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Good afternoon everyone and welcome to today’s Washington Tax Brief. 
Before we jump into the presentation, I have a few housekeeping and administrative items to cover.




Earning CPE
• Disable all pop up blockers

• Do NOT enlarge any windows, as they can block you 
from seeing CPE markers

• Any answer counts towards CPE credit

• Earn credit by responding to 75% of these pop-ups and 
attending the full event.

• Click the CPE button at the end of this webcast, 
followed by the certificate icon, to claim your CPE 
certificate

• If you viewed this webcast as a group, then you may fill 
out the “Group Viewing Form” located in the same 
window

• A post event email with CPE information will also be 
sent to you

Per NASBA, you cannot earn CPE credit by watching the archive of this webcast.
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First, take special notice of the toolbar located at the bottom of your screen. These tools will help you interact with today’s speakers and technical support team.

To earn CPE credit for this event, you are required to attend the full event. Starting late or leaving early can cause loss of CPE credit. You are also required to click 75% of the GREEN attendance checks that will pop up on your screen. Insure your ability to receive these checks by disabling all the pop up blockers on your computer. 
 
Once you have attended the full event and responded to 75% of these random attendance checks, you will be able to access your CPE certificate by clicking the “CPE” button. This button has been highlighted in red above. Once that box is open, you may claim your CPE by clicking the certificate icon. This is also where you will complete the Group Viewing Form, if you watched this webcast as a group.

If you are eligible for but unable to print your CPE certificate at the end of this event, don’t worry, you will receive a post event email complete with links to your CPE certificate and to the archive of this webcast. Remember, per NASBA, you cannot earn CPE by watching the archive of any AICPA webcast. 




Adjust your volume
• Be sure your computer’s sound is turned on.
• Click this button. Slide the control up or down to fit your needs.

Ask your questions
• Feel free to submit content related questions to the speaker by clicking this 

button. 
• Someone is available to assist with your technology and CPE related 

questions, as well. 

Download your materials
• Access today’s slides and learning materials by clicking this download button 

at any time during this presentation.
• If you need help accessing these materials, send a message through the Q&A 

application.
Enable Closed Captioning
• Enable Closed Captioning by clicking the “CC” box found at the bottom of your 

screen.
• If you are watching a rebroadcast, the CC button is located within the Media 

Player.

More Helpful Hints
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To adjust your volume make sure the sound on your computer is turned up. 

If you need to adjust the volume on this webcast’s platform, you may do so by clicking this media player button and by sliding the control up or down for the sound level that best suits your needs.

Use this “Q&A” button to submit content related questions to our speakers. You may also use this application to reach a webcast producer with technology and CPE related questions. 

For your convenience, course slides and additional materials are available for you to download now. To access these materials, click the “download” button.

Lastly, feel free to minimize or drag any of these individual applications to enhance your learning experience. Please do not enlarge any windows, as they can block you from seeing CPE markers




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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We launched the Washington Tax Brief series to help our members with one of their top challenges:  keeping up with changes in tax law.  
The AICPA Tax Policy and Advocacy Team is based in Washington, DC and we are tracking the issues that affect you, your firm and your clients. 
Our advocacy efforts are both legislative – meaning we are working on Capitol Hill to address proposed tax law changes – and regulatory – where we work with the IRS and Treasury related to regulatory changes or other guidance.  

The Washington Tax Brief is generally offered 3 times a year – in January, June and October. 

We’d like to thank all the State Society members for joining us today!



Today’s Speakers
AICPA Tax Staff

5

Melanie Lauridsen
SENIOR MANAGER – TAX 

POLICY & ADVOCACY

Elizabeth Young
SENIOR MANAGER – TAX 

POLICY & ADVOCACY

Jeaneen Zanovello
LEAD SPECIALIST– TAX 
POLICY & ADVOCACY

Eileen Sherr
DIRECTOR – TAX 

POLICY & ADVOCACY
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Presenting today we have Eileen Sherr, who is the Director of Tax Policy and Advocacy, and Melanie Lauridsen and Liz Young, who are Senior Managers and myself, Jeaneen Zanovello, a lead specialist with the Tax Policy and Advocacy Team.





Topics for

Today1.
Legislative & 
Political Outlook

3.
Hot Topics

2.
Advocating for 
AICPA Priorities

4.
Questions
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Intro & Admin (Jeaneen) – 3 min
Legislative & Political Update  (Eileen)  - 7 min
New Tax Leadership  
Biden Proposal
Mobile Workforce
IRS Update  (Melanie) – 24 min
April 15th Deadline
Tax Penalty Relief 
E-Signature Relief 
IRS Services
Employee Retention Credit (Liz) – 5 min
PPP Expense Deductibility (Liz) – 5 min
Hot Topics  - 5 min
	Small Business Regulations (Liz)
	Passthrough SALT Workaround (Eileen)
163(j)  (Liz) 
Tax Capital Reporting (Liz)
Virtual Currency Task Force (Melanie)
Questions - 10 min
Wrap up – Jeaneen - 1 min





Legislative and Political Outlook
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The 117th Congress

3 Vacancies: LA-2, LA-5, NY-22

211 Republicans222 Democrats

HOUSE SENATE

S L I D E  L A S T  U P D A T E D  O N  1/26/2021
S O U R C E National Journal

218 Votes for Majority

50 Republicans48 Democrats
2 Independents**

51 Votes for Majority, VP Harris tie-breaker

435 Total Seats 50 Total Seats
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**The two independent senators (Sanders - VT and King - ME) caucus with the Democrats

House Vacancies: 
Louisiana 2nd - Cederic Richmond resigned to become a Senior Advisor to President Biden
Louisiana 5th – Representative-elect Luke Letlow unexpectedly and sadly passed away from COVID complications in December prior to his swearing in.  A special election has been scheduled for March 20, 2021.
New York 22nd – Current Incumbent Jim Brindisi and former Representative (to NY-22) Claudia Tenney are in a very closely contested race to see who will take the seat.  A ruling is expected any day now from the New York State Supreme Court on which ballots should count in the race.  The race hinges on approximately 2,100 ballots and which of those ballots should be counted.  ~1,000 ballots were from voters whose registration forms were not processed in time by Oneida County Board of Elections.  Another 1,100 ballots are under contest over their validity.
Sources:

“Party Breakdown,” US House of Representatives Press Gallery, accessed January 4, 2020, 
https://pressgallery.house.gov/member-data/party-breakdown.

“Party Division,” United States Senate, accessed January 4, 2021, 
https://www.senate.gov/history/partydiv.htm

Washington Post Elections: 1/26/2021



117th Congress – Slim 
Majority for Democrats in 
House

• Democrats have 221 seats to 
Republican’s 211 – 218 needed for 
majority control

• 14 seats switched from Democrat to 
Republican control in 2020, with a 
net gain of 11 seats for the GOP

• Speaker Pelosi will only have a few 
votes to spare, so the party will have 
to show strong cohesion to pass 
Biden’s agenda, as well as succeed 
on procedural votes
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Committee Outlook: House Ways and 
Means and Senate Finance

• Ways & Means Committee Chairman Richard Neal, 
D-MA

• Ranking Member Kevin Brady, R-TX

• Finance Committee Chairman Ron Wyden, D-OR
• Ranking Member Mike Crapo, R-ID

• Possible Actions:
• COVID Relief/Stimulus - American Rescue Plan
• Biden tax plan or address expiring TCJA provisions
• Modifications to SECURE Act, retirement issues
• Infrastructure
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President Biden’s Cabinet Picks
Vice President
Kamala Harris

State
Antony Blinken

Treasury
Janet Yellen

Defense
Lloyd Austin

Attorney General
Merrick Garland

Interior
Deb Haaland

Agriculture
Tom Vilsack

Commerce
Gina Raimondo

Labor
Marty Walsh

Health & Human 
Services

Xavier Becerra

Housing & Urban 
Development
Marcia Fudge

Transportation
Pete Buttigieg

Energy
Jennifer Granholm

Education
Miguel Cardona

Veterans Affairs
Denis McDonough

Homeland Security
Alejandro Mayorkas

Cabinet-level officials

White House
Chief of Staff
Ronald Klain

White House
OMB Director
Neera Tanden

Special Presidential 
Envoy for Climate

John Kerry

EPA Administrator
Michael Regan

Director of Nat’l 
Intelligence

Avril Haines

US Trade 
Representative

Katherine Tai

Small Business 
Administrator

Isabel Guzman

US Ambassador to the 
UN

Linda Thomas-
Greenfield
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“Nominees and Appointees,” Biden-Harris Transition, accessed January 8, 2021, https://buildbackbetter.gov/the-administration/nominees-and-appointees/.



Changes at IRS/Treasury in Biden Administration

Charles P. Rettig
Commissioner of the IRS
Term Ends Nov. 12, 2022

Janet Yellen
Secretary of  the Department 

of the Treasury

Jeffrey Van Hove
Department of the Treasury 
Acting Assistant Secretary

(Tax Policy)

Wiliam M. Paul
Acting IRS Chief Counsel and 

Deputy Chief Counsel 
(Technical)
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All three positions require Senate confirmation.  As of 1/15/21, no individuals have been nominated for the Treasury position. 
William M. Paul, Acting Chief Counsel and Deputy Chief Counsel (Technical)
Drita Tonuzi, Deputy Chief Counsel (Operations)


(A rumor for the tax policy position is Lily Batchelder who is a tax adviser on the Biden transition team. She is currently an NYU law school professor, and former Majority Counsel to the SFC (2010 – 2014).)
(Batchelder is a former Deputy Director of the Obama White House National Economic Counsel and may have been at the meeting that you and I attended in the Eisenhower Building with the AICPA Board.)



Changes at Treasury in Biden Administration

Aruna Kalyanam
Deputy Assistant Secretary for 

Tax and Budget, Office of 
Legislative Affairs

Chris J. Soares 
Acting Assistant Secretary 

(Economic Policy)

Kimberly Clausing
Deputy Assistant Secretary for 

Tax Analysis, Office of Tax 
Policy

Mark J. Mazur
Deputy Assistant Secretary for 
Tax Policy, Office of Tax Policy
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ARUNA KALYANAM, DEPUTY ASSISTANT SECRETARY FOR TAX AND BUDGET, OFFICE OF LEGISLATIVE AFFAIRS

Deputy Assistant Secretary for Tax Analysis, Office of Tax Policy - Kimberly Clausing has joined the Biden administration as a deputy assistant secretary at the treasury department.
Clausing will focus on tax analysis and policy, lead the Office of Tax Analysis and work to further tax policy development. Her efforts under th

Itai Grinberg, Deputy Assistant Secretary for Multilateral Tax Office of Tax Policy
Rebecca Kysar, Counselor to the Assistant Secretary, Office of Tax Policy


Mark Mazur, who was Treasury’s assistant secretary for tax policy under former President Barack Obama, is temporarily rejoining the government until the Biden administration fills his old job.
Mazur has been named deputy assistant secretary for tax policy, a Treasury official confirmed. That role is right below the assistant secretary job—the top tax post at Treasury—and doesn’t require Senate approval. He is expected to stay in the position until a new assistant secretary for tax policy is confirmed.
Mazur was the assistant secretary for tax policy from 2012 until early 2017. As such, he was a senior adviser to...
To read the full article log in. To learn more ab

MARK J. MAZUR, DEPUTY ASSISTANT SECRETARY FOR TAX POLICY, OFFICE OF TAX POLICY



Changes at Treasury in Biden Administration

Rebecca Kysar
Counselor to the Assistant 

Secretary, Office of Tax Policy

Itai Grinberg
Deputy Assistant Secretary for 
Multilateral Tax, Office of Tax 

Policy

Tom West
Deputy Assistant Secretary for 
Domestic Business Tax, Office 

of Tax Policy
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Outlook
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President Biden’s American Rescue Plan ($1.9 trillion)

16

Childcare 
credit 
($4,000/child, 
$8,000 max 
family)

Child tax 
credit 
($3,000/child, 
$3,600 under 
age 6)

EITC ($1,500 
childless, 
under $21,000 
AGI)

$1,400 
Economic 
impact 
payment
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Biden $1.9t ‘American Rescue Plan’: select provisions
Temporary tax provisions (1 year):
► Increase childcare tax credits to up to ½ of spending for children under 13; $4,000 max for 1 child or $8,000 for 2+ children; refundable and available in full to families making less than $125,000/year and partially for families making up to $400,000/year
► Child tax credit fully refundable at $3,000 per child ($3,600 for child <6); 17 year-olds = qualifying children
► Earned Income Tax Credit: raise the maximum amount for childless adults from roughly $530 to close to $1,500, raise the income limit for the credit from about $16,000 to about $21,000, end age cap 
Other provisions:
► $350b to state, local and territorial governments
► $1,400 direct payments (+ earlier $600 payments)
► Unemployment benefits add-on of $400/week plus extension of pandemic unemployment programs through September (year-end 
2020 legislation provided $300 through March) 
► Extend 15% increase in SNAP benefits through September
► $25b in rental assistance for low- and moderate-income households

Under a plan expected to be unveiled by House Democratic leaders Monday, families would begin receiving monthly payments from the Internal Revenue Service in July totaling $3,600 over 12 months for each child under 6 and $3,000 for each child between 6 and 17. The payments would gradually phase out for individual taxpayers who earned more than $75,000 in 2020 and joint filers who earned more than $150,000.

The $250 to $300 monthly payments would replace an existing $2,000 annual child tax credit and expand eligibility to lower-income families that do not currently qualify by making the credit fully refundable. The initial proposal would cover only one year of payments, but Democrats have vowed to fight to extend the increased credit at a cost of more than $120 billion a year.

Democrats have acknowledged the plan could present logistical challenges for the cash-strapped IRS, and their proposal includes increased funding to implement the new benefit, according to The Washington Post. It allows flexibility for Treasury Secretary Janet Yellen to change the payment structure if monthly payouts are not feasible.

President Joe Biden had proposed increasing the child tax credit as part of his $1.9 trillion American Rescue Plan, but he left the details up to Congress. As Democrats race to turn his framework into legislation, they also hope to claw back the longstanding work requirements that have excluded those without sufficient taxable income from receiving the credit since it was created in 1997.

Additional direct assistance:
Giving working families an additional direct payment of $1,400 per person—bringing their total relief to $2,000 per person.
Critical supports for unemployed workers:
Extends temporary federal unemployment and benefits through August 29, 2021.
Increases the weekly benefit from $300 to $400.
Fairness in the tax code for families and workers:
Makes historic expansions to tax credits targeted at workers and families:
Enhances the Earned Income Tax Credit for workers without children by nearly tripling the maximum credit and extending eligibility.
This would be the largest expansion to EITC since 2009.
Expands the Child Tax Credit to $3,000 per child ($3,600 for children under 6), and makes it fully refundable and advanceable.
Helps families access high-quality child care by expanding the Child and Dependent Tax Credit (CDCTC) to allow families to claim up to half of their child care expenses.
Supporting health coverage and improving health care affordability:
Reduces health care premiums for low- and middle-income families by increasing the Affordable Care Act’s (ACA) premium tax credits for 2021 and 2022.
Supports the continuation of employer-based health coverage by subsidizing COBRA coverage through the end of the fiscal year.
Creates health care subsidies for unemployed workers who are ineligible for COBRA.
Protecting the elderly and crushing the virus in nursing homes:
Provides skilled nursing facilities (SNFs) the tools and on-the-ground support they need to contain COVID-19 outbreaks and gives states funding to deploy strike teams to SNFs to manage outbreaks when they do occur.
Increases public health and social services to combat abuse, neglect, and exploitation of the elderly that has been exacerbated by the COVID-19 pandemic.
Emergency assistance for vulnerable children, families, and workers:
Uses existing pathways to get resources to people in need quickly, including those who may not be receiving other assistance provided during the pandemic
This aid would help ensure that pregnant women, children, and struggling families can maintain access to the essentials during the emergency, like housing, diapers, internet service, soap, and food.
Strengthened retirement security:
Stabilizes the pensions for more than 1 million Americans, often frontline workers, who participate in multiemployer plans that are rapidly approaching insolvency.
Without action, the multiemployer pension system could collapse entirely, leaving retirees in poverty, businesses in bankruptcy and communities in crisis.
Section-by-Sections:
Subtitle A. Budget Reconciliation Legislative Recommendations Relating to Crisis Support for Unemployed Workers
Subtitle B. Budget Reconciliation Legislative Recommendations Relating to Emergency Assistance to Families Through Home Visiting Programs






Revenue Options: 
Will Tax Rates Increase?

• Congress & future Administration to mitigate
• Tax increases?
• Spending cuts?

• Corporate tax rate?
• Estate tax changes?
• Many small businesses operate as passthroughs
• Most TCJA individual provisions expire 12/31/25
• Record government debt risks
• Highest deficit in decades
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Corporate: 35% to 21%
Individual: 39.6% to 37%
The federal government is on its way this year to spending nearly $4 trillion more than it collects in revenue, a budget deficit roughly twice as large relative to the economy as in any year since 1945.
To support such borrowing, the Federal Reserve has dropped interest rates to zero and added more than $2 trillion of loans to its portfolio.
Once the coronavirus has been controlled and the economy starts to open, U.S. leaders will need to find an exit from the extraordinary levels of government borrowing.
Building a consensus for the blend of tax increases and spending cuts needed to shrink the mammoth post-crisis debt will be tough to manage. 
Neither political party emphasized spending limits in recent years. And the presumptive Democratic nominee for president, former vice president Joe Biden, proposed relatively modest tax increases compared with his former rivals. Republicans, meanwhile, reflexively oppose tax hikes.
Reduced corporate tax revenue expected to be offset by economic growth.
Tax increases in the short term would stun a staggering economy but should be expected in the next several years.
There are about 4 million corporations subject to the 21%.  There are about 30 million passthrough businesses taxed at individual rates.
OPTIONS: Policymakers can directly increase revenues by increasing tax rates, reducing tax breaks, expanding the tax base, improving enforcement, and levying new taxes. 
Surtax on wealthy individuals
Wealth tax 
Increase estate tax (doesn’t raise large amounts currently)





Possible Biden Revenue Raisers:

• Increase corporate tax rate (from 21% to 25% - 28%)
• 21% minimum tax on all foreign earnings of US companies 
• Tax penalty for companies who ship jobs overseas
• 15% minimum tax on book income
• Increase top personal income tax rate from 37% to 39.6% 

on upper income individuals (earning over $400,000 a year)
• Individual capital gains rate increase (earning over $1 M)
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Possible Biden Administration Changes:

• SALT limitation repeal
• Retirement / pension enhancements
• Addressing IRS funding shortfalls
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Increase corporate tax rate to 28% possibly landing at 25%
21% minimum tax on all foreign earnings of US companies 
Tax penalty for companies who ship jobs overseas
15% minimum tax on book income
Increase top personal income tax rate to 39.6% (earning over $400,000 a year)
Individuals capital gains rate increase (earning over $1 M)
Increased tax credits to afford health insurance
Increased childcare tax credit
$15,000 first time home buyer’s credit 
Plused-up child tax credit






Possible Biden Tax Cuts:

• Increased tax credits to afford 
health insurance

• Increased childcare tax credit
• $15,000 first time home buyer’s 

credit 
• Increased child tax credit
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Mobile Workforce & 
COVID-19

• Long history of pushing legislation on workforce 
mobility

• Remote work arrangements 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 to introduce updated 
mobile workforce bill to address remote worker 
tax issues
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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


Advocating for AICPA Priorities:
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Priorities for next phase of COVID relief.



TAX Administration in COVID

• 2021 Tax Due Dates
• Penalty Relief
• E-signature Relief
• IRS Service Levels
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IRS Service Levels
COVID hit the IRS hard.  Working to get through an enormous backlog of correspondence.

the AICPA is engaged in numerous other activities to assist members through very challenging times:
Looking at possible changes to the failure to pay penalty (section 6651) & estimated tax penalty (section 6654) to facilitate the calculation of any balance due at 4/15 is reduce
Consider possible changes to the extension process
Making permanent the e-signature enhancements that were temporarily granted by IRS in 2020
Facilitating changes to the power of attorney processes and signature requirements
Mobile workforce legislative efforts
Work in mitigating IRS service-related issues (reducing penalties; slowing down compliance initiatives; facilitating abatements)
Developing state conformity tools





“
“The IRS emphasizes there is no internal 
discussion about extending the April 15 

deadline, and the normal deadlines remain in 
place. Taxpayers and tax professionals 

should assume that deadline will remain, just 
as in regular years.”

Filing Due Dates – IRS Position
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Workload layering/stacking 
‒ April 15
Tax filing season has become COVID and PPP season, which has accounting profession worried about workload compression (can’t get returns and extensions done in a timely fashion, worried about being hit with penalties). 
Some noise from profession about desire to shift April 15 and other deadlines.

We have spoken with many members who feel that a deadline change is necessary to meet the compressed workload and COVID-related issues they face.
 
We’ve spoken with many others who oppose a deadline change because a later date would drag the workload further out, creates staffing issues and makes for a more strenuous filing season. 

IRS Position – however, Commissioner Rettig indicated publicly that if Congress enacts another round of Economic Impact Payments (EIP), IRS may have to postpone April 15.  Where are now hearing rumors that they may adopt a May 15 date for this year. The official IRS position, however, is still April 15.  The rumors make sense as EIPs are likely to happen – the question is how much. If the date moves to May 15, we would still work on other relief efforts that we will cover shortly.




Filing Due Dates

AICPA Closely Monitoring
• Membership Needs (highly polarized issue)
• Congress/Treasury/IRS Position
• State Conformity
• Impact on Tax Administration
• Mobile Workforce

AICPA Official Assessment by Early March
• Ensure there will be decision-making time 

leading to April 15 deadline
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We are closely monitoring the situation with COVID-19 and the impact on members, taxpayers, the tax community and tax administration. We will make ongoing assessments in early 2021 so that there will be ample time leading up to the March and April deadlines for all impacted parties to make adjustments.





Tax Penalty Relief

• IRS should provide relief for uncontrollable 
COVID-19 impacts on CPAs & their clients

• AICPA advocating for expedited and streamlined 
penalty abatement process

• May request reasonable cause abatement 
orally up to a certain threshold

• Above the threshold, the option for e-fax 
should be available

• Request account holds
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For those practitioners and clients who may need additional relief, either because of client ability to meet, client ability to pay, or tax filing season becoming “PPP season,” AICPA urged the IRS to offer tax and penalty relief.
IRS is not going to offer broad penalty relief, however, the circumstances associated with the late filed returns or late payment of taxes, due to the Coronavirus, generally qualify for reasonable cause penalty waivers.  From a broad policy perspective, we have said, the IRS should not penalize taxpayers for late filing returns or late payments that are delayed due to the Coronavirus impacts on the taxpayer’s, or the taxpayer’s adviser’s ability to comply.  Furthermore, it is burdensome for the taxpayer, the practitioner, and the IRS. 
The IRS should offer a penalty waiver similar to the first time abate (FTA) administrative waiver using the Reasonable Cause Assistant based on the Coronavirus impacts on both the taxpayer or the practitioner.  We indicate “similar to” so that taxpayers who don’t qualify for FTA will qualify for relief, and those who would otherwise qualify for FTA can reserve it.  





Tax Penalty Relief

Considerations for the 2020 Tax Filing 
Season

• Reducing Failure to Pay Penalty 
(section 6651)

• Reducing Estimated Tax Penalty 
(section 6654)

• Changes to the Extension Process
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E-Signature Relief

Temporary Relief
• Available through June 30
• Asked for relief through October 15 
• Asked to include non-income and 

paper-filed returns.

Permanent Relief
• Expand forms available to taxpayer 

for e-signature
• Include non-income and paper-filed 

returns
• Rely on previous business 

transactions to authenticate taxpayer
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Expanded Use of E-Signatures 

In the interest of the health and safety of taxpayers, tax professionals, and IRS employees, we urgently requested that the IRS use its existing authority to update its electronic signature (e-signature) guidance and authentication requirements to cover more tax forms.
Initial IRS guidance on e-signature acceptance was limited in scope: though the IRS notified its employees in late March that they could temporarily accept scanned or digital signatures as well as allow the sharing of certain documents by email (and later, in June, extended guidance expiration date through end of 2020),  the relief from widespread “wet” signature was for basic collection activities only and did not include those associated with return filings or extensions.
That is why the AICPA strongly recommended that the IRS expand the scope of the June 12, 2020 memorandum to all e-file signature authorization forms, and non-income tax returns, including paper-filed returns.
By expanding the scope of relief beyond collection activities, the IRS would meaningfully lessen burdens on taxpayers, tax practitioners, and its own employees.
IRS took AICPA suggestion in late August.
New goal: permanency.
While the IRS’s recent decision to temporarily accept e-signatures lessens burdens on taxpayers and tax practitioners through 2020, health and technology challenges arising from COVID-19 are likely to last well into 2021 – continuing to make it difficult for practitioners and clients to obtain “wet” signatures.
Permanent e-signature relief would help maintain public health safety during the pandemic; allow taxpayers and their representatives to move away from manual, paper-based processing; and support firm digitization and modernization efforts. 
To that end, the AICPA recommended that the IRS modify its e-signature program and identify authentication requirements in the following areas:
Taxpayer Electronic Signatures: Allow all taxpayers the option to use an e-signature for the Form 8878 series and the Form 8879 series (e-file authorization forms).
Identity Authentication of Taxpayers by Electronic Return Originators (EROs): Allow the ERO, that is a signer of the return, to rely on previous business transactions as a way of proving taxpayer identity rather than verifying the taxpayer each time they e-sign.
Expand Notice 2007-79: Allow EROs to e-sign the Form 8453 series and the Form 8879 series (also e-file authorization forms).
Expand Notice 2004-54: Allow preparers of non-income tax returns (including paper filed returns) to sign original returns, amended returns, or requests for filing extensions. AICPA Letter, “IRS Guidance for Electronic Signature Program,” June 4, 2020.





E-Signature Relief

IRS Forms 8821 & 2848 Pilot 
Program

• Started January 25
• Secure access registration 

necessary

Pilot Program FAQs  
• https://www.irs.gov/tax-

professionals/submit-forms-2848-
and-8821-online#2848-8821-faqs
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https://www.irs.gov/tax-professionals/submit-forms-2848-and-8821-online#2848-8821-faqs


IRS Service Levels

IRS Operations :
• https://www.irs.gov/newsroom/irs-

operations-during-covid-19-mission-critical-
functions-continue 

What We are Hearing
• Not getting through on PPS line
• Erroneous penalty notices
• Escalation to levy and lien notices
• What to do about amended returns already 

filed
BY-NC-ND
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IRS Operations
As of July 15 all IRS operation centers are open, however, that does not mean they are fully staffed and operational.  
The IRS is bound by local social distancing requirements and are also facing the same issues that individuals are facing with the pandemic.  
The latest official information of IRS operations is found on the link.  It is updated frequently. https://www.irs.gov/newsroom/irs-operations-during-covid-19-mission-critical-functions-continue

Backlog of paper mail
Phones – it’s reported that the IRS is received 7.5 million more calls this January than in January 2020 due to an unprecedented demand, which represents more than a 300 percent increase in phone demand coming from both individual taxpayers and tax professionals

Penalty Notices
CP 211C.  It seems numerous exempt organizations are receiving notices for missing the 12/31/19 Form 990s.  All have been e-filed and accepted on different dates.  All were properly extended via e-file with acceptances on extension.
CP 504B, Form CIVPEN in reference to penalties on late filed Forms 5471/5472.  Essentially, the IRS is not recognizing extensions filed during the COVID-19 extension period
CP59 – Similar to CP211C in that the notices says the 1040 is missing though they have been e-filed and they received confirmation.




https://www.irs.gov/newsroom/irs-operations-during-covid-19-mission-critical-functions-continue
https://creativecommons.org/licenses/by-nc-nd/3.0/


Taxpayer First Act Report 
to Congress

• 3 Main components:
• Taxpayer experience strategy 

• Expanded digital services
• Training strategy

• IRS university
• Organizational redesign strategy

• Relationships and services division
• Third-party relationships office

• Phased approach for implementation:  1-2, 3-5 and 
10 years

• Cost: $2.18B + $1.9B for IT Infrastructure = $4.08B 
total
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The AICPA has been working on improving IRS taxpayer services for over 6 years recognizing the importance of a fully functioning modern IRS.  We were pleased when Congress enacted the Taxpayer First Act in July of 2019.  The Taxpayer First Act was the first steps to ensure the IRS moves forward in tax administration and requested various reports from the IRS. 
 
On January 11, the IRS released one report to congress which covers 3 main areas:  Taxpayer Experience, Training and Organization Redesign (See 3 main bullets above).  The IRS realized that to provide a holistic approach that one report (vs. 3 reports) was necessary since the 3 main areas can’t be looked at in a silo to be successful.  The report is over 250 pages so this slide provides a high-level highlight of the main touchpoints that impact our profession.
 
Taxpayer Experience Strategy 
Has many components but the one of most interest is Expanded Digital Services which includes:
Tax professional online account (with access to extensive client data)
Secure data exchange and two-way messaging
Digital signatures (for all forms)
 
Training Strategy
Its main component is to create an IRS University.  The training to its employees will be focused on:
Understanding customer experiences – the pain points
Providing consistent skill development across the various departments
Providing continuous learning that incorporates existing practices from academies and private practices.
 
Organizational Redesign Strategy
Realigning IRS’s organizational structure to provide efficient delivery
The new structure is a shift from a hierarchical structure to flatter headquarters leadership structure
The new structure includes a Relationships and Services Division which includes a Third-Party Relationships Office.  This new Office’s purpose is to:
Bring all taxpayer-facing services under a single umbrella
Engage with other Divisions
Efficient flow of information to Commissioner and Senior Leadership
 
Overall thoughts:  As mentioned before we have been working on taxpayer services for some time.  All our efforts, which included other stakeholders the IRS would not have otherwise connected with, can be seen through the report.  We had recommended an IRS University, we asked for an online tax professional account, and we asked for a dedicated practitioner services division.  Separately, we have been advocating for e-signatures for many years.  
 
Regarding the practitioner services division, the IRS created the Third-Party Relationships Office.  We know the foundation of this Office is our recommendation of a practitioner services division and the report uses language we used to describe the practitioner services division.  We wanted to ensure that the IRS engaged with the practitioner community, that feedback was acted upon throughout the IRS and that is exactly the purpose of the Third-Party Relationships Office.       
 
The real test of the report will be in the implementation.  We need to see more details before we can say this report will be a success.  We hope to continue our involvement with the IRS for practitioners to have a keener role within the Tax Administration System.  
 
Also, we all see the hefty price tag associated with making this report come to fruition.  The IRS has said that they will move full steam ahead through their phases as soon as they have the funding.  





Latest on Employee Retention Credit

• Taxpayers need clarity on coordination of ERC and PPP loans
• AICPA letter to Treasury and the IRS recommending that 

guidance state that the filing of a PPP loan forgiveness 
application is not an election by the taxpayer to forgo the ERC 
for the wages reported on the application that exceed the 
amount of wages necessary for loan forgiveness.

• Check the IRS FAQs for 2020 information

• Webcast: The NEW Employee Retention Credit: More for Eligible 
Employers
• Covers 2020 & 2021 credit rules while we advocate for 

PPP/ERC interplay guidance.
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The CARES Act provided employers with the option to benefit from one of two mutually exclusive incentives, a Paycheck Protection Program (PPP) loan or an employee retention credit (ERC), designed to allow employers to retain employees during the pandemic.  
The Taxpayer Certainty and Disaster Relief Act (TCDRA), which was included under the Consolidated Appropriations Act, now allows employers who received a PPP loan to retroactively claim the ERC for wages paid after March 12, 2020, but not for the wages used to obtain PPP loan forgiveness.  However, It is unclear how the reporting of wages as payroll costs on a previously filed PPP loan forgiveness application affects an employer’s ability to claim the ERC for wages that were included on a loan forgiveness application but did not affect the amount of loan forgiveness.
Taxpayers need clarity on coordination of ERC and PPP loans.   We are currently advocating for PPP/ERC interplay guidance.  
AICPA letter (January 15th) to Treasury and IRS recommending that guidance state that the filing of a PPP loan forgiveness application is not an election by the taxpayer to forgo the ERC for the wages reported on the application that exceed the amount of wages necessary for loan forgiveness.  
Webcast:  the New Employee Retention Credit 
Covers 2020 and 2021 credit rules while we advocate for PPP/ERC interplay guidance.  
Check the IRS FAQs for 2020 limitation 
FAQs: Employee Retention Credit under the CARES Act | Internal Revenue Service (irs.gov)


https://www.thetaxadviser.com/news/2021/jan/ppp-loan-employee-retention-credit-erc-taxpayers-need-clarity.html
https://www.journalofaccountancy.com/content/dam/jofa/news/aicpa-comments-ppp-erc.pdf
https://www.irs.gov/newsroom/faqs-employee-retention-credit-under-the-cares-act
https://future.aicpa.org/cpe-learning/webcast/the-new-employee-retention-credit-more-for-eligible-employers


PPP Expense Deductibility
Current Status:
• PPP expense deductibility allowed!
• 501(c)(6) organizations now eligible for PPP
• Tax basis issues relating to PPP expenses being deductible and 

forgiveness not being taxable income
• Refer to Journal of Accountancy article: PPP basis issues
• Partnership TRP is analyzing issues, including tax return presentation 

questions
• Ultimately will need guidance from IRS

• State tax conformity 
• AICPA recommendations to state societies for guidance
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Summary:  
We have an entire group working on PPP issues at the AICPA.  We also cover updates to the PPP program on our townhalls – every other Thursday at 3pm (sometimes they occur every week if there are important updates).  

General 
The CAA included one of the big issues that we’ve been following, PPP deductibility. It clarified that no deduction shall be denied, no tax attribute shall be reduced, and no basis increase shall be denied by reason of the exclusion from gross income provided by the PPP. It applies to loans under both the original PPP program and subsequent PPP loans, under the second draw.  
We are extremely pleased that deductibility was included.  The IRS came out at the beginning of January and withdrew their prior Ruling and Notice.   Deductions are now allowed for payments of eligible expenses and the forgiveness is not taxable.  
The AICPA had also heavily advocated for a provision in the Consolidated Appropriations Act that allows 501(c)(6) organizations to also be loan recipients and participate in the program.  
This is important because it expands the amount of people and organizations that are eligible.  We worked specifically with the American Society of Association Executives, ASAE to expand the program and we met with the staffers on the Hill.  
They do not employ more than 300 employees (previous proposals as low as 50);	
They do not receive more than 15% of their receipts from lobbying activities (previously thresholds proposed were 10%); 
The cost of lobbying activities does not exceed $1M during the most recent tax year that ended prior to Feb. 15th, 2020.  A lot of organizations are included — such as business leagues, chambers of commerce, state societies, visitors’ bureaus. 

Loan Forgiveness Basis Impact 
Many tax basis issues have arisen with regard to PPP expenses being deductible and forgiveness not being taxable income 
The AICPA advocacy team has been studying and working through these important practice issues since the passage of the CCA at the end of 2020
We know there is 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
The AICPA advocacy has raised these issues to IRS and Treasury department in conversations, working through the practice issues, fact patterns, mechanics, and proposed solutions
We do not have a timeline or answers on how to address these uncertainties, and are patiently awaiting guidance as are all taxpayers and practitioners
We will need definitive guidance in order to answer these difficult questions regarding accrued loan forgiveness and S corporation AAA/OAA accounting treatment (accumulated adjustments account/other adjustments account).
However, we do advise that taxpayers extend the 1120-S and Form 1065 from March 15 as there is no tax due on the return, and it is a “best practice” to extend the return as await that guidance. This allows:
Practitioners and taxpayers to file a complete and accurate return
Time to wait for the guidance to be released, any accompanying FAQs, and to “digest” and apply that guidance
Eliminates the need to file an amended return or an administrative adjustment request (AAR) to correct a return when that guidance is released

State Tax Conformity 
We also have recommendations for the states on conformity with the PPP to the federal legislation that was enacted regarding PPP forgiveness and PPP expense deductibility. If the states are able to provide guidance as to if they will conform or not, that is helpful to practitioners. We have also been working with the state societies. 
If you click on the link within the slide it will take you to a document that discusses administrative, filing and payment relief for S&L taxes during the pandemic.  
Part of this is a PPP state tax treatment chart that you can see on the next slide.  






https://www.journalofaccountancy.com/news/2020/dec/ppp-expense-deductibility-forgiveness-raises-basis-issues.html
https://www.aicpa.org/content/dam/aicpa/advocacy/tax/downloadabledocuments/coronavirus-aicpa-list-of-recommendations-for-state-societies.pdf


New resource:  PPP State Tax Treatment Chart

AICPA members 
can access 
Chart in  the 

AICPA’s COVID-
19 tax resource 

hub
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https://future.aicpa.org/resources/download/ppp-state-tax-treatment-chart
https://future.aicpa.org/resources/download/ppp-state-tax-treatment-chart
https://future.aicpa.org/topic/tax/covid-19-tax
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Small Business 
Regulations

Passthrough SALT 
Workaround Allowed, 
IRS Notice 2020-75

163(j) Business 
Interest Expense 
Limitation

Tax Capital 
Reporting

Virtual Currency 
Task Force

Hot 
Topics

Presenter
Presentation Notes
Liz to introduce and go into hot topics 

1 – Small business regs
2 – passthough SALT
3 – 163(j)
4 – Tax Cap Reporting
5 – VC








Small Business Regulations 

• The final regulations were published in December of 2020.  
• In line with the AICPA’s recommendations they include the 

following: 
• Special annual election allowed for certain entities 

classified as tax shelters 
• Removing the 5-year restriction on making automatic 

method changes
• Simpler rules related to non-incidental materials & 

supplies 

Hot 
Topics
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Issued in December of 2020 – right before Christmas, nice Christmas present of course!

AICPA held a call with key individuals involved at IRS Chief Counsel and Treasury as well as submitting a comment letter on the topic area and has been involved with many advocacy initiatives.  

The final regulations include removing the 5-year restriction on making automatic method changes for certain situations, which is in line with the recommendation that the AICPA had put forth.  For example, previously the proposed regulations had limited the use of an automatic change to switch to the cash method of accounting if a taxpayer had previously filed a change to use the accrual method within a 5-year period.  The AICPA had recommended that the IRS waive the 5-year eligibility rules to either adopt or change a small taxpayer accounting method.  The final regulations remove this expansive restriction.  The IRS intends to provide procedural rules to implement the final regulations using the automatic change method procedures.  

The final regulations also modify the syndicate election in the proposed regulations to provide additional relief consistent with rules that the AICPA advocated for that would prevent the per se application of the syndicate rule for purposes of section 448.  The IRS stated in the final regulations they were aware of the increased relevance of the definition of tax shelter and the practical concerns in that area.  They are allowing for an annual election where a taxpayer can use their prior taxable income/loss for purposes of determining their taxable status as a syndicate.  This annual election can be helpful for taxpayers that are generally taxable but happen to have a one-off year with a taxable loss.  This was an area where we got a ton of questions from members and were looking for relief for a long period of time. 

The AICPA also advocated for simpler rules in the final regulations related to non-incidental materials and supplies and in line with this request the final regulations allow taxpayers who elect to treat inventory as materials and supplies to capitalize only direct material costs.  

The regulations confirm that if a taxpayer expenses inventory in a non-applicable financial statement (non-AFS statement), that the taxpayer can follow that treatment so that a specific de minimis election is not needed.   This provides an alternative which permits expensing inventory for tax if the inventory is expensed for books, and this outcome is consistent with the AICPA’s recommendation.  


https://www.irs.gov/pub/irs-drop/td-9942.pdf
https://www.aicpa.org/content/dam/aicpa/advocacy/tax/downloadabledocuments/56175896-small-business-taxpayer-exceptions-under-sections-263a-448-460-and-471-12-21-2020.pdf


• page

• 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 position paper on state pass-through entity-level tax implementation issues
• AICPA state pass-through entity-level tax implementation issues one pager
• MTC potential project on state taxation of passthrough income

AICPA state pass-through entity-level tax
Hot 
Topics
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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.mtc.gov/Uniformity/Standing-Subcommittee


States Adopting, Proposing, or Considering a PTE Tax

AK

HI

ME

RI

VT
NH MA

NY

CT*
PA

NJ

DC

DE

WV

NC

SC

GA

FL

IL OHIN

MI
WI

KY

TN

ALMS

AR

LATX 

OK

MOKS

IA

MN

ND

SD

NE

NMAZ

CO
UT

WY

MT

WA

OR
ID

NV

CA
VA

MD

7 States that have enacted a PTE tax since TCJA SALT deduction limitation (CT*, LA, MD, NJ, OK, RI, WI) 

8 States that proposed a bill to adopt, but did not yet enact, a PTE tax (AL, AR , CA, MA proposal, MN, 
NY, OR (from 2020 MI)

As of February 9, 2021

There are 41 states 
that tax pass-
throughs at the 
owner level. 

* mandatory

State Pass-Through Entity (PTE) Level Approach
Hot 
Topics
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http://alisondb.legislature.state.al.us/Alison/SESSBillResultPrint.aspx
https://nam12.safelinks.protection.outlook.com/?url=http%3A%2F%2Fcst.informz.net%2Fz%2FcjUucD9taT05ODUzNzA5JnA9MSZ1PTEwMzc1NzEzODMmbGk9ODQxNTI3Nzk%2Findex.html&data=04%7C01%7Ceileen.sherr%40aicpa-cima.com%7Ca730ebb9090c494e0ad108d8cd512144%7Cab44e261e3294327bbdd17a5478226a1%7C1%7C0%7C637485095668238506%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C1000&sdata=TlMhEhQ3WiYEhXJg20kTefReNZxm1jYnoFoKA%2Bx143E%3D&reserved=0
http://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=202120220SB104
https://www.revisor.mn.gov/bills/bill.php?f=SF263&b=senate&y=2021&ssn=0
https://www.nysenate.gov/legislation/bills/2021/s2509
https://olis.oregonlegislature.gov/liz/2021R1/Downloads/MeasureDocument/HB2604


• TD 9905 was published on Sep. 14, 2020 in the Federal Register 

• TD 9943 was published on Jan. 19, 2021 in the Federal Register

• Summary:
• These regulations are effective – but the effective/applicability dates can be tricky, so careful 

attention is needed
• The regulations were reserved on many issues and we expect more regulations and guidance in 

this area. 
• Finalized some rules, such as self-charged lending – does not apply to S corporations, limited 

applicability to partnerships (no indirect lending)
• Recommendation related to treatment of foreign tax expense was included in the final 

regulations

• AICPA provided comprehensive and detailed comments:
• Section 163(j) Passthroughs Comment Letter
• Section 163(j) International and Exempt Organizations Comment Letter

Section 163(j)
Hot 
Topics
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The final regulations for 163(j) related to international (TD 9905) were published September 14, 2020.   The final regulations related to passthroughs (TD 9934) were published January 19, 2021.  These are being released in batches.  
The AICPA has provided comprehensive, detailed comments on international, passthroughs and exempt organizations issues related to 163(j).  Please see the letters for additional detail.   
The regulations were reserved on many issues, which is why we remind that this is the “first set” of regulations and that we expect more regulations and guidance in this area.  
Summary
These regulations are effective – but the effective / applicability dates can be tricky so careful attention is needed.   
For example, the effective /applicability dates need to be worked through, which sets of final, proposed regulations to apply, and for certain years. 
Some modeling will need to be done.  This is very nuanced and something to be aware of.  
The IRS and Treasury finalized some rules, such as self-charged lending – which does not apply to S corporations and has limited applicability to partnerships (no indirect lending).    
Our recommendation related to the treatment of foreign tax expense was included in the final regulations:
Treasury and the IRS agree that it is appropriate to determine the Adjusted Taxable Income (ATI) of a relevant foreign corporation without regard to a deduction for foreign income taxes that are eligible to be claimed as a foreign tax credit. Accordingly, the final regulations provide that no deduction for foreign income taxes (within the meaning of §1.960-1(b)) is taken into account for purposes of determining the ATI of a relevant foreign corporation. Thus, regardless of whether an election is made to claim a credit for these foreign income taxes, the foreign income taxes do not reduce ATI.”   

Exempt Organizations
We are still hoping for additional guidance to be issued in the EO area since that was not addressed in the final regulations.  

https://www.federalregister.gov/documents/2020/09/14/2020-16531/limitation-on-deduction-for-business-interest-expense
https://www.federalregister.gov/documents/2021/01/19/2021-00150/additional-guidance-regarding-limitation-on-deduction-for-business-interest-expense
https://www.aicpa.org/content/dam/aicpa/advocacy/tax/downloadabledocuments/56175896-aicpa-passthroughs-comment-letter-on-final-and-proposed-section-163j-regulations-12-21-2020.pdf
https://www.aicpa.org/content/dam/aicpa/advocacy/tax/downloadabledocuments/56175896-aicpa-comment-letter-on-163j-international-and-eo-issues.pdf


• Tax Capital Reporting implemented for 2020 tax year
• Must use the Transactional Method for future reporting
• 4 methods to compute opening balances
• IRS issued Notice 2020-43 describing proposed Tax Capital Reporting 

requirement
• AICPA commented on proposed rules, and had major successes in modifying 

the proposals contained in Notice 2020-43
• Draft Form 1065 (rev. Feb 4) instructions contain rules on complying and 

calculating the initial partner(s)’ Tax Capital accounts
• IRS granted penalty leniency in Notice 2021-13 regarding the new reporting 

requirement, and taxpayers (and practitioners) must use “ordinary and prudent 
business care” in calculating and reporting the opening balances

Partnerships – 2020 Tax Capital Reporting Requirement
Hot 
Topics
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Partnerships have a 2020 tax capital reporting requirement which was implemented for the 2020 tax year.   
As background, partnerships and certain other persons are required to report partner capital accounts in Box L on the Schedule K-1
IRS Issued Notice 2020-43 describing the framework 
June 5, 2020
AICPA responded to this Notice and commented on the proposed rules in September of 2020 and had some good success  
Allowing flexibility in beg. balance computation methods 
Better Administrability of the rules overall
IRS granted penalty leniency in Notice 2021-13 regarding the new reporting requirement and taxpayers using ordinary and prudent business care in calculating and reporting the opening balances 
Draft Form 1065 (rev. Feb 4th) instructions contain rules on complying and calculating the initial partner(s)’ tax capital accounts
Must use transactional method for future reporting 
4 methods used to compute opening balances (4 lane highway that now needs to merge into 1 lane)
Tax Basis 
Modified Outside Basis 
Modified Previously Taxed Capital 
Section 704(b) Method
Reference slides where you can see the Notices, the draft instructions and our comment letter

https://www.irs.gov/pub/irs-drop/n-20-43.pdf
https://www.aicpa.org/content/dam/aicpa/advocacy/tax/downloadabledocuments/20200915-aicpa-comment-letter-notice-2020-43.pdf
https://www.irs.gov/pub/irs-drop/n-20-43.pdf
https://www.irs.gov/pub/irs-dft/i1065--dft.pdf
https://www.irs.gov/pub/irs-drop/n-21-13.pdf


• AICPA Virtual Currency Tax Task Force submitted February 2020 comment letter on Form 
1040 question; Drafting new letter to reiterate unaddressed items and include concerns on 
2020 Form 1040 instructions.

• “Regardless of the label applied, if a particular asset has the characteristics of virtual 
currency, it will be treated as virtual currency for Federal income tax purposes.”

• According to the 2020 Form 1040 instructions, a transaction involving virtual currency 
includes (but is not limited to):

• The receipt or transfer of virtual currency for free (without providing any consideration), including 
from an airdrop or hard fork;

• An exchange of virtual currency for goods or services;

• A sale of virtual currency;

• An exchange of virtual currency for other property, including for another virtual currency; and

• A disposition of a financial interest in virtual currency.

Virtual Currency Tax – Form 1040 Question & Instructions
Hot 
Topics
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IRS Guidance Update:
The rush to issue Covid-19 relief guidance has already taken up a lot of time for the IRS, forcing it to put other guidance projects on the back burner for the near future. 
“I don’t think that there’s any doubt that there is a need for guidance,” John Moriarty, IRS associate chief counsel, said last week about virtual currency. “For us, it’s been frankly a matter of prioritizing, given everything that we’ve had going on recently.”

New Form 1040 Letter:
(OLD items to reiterate)
We encourage Treasury and the IRS to provide clarity on the following questions:
How should taxpayers report a virtual currency gift?
How can taxpayers disclose transactions if they own an interest in a partnership but do not know if the partnership received, sold, sent, exchanged, or otherwise acquired any virtual currency? Or is the question specific to the individual Form 1040 taxpayer’s ownership (without considering any pass-through entity activity)? – Entity would need to disclose info to owners.
Should taxpayers who claim a child or dependent credit for someone involved in or possibly involved in gaming answer “yes”?
What does the term “financial interest” mean?

(NEW member concerns to address)
Our members are especially concerned with language in the 2020 Form 1040 instructions (See Slide)
Instructions do not provide definition for “characteristics.” What does the term mean? Is something considered VC for tax purposes if it has some of the characteristics, one of the characteristics, or does it need all characteristics listed?
Ask IRS/Treasury to provide examples of different characteristics.
Form seems to force taxpayers to default answer “yes” to the VC question.
“Act as a substitute for real currency” – does this include gift cards?
Gaming – if convertible to fiat (Roblox), is it a virtual currency?
RISK: TP checks “no” to the question because they do not understand all the items included under the definition of the Form 1040 question. 
What are the repercussions if we answer the 1040 question incorrectly? What are the penalties and consequences? 
Recommend: a follow-up Form 1040 question about whether the TP has tax reporting obligation related to the VC.
Entity would need to disclose it to owners


https://www.aicpa.org/content/dam/aicpa/advocacy/tax/downloadabledocuments/20200228-aicpa-letter-on-irs-virtual-currency-guidance.pdf
https://www.irs.gov/pub/irs-pdf/i1040gi.pdf


Q&A
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Now we will go into our Q & A portion of the webcast.





AICPA National Tax Online Conference
Nov 15 - Nov 16, 2021

Register now
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Register now for the AICPA National Tax Online Conference on Nov 15-16.

https://future.aicpa.org/cpe-learning/conference/aicpa-national-tax-online-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
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Also, join our weekly town halls. It’s free to AICPA members, so register now. 

https://www.aicpastore.com/PracticeManagement/aicpa-town-hall-series/PRDOVR%7EPC-WC2290325/PC-WC2290325.jsp
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Upcoming learning opportunities 

Navigating unchartered waters together

The Latest and Greatest with Roth Conversion Planning
Support your clients to maximize the benefits of Roth conversions in the current environment by tuning 
in to an in-depth presentation led by renowned financial and tax planning expert, Bob Keebler, 
CPA/PFS, MST, AEP (Distinguished).

Feb 23rd

1pm-3pm ET 
CPE: 2

Annual Tax Update: Individuals and Sole Proprietors

In this comprehensive webcast we will present what’s new and what has changed in the 
federal individual income tax arena. We will bring you up-to-the-minute guidance on the latest 
tax legislation, court decisions and IRS pronouncements.

Feb 24th

9am-5pm ET
CPE: 8

Financial Advice in the Age of COVID

COVID has affected financial planning including the status of our health care system and 
health coverage policies. Learn what practices to put in place with this webcast.

March 16th 
1-2:45pm ET
CPE: 2

Presenter
Presentation Notes
Jeaneen
 Check out our upcoming learning opportunities with the latest and greatest with Roth Conversion Planning along with other financial planning webcasts. 

http://www.aicpastore.com/
https://future.aicpa.org/cpe-learning/webcast/the-latest-and-greatest-with-roth-conversion-planning
https://future.aicpa.org/cpe-learning/webcast/annual-tax-update-individuals-and-sole-proprietors
https://future.aicpa.org/cpe-learning/webcast/financial-advice-in-the-age-of-covid


Upcoming learning opportunities 

Navigating unchartered waters together

From the AICPA Tax Section: 

Administrative Adjustment Requests to Correct Partnership Returns
Feb 23rd

1pm-2:45pm ET
CPE: 2

Tax Practice Quarterly: Managing a Tax Practice in the Modern World

May 13th
or May 18th (rebroadcast)
1-2:45pm ET
CPE: 2
(free to AICPA Tax 
Section members)
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Jeaneen

http://www.aicpastore.com/
https://future.aicpa.org/cpe-learning/webcast/administrative-adjustment-requests-to-correct-partnership-returns
https://future.aicpa.org/cpe-learning/webcast/tax-practice-quarterly-managing-a-tax-practice-in-the-modern-world


AICPA Tax Policy & Advocacy Webpages

www.aicpa.org/advocacy/tax https://www.aicpa.org/advocacy/tax/2020t
axadvocacycommentletters.html
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For more information about the Tax Policy and Advocacy team check out our website and comment letters.

https://www.aicpa.org/advocacy/tax/2020taxadvocacycommentletters.html


Tax Section
Leading tax forward

Community
Network with 
peers on the 
latest issues, 
trending topics 
and knowledge-
sharing

Tax practice 
support

Robust resource 
library including 
tax return 
checklists, 
engagement 
letters and practice 
guides

15 hours of 
free CPE

4 webcasts 
offering 8 CPE 
credits plus 3 
self-study 
courses offering 
7 CPE credits 

Learning and 
growth

On-demand 
learning with
a webcast 
archive library

Exclusive member 
communications
Weekly newsletter 
on insights and 
strategies plus a 
subscription
to The Tax Adviser 
magazine

aicpa.org/tax
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The tax landscape is constantly evolving, and the AICPA Tax Section is here to help you elevate your practice.
The Tax Section offers resources on planning, compliance, IRS guidance, firm management and tax ethics.
As a member, you receive:
Four free tax webcasts offering 8 hours of CPE,
Unlimited access to their on-demand learning library,
One-year subscription to The Tax Adviser magazine along with a monthly members newsletter to stay up to date on the latest issues and trending topics,
And, opportunities to network with your peers in the Tax Section community.






Thank you

aicpa.org/advocacy/tax/washingtontaxbrief.html

AICPA Washington Tax Brief
The latest news, advocacy, exclusive
videos, resources and learning in one place.

Don’t miss our next free webcast!
June 30, 2021

Thank you

Presenter
Presentation Notes

Jeaneen  

Thank you for joining us today and we would love for you to join us on our next Washington Tax Brief on June 30, 2021.
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