Greetings from the Accountant's Corner & Happy 2022!
Wow, I can't believe I just wrote that. Where does the time go?
I trust that those reading this material are safe, sound, healthy, and looking
forward to 2022. I also trust that you are rapidly preparing for what will
most likely be another very challenging tax season, but hopefully nothing
like what we experienced during the last two seasons under this COVID-19
cloud. Without a doubt, this pandemic has had an impact on all of us, and
the IRS is not excluded. Some of you have probably experienced the burden
of delayed tax return processing, refunds, stimulus payments, advanced child
tax credit payments, difficulties in trying to call, or other frustrating
experiences with the IRS. While I won't give them a total pass, I will say
that the IRS has also had its share of pandemic-related impacts with
increased demands and responsibilities stemming from the many tax-law
changes coming out of the CARES Act & American Rescue Plan, to name a
couple, and a major decrease in personnel and delays related to a large
number of its workforce still working from home. With that said, I'm hoping
that the 2022 tax season returns us to some pre-pandemic normalcies,
although I won't hold my breath. I believe we must all hope for the best,
but also plan for the unexpected.
There have been several tax changes, both large and small, that will impact
our 2022 tax season. Different bills will impact individuals, small businesses
and corporations in different ways. This newsletter will attempt to focus on
those laws that will have the greatest impact on individual taxpayers.
To date, there are several signature pieces of legislation signed into law that
will impact our 2022 tax season. They include the …

DEC 2021 - JAN 2022

-

Coronavirus Response & Recovery Act (CRRA)
American Rescue Plan (ARP)
Infrastructure Investment & Jobs Act (IIJA)
The Further Consolidated Appropriations Act of 2020 (FCAA)
Build Back Better Act (BBBA) (passed by the House; still not signed by
Congress)

NEWLY SIGNED
LEGISLATION

Here are some important tax
considerations that have come out
of these bills (and/or are likely to
come out of the BBBA).

Charitable Contributions (under CRRA):
For those of you who do not itemize, you can still take a minimal deduction for your cash
contributions. The maximum amount of that deduction has been raised for 2021 from $300
up to $600 (but only if you're married filing jointly (MFJ)). For those who do itemize,
qualified charitable contributions made in 2021 may generally be deducted to the extent of
100% of your income.

Advance Premium Tax Credit (APTC) Repayments:
For those of you who benefited from the waiver of APTC repayments in 2020 –
congrats! But please beware that forgiveness will not be available in 2021. If you
received an excess APTC in 2021, expect to repay it on your 2021 tax return. The
waiver for the repayment of the excess PTC was only for 2020. A taxpayer's excess PTC
is the amount by which the taxpayer's advance payments of the PTC exceed his or her allowed PTC and
will have to be repaid in 2021 as was the case prior to 2020.

Retirement Withdrawals (made in 2020):
For those who withdrew funds from his/her retirement in 2020 and elected a 3-year tax
spread of your retirement distributions, remember that one-third of those distributions must
be included in your income for 2021. A new Form 8915-E must also be attached. Also note
that although the CARES ACT waived requirement minimum distributions (RMDs) for 2020,
RMDs are back for 2021.

Child Tax Credit for 2021:

The ARP expanded the child tax credit available to qualifying
individuals by increasing the credit from $2,000 to $3,000 or, for qualifying
children under age 6, to $3,600. It also increased the age of a qualifying child
from 16 years old to 17 years old and increased the refundable amount of the
credit so that it equals the entire credit amount, rather than having the taxpayer
calculate the refundable amount based on an earned income formula.

Advanced Child Tax Credit (ACTC) "Overpayments":
By now, most of you are familiar with the ACTC monthly distributions that started
in July and ran through December 15. Much like the Economic Impact Payments (EIP), some of you received
too little, too much, or just the right amount. Unlike the EIP, those of you who received an overpayment,
the difference may have to be repaid, while those who opted out of the ACTC or received too little will be
eligible to receive the difference on your 2021 tax return. For example, if a taxpayer received ACTC
payments for two children based on his/her 2020 tax return and they don't claim both children in 2021, they
would need to repay the excess on their 2021 tax return, unless protected under a new safe harbor law.
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Earned Income Credit (EIC)
The EIC threshold has been raised beyond the normal inflationary adjustments for
those individuals who are between the ages of 19-25 and have no children (the
previous minimum age of eligibility for taxpayers with no children was 25). For
2021, the EIC for an individual with no qualifying children nearly triples from a
maximum of $543 to $1,502.

Also for 2021, thanks to the ARP, the amount of investment income an individual can have before being
ineligible for the EIC increases, and allows the credit in the case of certain separated spouses. The ARP also
allows a taxpayer to substitute his/her 2021 earned income for his 2019 earned income if the 2019 earned
income increases the taxpayer’s overall tax outcome.

Residential Energy Credits:
Energy improvements to a taxpayer’s house (insulation, windows, doors, etc.) are
eligible for the $500 credit if the taxpayer has never taken the $500 (or $1,500)
credit in previous tax years. The insulation credit is for energy improvements
made before January 1, 2022. The solar energy credit (for new installs only) is
26% for 2021 & 2022 and 22% for 2023. Under the CRRA, the solar credit is not
available in 2024, but watch out for the BBBA, which could extend this credit
further.

Student Loan Forgiveness:

Educator Expense Deduction:
The CRRA required the IRS
to issue guidance or
regulations providing that
personal protective
equipment and other
supplies used for the
prevention of the spread of COVID-19 are
treated as eligible expenses for purposes of the
educator expense deduction.

The ARP modified the tax
treatment of student loans
forgiven in 2021 through 2025
to provide that certain
discharges are not includible in
income. Formerly, any student
loan debt canceled by the government was considered
taxable and levied at the borrower’s normal income
tax rate.

The FCAA
The FCAA extended many expired tax provisions. The most significant extension was excluding from gross
income the discharge of qualified principal residence indebtedness (QPRI). The CRRA extends the exclusion
from income on the discharge of debt on a principal residence before January 1, 2026, and also limits the
amount of QPRI to $375,000 ($750,000 for MFJ) for tax years 2021 to 2025.
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Mortgage Insurance Premiums:
Under the CRRA, mortgage insurance premiums are deductible for tax year
2021. The CRRA does not affect any mortgage insurance premiums paid or
accrued after January 1, 2022.

Electric Vehicle Credit:
The Internal Revenue Code still provides a credit to the purchaser of a qualified
plug-in electric drive motor vehicle, including passenger vehicles and light trucks.
However, the credit allowed is equal to $2,500 plus an additional amount, based
on battery capacity, that cannot exceed $5,000. The credit phases out over six
calendar quarters beginning when a manufacturer has sold at least 200,000
qualifying vehicles in the U.S. Recently, the IRS added several models to its list
of vehicles eligible for a maximum $7,500 credit (see www.irs.gov/businesses/irc-30d-new-qualified-plug-inelectric-drive-motor-vehicle-credit for a full list of vehicles.) Watch out for BBBA, which could make a
portion of this credit refundable.

As you can see, much has changed for tax year 2021 and beyond.
This document merely highlights the more impactful changes for the majority of
taxpayers in 2022. But it doesn't serve as an all-encompassing list of changes.
Please feel free to visit our online Newsletter (https://4was.com/newsletter.html)
for more detailed and update-to-date information, particularly concerning BBBA.
You should also contact your tax professional to learn how these tax changes
impact your specific tax outcomes.
Happy tax filing season!
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