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Greetings from the Accountant’s Corner
Here’s wishing all my readers a very prosperous and fruitful New Year filled with peace, joy and many blessings. This letter serves as a periodic, informative tax update. As we engage upon another tax filing year, believe it or not, there’s not much new tax legislation to discuss. Our last major legislative signing was the Secure 2.0 Act of 2022, signed into law on December 29, 2022 as part of the larger Consolidated Appropriations Act of 2023. The Secure 2.0 Act produced some enhancements to our qualified retirement plans. Prior to this, the last major tax legislation was the passage of the Inflation Reduction Act (I.R.A.) back on August 16, 2022, which provided us with some favorable energy tax credit incentives. Both legislative adoptions will have an impact on our 2023 & beyond tax years. These adoptions also extended some expiring tax benefits while allowing others to elapse. This article will briefly summarize those developments that I believe will have the greater impact on the majority of my readers. Please note however, that the specific details of these credits & developments come with limitations and are worthy of one-on-one conversations with your tax advisor:
Clean Vehicle Credit (CVC): The CVC is an upgrade to our previous Qualified Plug-in Electric Drive Motor Vehicle Credit. But the CVC provides some perks and twists. For starters, the credit is available for new and used, qualifying, electric vehicles. The credit is maxed-out at $7,500 for new vehicles and $4,000 for used vehicles. Please beware that this credit has new limitations, which include ceilings on purchase price and ceilings on modified adjusted gross income. For those who may qualify and are considering acquiring one of these vehicles in 2024, another new code implementation allows purchasers to receive the credit at the time of acquisition through the dealership, rather than waiting until next tax season to apply the credit to your tax liability. 
Home Energy Improvements Credit (HEIC): The HEIC is a major upgrade to the former Nonbusiness Energy Property Credit. It allows a tax credit of 30% on all qualified HEIs made after December 31, 2022 and before January 1, 2033 - a 10-year extension. The 30% credit is the sum-total of these three energy improvement categories:
1. Energy efficient improvements, including skylights, windows, insulation, and doors (for your primary residence only).

2. Energy property improvements, including HVAC & water heaters (for primary & secondary residences, but not investment properties).

3. The cost incurred to have a home energy audit performed (for your primary residence only).
Although the general tax credit is 30%, each category referenced above comes with individual credit ceilings and limitations (the government never makes this stuff simple).
Residential Clean Energy Credit (RCEC): The RCEC modifies the previous Residential Energy Efficient Property Credit and extends it through 2034. For tax years 2023-2032, the tax credit is 30% for all qualified solar electric property, solar water heating property, fuel cell property, small wind energy property, and battery storage technology, to name a few. Note that some of these credits apply only to your primary residence, while others are also applicable to your secondary homes.
Secure 2.0 Act (S2A): The S2A, passed in December 2022, was an effort by Congress to encourage employees to start saving more for retirement. S2A got its name by expanding the former Secure Act of 2019. These employee/employer savings mechanisms are broad and extensive. In short, The S2A expands automatic enrollment of employees in employer retirement plans with a minimum contribution of 3% (but no more than 10%), with an annual increase of 1% until it reaches 10%, but no more than 15% (note that certain small businesses and pre-existing retirement plans are exempt from these guidelines). While these new enrollment requirements will not take effect until 2025, employees can choose to opt out.
Starting January 2024, employers can offer an emergency savings account to its existing retirement plan to further encourage employees to save. This savings vehicle gets maxed-out at $2,500, and every dollar contributed above the limit would automatically be directed to the employees’ retirement account. Upon separation from service, employees can elect to receive their emergency savings account balance in cash, or have it transferred to an IRA account.
Also beginning in 2024, for those employees who find it difficult to save for retirement due to their commitment to pay off student debt, S2A allows employers to make matching retirement contributions to the employees’ retirement account for those eligible student loan repayments.

New Required Minimum Distribution (RMDs) Rules: Under previous law, retirees had to begin taking RMDs at age 72. S2A increased the required minimum distribution age to 73 (for those turning 72 after 12/31/22 or before 1/1/33), beginning on Jan. 1, 2023, and to age 75, beginning in 2033 (for those turning 74 after 12/31/32).

Access to Retirement Savings: SA2 expanded access to retirement funds in several ways:

1. Beginning on 1/1/2024, participants are allowed to access up to $1,000 annually, if repaid, or every 3 years if not repaid, for unforeseen personal or family emergency expenses without incurring a 10% early withdrawal penalty. 

2. Section 314 of S2A permits survivors of domestic abuse to withdraw the lesser of $10,000 or 50% of their retirement account without penalty beginning 1/1/2024.

3. Section 331 of S2A allows victims of a federally declared natural disaster to withdraw up to $22,000 from their retirement account without penalty. The withdrawal is treated as gross income over three years without penalty beginning 12/29/2022.

Overview of Tax Expirations/Extensions: There are several tax expirations that have been extended. This list represents my top 5 tax expirations that have been extended through 2025:

1. Affordable Care Act (ACA) – Subsidies received under the ACA have been extended through 2025
2. Student Loan Forgiveness – the forgiveness of student loan debt has been excluded from income and is extended through 2025

3. Educational Assistance Programs – these employer-sponsored benefits are excluded from income and is extended through 2025

4. Cancelled Debt – The cancellation of debt exclusion for qualified principal residence indebtedness has been extended through 2025

5. Child Tax Credit (CTC) – The CTC was increased to $2,000 per qualifying child in 2018. This increased credit has been extended through 2025

6. Bonus: Qualified Business Income (QBI) – QBI is a general 20% tax deduction for business owners (not including C-Corporations). This deduction is extended through 2025

Whew! And I prefaced this article by saying there was no new legislation to speak of. There’s so much more that can be said. But sometimes, “less is better.” I anticipant many questions & inquiries will arise from this article. To learn more, including topics surrounding the new Form 1099-K threshold delay, IRS penalty relief, current tax scams, and more, I would encourage you to visit our online Newsletter (https://4was.com/newsletter.html), both now and throughout the year. For specific questions and qualifications, please don’t hesitate to contact me directly. Now is also a good time to encourage you to get organized for tax season. The IRS has announced the kick-off to start January 23, 2024. Here’s wishing you a safe and productive 2024!
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