committee under its jurisdiction for the reconciliation bill (“House reconciliation legislation™), or
that might be considered as legislation is further considered.

The AICPA is a long-time advocate for a tax system based on principles of good tax policy.! We
look forward to working with Congress as the reconciliation package moves forward to ensure that
the proposed changes are administrable, equitable, and meet the needs of both taxpayers and tax
practitioners. In this regard, we highlight some of the key issues we have identified for your
consideration. We note that the items listed are not in any priority order, and we likely will have
additional comments and insights as we further analyze the reconciliation legislation. In addition,
as Congress moves forward with a reconciliation bill, it is important that special care is given to
transition rules and to provide sufficient time and flexibility to implement the transition rules and
offer penalty relief as needed.

Specifically, the AICPA provides comments on the following tax issues:

AICPA Supported Provisions in the House Reconciliation Legislation
1. Individual
2. Employer-Provided Dependent Care Assistance Exclusion

* See AICPA Principles of Good Tax Policy.

1455 Pennsylvania Ave. NW, Washington, DC 20004-1081
202.737.6600 F:+1202.638.4512
aglobal.com | cimaglobal.com | aicpa.org | cgma.org



https://us.aicpa.org/content/dam/aicpa/advocacy/tax/downloadabledocuments/56175896-aicpa-comments-on-house-reconciliation-10-1-21-submit.pdf
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transition rules and to provide sufficient time and flexibility to implement the transition rules and
offer penalty relief as needed.
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AICPA Supported Provisions in the House Reconciliation Legislation
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aglobal.com | cimaglobal.com | aicpa.org | cgma.org
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Committee under its jurisdiction for the reconciliation bill (“House reconciliation legislation™), or
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The AICPA is a long-time advocate for a tax system based on principles of good tax policy.! We
look forward to working with Congress as the reconciliation package moves forward to ensure that
the proposed changes are administrable, equitable, and meet the needs of both taxpayers and tax
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1. Individual
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1455 Pennsylvania Ave. NW, Washington, DC 20004-1081
202.737.6600 F:+1202.638.4512
aglobal.com | cimaglobal.com | aicpa.org | cgma.org



https://www.journalofaccountancy.com/news/2021/sep/tax-provisions-budget-bill-build-america-back-better.html
https://us.aicpa.org/content/dam/aicpa/advocacy/tax/downloadabledocuments/56175896-aicpa-comments-on-house-reconciliation-10-1-21-submit.pdf
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Financial Account Reporting to ImprOVWW%‘}HEEE ‘
? m.

Tax Compliance Proposal

* Requires reporting of gross inflows and outflows of
cash transactions and transfers to and from
accounts with the same owner.

«  Current rumor of $10,000 de minimis threshold

* Regime would cover accounts similar to financial
institution accounts and would also require
reporting of gross receipts and gross purchases



Regulation of Paid Preparers

AICPAAPPLAUDS PANETTA -RICE BILL (HR 4184)

* Reinstate Registered Tax Return Preparer
(RTRP) Program

« Maintains PTIN requirement
» Grants IRS authority to revoke PTIN

* GAO study on IRS exchange of information
with state taxing authorities




Mitigation of Market Place Confusion

RTRPs subject to advertising requirements to mitigate marketplace confusion

_ ‘ Unlicensed or non- ‘ q
credentialed preparers
advertising the RTRP
m program should display
U

or broadcast a

_ statement that:

IRS does not Directs them to the
IRS website where
the differences
between types of
preparers and their
qualifications are
explained

endorse any
preparer



AICPA Tax
- Legislative
Compendium




AICPA proposed legislative changes to tax
provisions:

Needing attention
Technical in nature
Can be readily addressed

Correcting technical problems in the Internal
Revenue Code

Simplifying existing provisions
Promoting simplicity
Making the tax code fairer

Effectively promoting important policy
objectives

Improving tax administration
That are generally noncontroversial



https://us.aicpa.org/content/dam/aicpa/advocacy/tax/downloadabledocuments/2021-aicpa-compendium-of-tax-legislative-proposals-final.pdf
https://us.aicpa.org/content/dam/aicpa/advocacy/tax/downloadabledocuments/2021-aicpa-compendium-cover-letter-final.pdf

General

+ Standardize definitions to avoid multiple meanings for the same term
Corporations and shareholders

Employee benefits

Individuals

* Harmonize and simplify education related tax provisions

* Harmonize standard mileage rates for business, medical, armed forces moving expense, and charitable
contribution purposes

International tax
Partnerships

S corporations

Tax administration

Tax methods and periods

Trust, estate, and gift tax

* Modify the deadline for estate basis reporting to 2/15 after the year of distribution

« Allow administrative relief for late portability, inter vivos qualified terminable interest property, and qualified
revocable trust elections




Outlook




Senate Negotiations?

« $1.9 trillion without rate increases

« |IRS enforcement ($150B)

« Global tax overhaul ($250B)

« Billionaire unrealized gains tax ($250B)
« Excess stock buyback excise tax ($275B)
« Corporation profits minimum tax ($250B)



https://www.warren.senate.gov/imo/media/doc/MCG21A28.pdf
https://www.warren.senate.gov/imo/media/doc/Warren-King-Wyden%20Corporate%20Profits%20Minimum%20Tax%20-%20One%20Pager.pdf
https://www.warren.senate.gov/newsroom/press-releases/senators-warren-king-and-wyden-announce-updated-proposal-to-prevent-the-biggest-and-most-profitable-corporations-from-paying-nothing-in-federal-taxes

Winter 2021 “Must-Pass” ltems

Continuing Resolution — Dec 3
Debt ceiling — winter 2021/early 2022

Infrastructure bill — Senate passed,
House to vote

Reconciliation bill — by Christmas







State of IRS Services
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Overall Satisfaction with IRS Taxpayer Services

Tax Year ®2015 m2016 m2017 m2018 m2019 m2020
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AICPA Tax Section Annual Survey
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IRS “Courtesy Disconnect” During 2020 Filing Season

m Courtesy Disconnect ®IRS Answered  mNo Time to Stay on Hold

No Time to Stay on
Hold, 23%

IRS Answered, 8%

Courtesy
Disconnect, 69%

AICPA Tax Section Annual Survey



Top 4 Concerns Identified

Inability to connect Workload due to
with the IRS COVID, laws and

regulations

The lack of IRS’s The IRS is not on the
response to written right path

communications
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L]
-
I e f Lhe Homorable Charles p, Regiq Mr. Mark J. Mazur
P e n a y L] Commissioner Acting Assistant Secretary for Tax Policy

Internal Revenye Service Department of the Treasury
O I I 1111 Constitution Avenue. NW 1500 Pennsylvania Avenue, NW
| . g t h e e e Washington, DC 20224 Washington, DC 20220

Re: Additiona) Penalty Reljer Measures

Dear Commissioner Rettig and Acting Assistant Secretary Mazur:

The American Institute of CPAs (AICPA) Tecognizes and APpreciates the efforrs the Department
of the Treasury (“Treasury”) and the Itena) Revemue Service (IRs) have made to provide varioys
° H R 5 1 55 forms of reljef to taxpayers atfected by the Coronavirys Disease 2019 Pandemic (commonly

a I I Ie nt pe n alty Pandemic-relateq challenges ang are unable 1o Voluntarily comply with thejr tax obligations,

e nt a n d a e p despite making good fajh efforts to do so. I—'unhermorc, the IRS continues to e stretched thin by
 Underpaym ,

rel ief fo r 2 02 O All taxpayers, regardless of thejr economic standing, deserve a tay administration system that

Provides support to help them meet their tax obligations, With this in mind, DPenalty reljef, measures
. T' e Ab ate that are fajr, Teasonable and Practical, would not only mitigate the Degative effect of the
n d FI rSt I m Coronavirus o taxpayers but also require fewer contacts with the IRS. thereby allcvia!ing the
b | e cause a et SRUSSIeS that wxpayers. ey piyico and the IRS face on a daily paer. Specifically, e
Re a S 0 N a urge Treasury and the IRS fo,

- *  Provide taxpayers with targeted reljef from both the underpayment of estimated tax
a dJ u St m e n S Penalty and the Jage Payment penalty for the 2020 tax year.

* Offer a reasonable cause Ppenalty waiver, similar to the Procedures of firg time abate

| . n C e a Ctl O n S tax years, Furthermore, the IRS should honor Teasonable cause penalty waiver Tequests

I Co m p I a Wwhen a taxpayer qualifies for Teasonable cayge relief. Addmonally, the IRS should

e ay Publicly make jt well known that an e-fax alternative to written Teasonable cauge requests
Overa certain threshold js available.

i il delays . . o
H h I d W I t h m a I I d * Discontinue comphan?e actlogs unt{l the IRS js preparefi to devote the necess_ary resources
« Align account holds e

Align requests for account holds with the time it takes the IRS 1o process any Penalty
abatement Tequests.

—_—
* National Taxpayer Advocare Blog, “2021 Filing Season punps 4, the Road: Part 1 April 23, 205,
1455 Pennsylvania Ave, Nw, Washington, DC 2000410,
T+ 202.737.6600 F:+1202.638 4512

aicpaglobal.com | cimagobal con | aicpa.org | cgma.org
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Taxpayer First Act Report to Congress

* IRS Services:
« Taxpayer experience
 Training
« Organizational redesign
» Phased approach for implementation
» Cost: $2.18B + $1.9B for IT Infrastructure = $4.08B
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IRS Tidbits

IRS status of operations link — What is open, what to
expect, etc.

* https://www.irs.gov/newsroom/irs-operations-during-covid-
19-mission-critical-functions-continue

Local Taxpayer Advocate — First line of defense when
IRS can’t help

* https://www.irs.gov/advocate/local-taxpayer-advocate
E-signature relief through Dec 31, 2021

Quarterly estimated payment due dates
 H.R. 4214, The Tax Deadline Simplification Act



https://www.irs.gov/newsroom/irs-operations-during-covid-19-mission-critical-functions-continue
https://www.irs.gov/newsroom/irs-operations-during-covid-19-mission-critical-functions-continue
https://us.aicpa.org/content/dam/aicpa/advocacy/tax/downloadabledocuments/aicpa-supports-the-tax-deadline-simplification-act-final.pdf

Employee Retention Credit

» Created by Coronavirus Aid, Relief, and Economic Security Act in March 2020
» Set to expire December 31, 2020

» |RS Notice 2021-20: authoritative guidance on wages paid March 13 — December 31,
2020

» Interplay of qualified wages with wages reported on PPP loan forgiveness
applications

« Form 941 / Form 941-X filing rules for PPP loan borrowers
« Taxpayer Certainty and Disaster Relief Act in December 2020
 Enhanced rules and extended credit to June 30, 2021

* |RS Notice 2021-23: authoritative guidance on wages paid January 1, 2021 — June
30, 2021

* Rules on the election to use alternative quarter to calculate gross receipts
 American Rescue Plan Act in March 2021
 Enhanced rules and extended credit to December 31, 2021
» Guidance pending on wages paid July 1, 2021 — December 31, 2021



https://www.irs.gov/pub/irs-drop/n-21-20.pdf
https://www.irs.gov/pub/irs-drop/n-21-23.pdf

Employee Retention Credit

« On August 4", the IRS issued Notice 2021-49 and
accompanying IR-2021-165.

« On August 101, the IRS issued Rev. Proc. 2021-33

LISTEN: Tax Section Odyssey Podcast
« ERC — What we know now

Tax Section Odyssey Podcast


https://www.irs.gov/pub/irs-drop/n-21-49.pdf
https://www.irs.gov/newsroom/treasury-irs-provide-additional-guidance-to-employers-claiming-the-employee-retention-credit-including-for-the-third-and-fourth-quarters-of-2021
https://www.irs.gov/pub/irs-drop/rp-21-33.pdf
https://www.aicpa.org/resources/podcast/erc-what-we-know-now-tax-section-odyssey
https://www.aicpa.org/resources/podcast/erc-what-we-know-now-tax-section-odyssey
https://www.aicpa.org/resources/podcast/erc-what-we-know-now-tax-section-odyssey

Employee Retention Credit FAQs

Are wages of a more-than-50% corporate shareholder and their spouse considered
qualified wages for the ERC?

How/when should an amended payroll tax return (Form 941-X) be filed if an original
return or amended payroll tax return was filed prior to guidance being received and is
now inaccurate?

What effect does the receipt of Paycheck Protection Program (PPP) forgiveness and
other COVID relief have on the calculation of gross receipts for ERC purposes?

How does an employer allocate ERC qualified wages versus PPP qualified salary
expense for forgiveness purposes?

How do you calculate the number of employees to determine whether a business is
considered a small eligible employer for ERC purposes?



Employee Retention Credit FAQs

When do you reduce the salary deduction for the ERC?
* For reduction of gross receipts, how do you determine the qualifying quarter in 20217
» Are tips included as qualified wages for ERC purposes?

« What is a “recovery startup business” and what does that mean for the calculation of
that business’ ERC?

« What is a “severely financially distressed employer” and what does that mean for the
calculation of that business’ ERC?

 How do the aggregation rules affect the ERC?






State Tax Issues

Accounting Methods

Hot
Topics

Mobile workforce Disaster Relief

Sales tax on

professional services

Passthrough entity

level taxes Exempt Organizations

 Form 990 comments

» Tips to e-filing challenges
Section 481(a)
adjustments for p i
depreciation by CFCs
Section 473 safe harbor
Procedural guidance

" Passthrough PPP Loan
- Forgiveness/Basis




Mobile Workforce & COVID-19

Long history of pushing legislation on workforce mobility
Remote work due to COVID-19 have re-energized issue

Amendment no. 52 to the Fiscal Year 2021 Budget Resolution passed Senate by
unanimous positive voice vote on 2/4/21

Senators Thune and Brown introduced S. 1274, updated mobile workforce bill that
also addresses Covid-19 remote worker tax issues



https://nam12.safelinks.protection.outlook.com/?url=http%3A%2F%2Fcst.informz.net%2Fz%2FcjUucD9taT05ODUzNzA5JnA9MSZ1PTEwMzc1NzEzODMmbGk9ODQxNTI3Mjk%2Findex.html&data=04%7C01%7Ceileen.sherr%40aicpa-cima.com%7Ca730ebb9090c494e0ad108d8cd512144%7Cab44e261e3294327bbdd17a5478226a1%7C1%7C0%7C637485095667948669%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C1000&sdata=ZDrcDahHFMhX5nB4ZjupXicUgzESrEqcB4nhmaDA4ao%3D&reserved=0
https://nam12.safelinks.protection.outlook.com/?url=http%3A%2F%2Fcst.informz.net%2Fz%2FcjUucD9taT05ODUzNzA5JnA9MSZ1PTEwMzc1NzEzODMmbGk9ODQxNTI3MzE%2Findex.html&data=04%7C01%7Ceileen.sherr%40aicpa-cima.com%7Ca730ebb9090c494e0ad108d8cd512144%7Cab44e261e3294327bbdd17a5478226a1%7C1%7C0%7C637485095667958661%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C1000&sdata=%2B4jcrE8Vob4wJgkGW5V4teXPl6PmcuxBHsRI9j4VEIA%3D&reserved=0
https://www.congress.gov/117/bills/s1274/BILLS-117s1274is.pdf

%\ .
(& aicea 2022 Taxes on services legislation heatmap

. States with current legislation or it is highly likely there will be future legislation

. States that have introduced legislation in the past but remain a threat

States that are a low threat, but have had legislation in the past



Hot : : :
Taxation of professional services

» Eight states in 2021 are proposing or have proposed varying levels of legislation —
Alaska, Louisiana, Nebraska, Oregon, Pennsylvania, South Carolina, West Virginia
and Wyoming

» West Virginia — Profession-led coalition defeated Governor’s proposal
» Trend expected to continue into 2022

» (may consider: CA, CT, IL, KS, MD, PA, RI, VA, WA)
* Prior attempts: MD, UT, MN, MA, MI, FL

« State budgets will continue to play key role




States with Adopted or Proposed Pass-Through

As of October 8, 2021

Entity (PTE) Level Tax

18 States that enacted a PTE tax since
TCJA SALT deduction limitation,
effective for 2021 (or earlier) unless
noted:

AL, AR', AZ%, CO', CT?, GA', ID, IL, LA,
MD, MN, NJ, NY, OK, OR?%, RI, SC, WI

LEffective in 2022 or later
2 Mandatory

5 States with proposed PTE tax bills:
MA —H. 4009, vetoed by governor
MI — HB 5376, first reading

NC-S. 105, in reconciliation

OH —SB 246, in committee

PA—-HB 1709, in committee

9 States with no owner-level personal
income tax on PTE income

@ AICPA


https://us.aicpa.org/content/dam/aicpa/advocacy/tax/downloadabledocuments/56175896-pte-map.pdf
https://revenue.alabama.gov/individual-corporate/electing-pass-through-entities/
https://www.dfa.arkansas.gov/images/uploads/incomeTaxOffice/Act1982.pdf
https://us.aicpa.org/content/dam/aicpa/advocacy/tax/downloadabledocuments/56175896-pte-map.pdf
https://malegislature.gov/Bills/192/H4009
https://www.legislature.mi.gov/(S(eveitgmf1ianewt5ssaxmwvp))/mileg.aspx?page=getobject&objectname=2021-HB-5376&query=on
https://www.ncleg.gov/BillLookUp/2021/s105
https://www.legislature.ohio.gov/legislation/legislation-summary?id=GA134-SB-246
https://www.legis.state.pa.us/cfdocs/billInfo/bill_history.cfm?syear=2021&sind=0&body=H&type=B&bn=1709

Hot

State pass-through entity-level taxes

» State pass-through entity level taxes

Applies to S corporations, partnerships, and limited liability companies taxed federally as partnerships or S
corporations

Shifts state tax on business income from owners to entity

Allows entity to federally deduct as an expense from business income the entity’s state income taxes paid in
carrying on a trade or business

Owners receive a credit against state personal income tax for their distributive or pro rata share of the state entity tax
paid at entity level

IRS Notice 2020-75 provides federal deduction for state PTE-level taxes paid, deducted in computing its non-
separately stated taxable income or loss, not in owners’ SALT cap limit, even if state provides a corresponding or
offsetting, owner-level tax benefit, such as a full or partial credit, deduction, or exclusion. (11/9/20 issued, retroactive
to enacted or 2018)

Main Street Employers Coalition

Model act

EY study on TCJA tax impact on business income of C and S corporations

AICPA issue paper on state pass-through entity-level tax implementation issues
AICPA state pass-through entity-level tax implementation issues one pager

AICPA The Tax Adviser article on issues to consider with PTE-level taxes — June 2021
MTC project on state taxation of partnerships



https://www.aicpa.org/interestareas/tax/resources/representation/partnership-audit-and-adjustment-rules.html
https://www.irs.gov/pub/irs-drop/n-20-75.pdf
http://mainstreetemployers.org/
http://mainstreetemployers.org/wp-content/uploads/2018/05/Model-Statutory-Language-Pass-Through-Entity-Tax.pdf
http://mainstreetemployers.org/wp-content/uploads/2016/03/EY-S-Corp-Association-Tax-Treatment-of-S-and-C-Corporations-2018.pdf
https://www.aicpa.org/content/dam/aicpa/advocacy/downloadabledocuments/aicpa-paper-on-state-pass-through-entity-level-tax-issues-10-4-18.pdf
https://www.aicpa.org/content/dam/aicpa/advocacy/downloadabledocuments/one-pager-on-aicpa-paper-on-state-pass-through-entity-level-tax-issues-10-4.pdf
https://www.thetaxadviser.com/issues/2021/jun/individual-corporate-passthrough-entity-taxation-meet.html
https://www.mtc.gov/Uniformity/Project-Teams/Partnership-Tax

Hot

AICPA comments on pass-through entity-level tax

- State pass-through entity level taxes
» AICPA drafted a comment letter to Treasury and IRS on Notice 2020-75.

» The letter outlines comments and recommendations that identify and provide
additional information to Treasury and the IRS regarding certain issues arising for
S corporation shareholders with respect to the Notice and various states’ enacted
legislation (or proposed enactment) imposing PTE taxes on the passthrough
entity.

» These comments focus on an S corporation’s inability to specially allocate items
and the single class of stock requirement.



https://www.irs.gov/pub/irs-drop/n-20-75.pdf

Hot

Accounting methods AICPA comments and tax advocacy successes

« Accounting Methods

« Section 481(a) adjustments for depreciation by CFCs

« Section 473 safe harbor and expedited relief

* Accounting method procedural guidance

* Rev. Proc. 2021-34, issued 8/12/21, provides AICPA requested:

* Provides procedural guidance on implementing final section 451 regs
* Allows adopt accounting methods following final regs’ position on new provisions,
« Can apply final regs early.

* Includes scope limitation waivers for inventory and uniform capitalization method
changes

* Rev. Proc. 21-28, issued 6/17/21, allowed for AICPA requested:
» Allow for flexibility for certain impermissible depreciation method changes

* Waiver of the five-year scope limitation for certain impermissible to permissible
depreciation method changes related to the Taxpayer Certainty and Disaster Tax
Relief Act of 2020.



https://www.aicpa.org/content/dam/aicpa/advocacy/tax/downloadabledocuments/aicpa-comment-letter-reporting-of-depreciation-related-section-481a-adjustments-by-cfcs-9-20-2021.pdf
https://www.aicpa.org/content/dam/aicpa/advocacy/tax/downloadabledocuments/aicpa-comment-letter-sec-473-safe-harbor-method.pdf
https://www.irs.gov/pub/irs-drop/rp-21-34.pdf
https://www.aicpa.org/content/dam/aicpa/advocacy/tax/downloadabledocuments/56175896-aicpa-comment-letter-2021-procedural-guidance-3-23-2021.pdf
https://www.irs.gov/pub/irs-drop/rp-21-28.pdf
https://www.aicpa.org/content/dam/aicpa/advocacy/tax/downloadabledocuments/56175896-aicpa-comment-letter-2021-procedural-guidance-3-23-2021.pdf

Hot
Topics

Tax-exempt organizations AICPA comments and tips for members

« Exempt Organizations
* Forms 990, 990-T and 990-PF and instructions
« AICPA Insights blog on tips to e-filing challenges



https://www.aicpa.org/content/dam/aicpa/advocacy/tax/downloadabledocuments/56175896-aicpa-comments-on-form-990-990-t-990-pf.pdf
https://www.aicpa.org/professional-insights/article/tips-to-overcome-challenges-of-e-filing-the-form-990-series

Hot
Topics

+ Significant uncertainty regarding:
» Basis & at-risk implications of deducting PPP expenses

» Loan forgiveness timing and the accrual of tax-exempt income, which impacts basis for partners and S
corporation shareholders

* PPP expense deductibility and whether that impacts AAA or OAA, and the interaction of the accrued tax-
exempt income, for S corporations

* Reporting of these items on the returns themselves
» 2020 Partnership Form 1065, Page 2, Schedule B, Question 6
+ 2020 S Corporation Form 1120-S, Page 3 Schedule B, Question 12

» The IRS and Treasury Department are keenly aware of these issues as well, and are working through the
mechanics and impending future guidance

» AICPA advocacy has raised these issues to IRS and Treasury Department (March 15, 2021)

+ We do not have answers on how to address these uncertainties, nor a timeline on IRS / Treasury guidance which
we are awaiting, as are all taxpayers and practitioners - definitive guidance will be needed in order to answer these
difficult questions


https://www.aicpa.org/content/dam/aicpa/advocacy/tax/downloadabledocuments/aicpa-comment-letter-regarding-passthrough-basis-issues.pdf
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FEMA-4601-DR, Tennessee Disaster Declaration as of 05/08/2021
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Filing Relief for Natural Disasters Act

H.R. 3574 — Judy Chu (D-CA) & John Katko (R-NY)
S. 2748 — Catherine Cortez Masto (D-NV), John Kennedy (R-LA),

and Chris Van Hollen (D-MD)

Trigger: Official state
declared disaster declaration

to issue tax deadline extensions
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Natlonal Tax Conference 2021

Live online | November 15—16


https://www.aicpa.org/cpe-learning/conference/aicpa-national-tax-conference

AICPA Town Hall Series

Join our Town Halls for latest news and updates on pressing issues
facing the accounting profession.

« Hear the latest updates on the Economic Aid Act and progress of
the Paycheck Protection Program (PPP)

* Led by AICPA executives Erik Asgeirsson, President & CEO,
CPA.com, Lisa Simpson, VP Firm Services, and Sue Coffey, EVP
Public Practice

 Free for AICPA members

Register now
aicpastore.com/townhallseries



https://www.aicpastore.com/PracticeManagement/aicpa-town-hall-series/PRDOVR%7EPC-WC2290325/PC-WC2290325.jsp
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1
* Pivot from tradition — Innovative approaches to billing * Summer housekeeping reminders for tax
* Road to recovery — Primer on disaster tax relief practitioners
» Finalizing tax returns when you don’t have all the + Challenges with contingency fees and the ERC

answers « Alook towards the horizon for potential tax legislation


https://taxodyssey.libsyn.com/

@AICPA"&CIMA’ — Tax Section

Leading tax forward

[Tﬁ? Tax practice @ 16 hours of Learning and Q Exclusive member /gj Community
support free CPE growth C,_J communications N

Network with a

Robust resource 4 webcasts with On-demand Weekly newsletter prestigious group
library including tax 8 CPE credits learning with our on trends and of peers on the
return checklists, plus 2 self-study webcast developments plus latest issues and
engagement letters courses with 8 archive library The Tax Adviser trending topics
and practice guides CPE credits and Tax Section magazine

Odyssey

podcast

aicpa.org/tax


https://www.aicpa.org/topic/tax

%
@ AICPA & CIMA

Mark your calendars for the next Tax Practice Quarterly webcasts:

Tax Practice Quarterly: 2021 Tax Ethics Update
Oct. 28, 1pm ET or Nov. 10 (rebroadcast) 3pm ET | Webcast | 2 CPE credits

Tax Practice Quarterly: 2022 Busy Season Readiness
Dec. 6, 1pm ET or Dec. 8 (rebroadcast) 3pm ET | Webcast | 2 CPE credits

Tax Section members attend for free as part of their membership.

Register today —

Register today —


https://www.aicpa.org/cpe-learning/webcast/tax-practice-quarterly-2021-tax-ethics-update
https://www.aicpa.org/cpe-learning/webcast/tax-practice-quarterly-2022-busy-season-readiness

%
@ AICPA & CIMA

Introducing our new Tax Rewind webcast series with our first
webcast:

The 2021 Fall
Tax Rewind

A quarterly roundup of the latest tax
updates

Nov. 2, 1pm ET or Nov. 9 (rebroadcast), 3pm ET | Webcast | 2 CPE

credits



https://www.aicpa.org/cpe-learning/webcast/the-2021-fall-tax-rewind

PA Washington Tax Brief

The latest news, advocacy, exclusive videos,
resources and learning in one place.

Don’t miss our next webcast!
February 9, 2022

https://us.aicpa.org/advocacy/tax/washingtontaxbrief



https://us.aicpa.org/advocacy/tax/washingtontaxbrief
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