DIVORCE AND YOUR TAX RETURN: WHAT THE SETTLEMENT MAY NOT
RESOLVE

A divorce settlement divides assets and establishes legal rights, but it does not resolve every tax question that
follows. Filing status, child-related benefits, property basis, retirement transfers, and prior joint return liability all
require a separate tax review. Understanding where the settlement ends and tax law begins can help you avoid
costly surprises after the divorce is final.

TAX UPDATE: “ONE BIG BEAUTIFUL BILL" SIGNED INTO LAW

Last week President Trump signed his highly anticipated “One Big Beautiful Bill” (OBBB), enacting a second round
of major federal tax reform over the past decade. While the OBBB serves to extend various provisions of the
2017 Tax Cuts and Jobs Act (TCJA), it goes further to introduce various new provisions promised by President
Trump during his 2024 presidential campaign. Below are the key tax highlights of the OBBB.

Individual Highlights

e TCJA provisions made permanent:
e Lower tax brackets, with maximum rate of 37%
Higher Federal Estate Tax Exemption ($15M in 2026, adjusted annually for inflation)
Increased Standard Deduction ($31,500 MFJ, $23,625 HOH, $15,750 Single for 2025)
Increased child tax credit ($2,200 per child, adjusted annually for inflation)
Personal and Dependency Exemptions repealed
Elimination of miscellaneous itemized deductions subject to 2% floor
Qualified Business Income deduction
e Excess Business Loss limitation
e “No tax on tips” via a deduction of up to $25,000 to offset tip income, subject to income limitations
e “No tax on overtime” via a deduction of up to $12,500 to offset certain overtime payments required under
Federal law, subject to income limitations
e State and Local Tax Deduction increased to $40,000, subject to phaseouts for high income earners
e Above the line charitable deduction of $1,000 ($2,000 MFJ) for nonitemizers
e Deduction for up to $10,000 of automobile loan interest for vehicles purchased after 2024
e Additional deduction of up to $6,000 for senior citizens, subject to income limitations

Business Highlights

Bonus depreciation permanently set to 100% for eligible assets placed in service after 1/19/2025
Domestic Research & Development costs are immediately deductible for years beginning after 12/31/2024
e Business interest expense deduction limitation reverts back to an EBITDA calculation, resulting in higher
interest expense deduction for some taxpayers

Beauty Service businesses eligible for the FICA Tip Credit

Energy Efficient Credit Changes

$7,500 clean vehicle credit terminates for vehicles acquired after 9/30/2025

Residential clean energy credits and energy efficient home improvement credits are terminated as of
12/31/2025

New energy efficient home credit expires early and may not be claimed for a qualified home acquired after
6/30/2026

Alternative fuel vehicle refueling property credit does not apply to any property placed in service after
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6/30/2026

Other Highlights

e $1,000 Trump accounts are created operating like individual retirement accounts for children born after
12/31/2024 and before 1/1/2029, who are U.S. citizens at birth

e 1099 Information reporting threshold for business payments increased to $2,000 in 2026 (previously $600),
adjusted annually for inflation

e 529 Plan qualified higher education expenses are expanded to include additional expenses in connection with
enrollment or attendance at a private, public or religious elementary or secondary school

TBC will continue to monitor the implementation of the OBBB over the coming months. Stay tuned for more
detailed correspondence, including criteria, eligibility, and limitations for the OBBB provisions. For more
information, please contact your TBC advisor.

THINKING ABOUT YOUR 2021 PERSONAL TAX RETURN AND ITEMS NEEDED
TO FILE?

These are a few items to consider when gathering your personal income tax data for the upcoming tax year:

1. Economic Impact Payment

The IRS issued a third round of stimulus checks starting March 12, 2021. Be sure to let your tax preparer know
how much you received. Payments were $1,400 for each individual plus an additional $1,400 for each dependent
in a family.

Did you receive less than these amounts? Payments were phased out for joint filers with adjusted gross
incomes (AGI) above $150,000, head-of-household filers with an AGI above $112,500, and single filers with an
AGI above $75,000. In fact, third-round stimulus checks were reduced to zero if your AGI was above $160,000
(joint filers), $120,000 (head-of-household), or $80,000 (singles).

Did you have a loved one pass away during 2021? For those individuals who have died on or after January
1, 2021 are still eligible to receive the third stimulus check. If a check was not received, the deceased taxpayer
may be entitled to claim a recovery rebate credit on their final 1040 return.

Don’t recall if you received a payment? You can check the status of your third Economic Stimulus check by
going to the IRS website and logging into “Get My Payment”. You will need to enter your SSN, date of birth,
street address and zip code. The IRS will indicate if a payment was issued. If by direct deposit, the website will
indicate the date of the deposit and the bank account number.

2. Advanced Child Tax Credit Payments

On a monthly basis from July 15, 2021 - December 15, 2021, the IRS issued payments to eligible individuals as
an advanced payment of the child tax credit that would have been taken on the 2021 tax return. The amount
allowed as a Child Tax Credit on the 2021 return will be offset by the amount of payments received during the
last half of the year.

Early in 2022, the IRS will issue Letter 6419 documenting any advance payments issued to families during 2021
and the number of qualifying children used to calculate the payments. Be sure to provide this letter to your tax
preparer as this will be important information that they will need.

Individuals can also access the IRS Portal and create an account to view the amount of payments received during
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the year.

3. IRA Distribution and Repayment

During 2020 “qualified individuals” affected by Covid-19 were permitted to withdraw up to $100,000 from an IRA
or an employer plan such as a 401K or 403b without incurring penalties. Individuals will still need to pay income
tax on the distribution but could have elected on the 2020 return to spread the distributions over three years
reporting 1/3 of the amount in tax years 2020, 2021 and 2022.

The taxpayer also has the opportunity to “recontribute” some or all of the Covid related distributions to their
retirement plan at any time during the 3 year period if they choose. The amounts repaid will not be subject to
tax. Note the 3 year period for recontributions begins the date after the Covid distribution and ends on the third
anniversary of this day.

Note the amount taxable will be reduced by amounts repaid by the taxpayer. Be sure to advise your tax
preparer of any amounts repaid during tax year 2021, including the date of the payments.

4. Charitable Contributions

Normally individuals who claim the standard deduction can-not claim deductions for the amount of charitable
contributions made during the year. For 2021, individuals can claim a deduction up to $300 for cash
contributions made to a qualifying organization. This amount increases to $600 for married individuals filing a
joint return. Cash contributions include those made by check, credit card or debit card.

5. Virtual Currency

Buying and selling cryptocurrency is taxable as the IRS views this as property much like stocks and not currency,
which means you must report any capital gains and losses when disposing of it.

If you have cryptocurrency:

¢ Did you sell crypto currency for cash
Pay for goods or services

e Buy one crypto with another crypto
Receive mined crypto

Was paid in crypto or by airdrop
Received crypto rewards

You will need records of the fair market value of your cryptocurrency when you mined it or when you bought it,
as well as records of the fair market value when it was sold, used to purchase goods or services or when it was
exchanged for another cryptocurrency.

If you are becoming more involved in cryptocurrency, there are several cryptocurrency portfolio trackers that
allow you to track the total amount and value of your cryptocurrencies across all wallets, exchanges, platforms
and blockchains in real time. Some popular Crypto Portfolio tracking tools include Blockfolio, Delta, Coinstats,
Lunchmoney and Altpocket

NYS COVID-19 SMALL BUSINESS GRANT

On August 25, 2021, the NYS COVID-19 Small Business Recovery Grant Program expanded its criteria for grant
eligibility. Specifically, the grant program now allows businesses to apply with:

1. Annual gross receipts of less than $2,500,000, and
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2. Who received PPP funds in amounts of $250,000 or less.

Please see below for more details. The program is accepting applications at:

Updated Grant Amounts

Grant awards will be calculated based on a business’s annual gross receipts for 2019 (subject to change by
Empire State Development).

Award is $5,000 / business if annual gross receipts: $25,000 - $49,

Award is $10,000 / business if annual gross receipts: $50,000 - $99,;

Award is 10% of gross receipts if annual gross receipts: $100,000 - $2,500,000;
The maximum grant is $50,000

Eligibility
To qualify the small business must:

Have begun operations on or before March 1, 2019.

Have 2019 or 2020 Gross Receipts of between $25,000 and $2,500,000 per annum

Demonstrate positive net profit on 2019 Business Return ($1 or greater)

Demonstrate at least 25% loss in Annual Gross Receipts in a year-to-year gross receipt comparison as of

December 31, 2020 to the same period in 2019.

5. Demonstrate that the total business expenses on the 2020 business income return are greater than the grant
amounts.

6. Not have qualified for business grant assistance programs under the federal American Rescue Plan Act of 2021
or any other available federal COVID-19 economic recovery or business assistance grant programs, including
loans forgiven under the federal Paycheck Protection Program, or are unable to obtain sufficient business
assistance from such federal programs. However, the applicant will not be disqualified from this Program if
they have received or been awarded any of the following federal assistance:

1. United States Small Business Administration (“SBA”) Paycheck Protection Program loans totaling $250,000 or
less;

2. COVID-19 Economic Injury Disaster Loan (“EIDL") Advance Grant of $10,000 or less;

3. COVID-19 EIDL Supplemental Targeted Advance Grant of $5,000 or less; or

4. SBA Shuttered Venue Operators Grant.

7. The applicant must submit a formal certification with NYS. A PDF copy of the Applicant Certification can be

found here:
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Taxability

NYS has passed a law (NYS Senate Bill S7230) providing an exclusion from NYS taxable income for the amounts
received pursuant to the COVID-19 pandemic small business recovery grant program, to the extent includable in
federal taxable income.

Ineligible Businesses

Landlords and passive real estate businesses

Businesses that received awards from the SBA Restaurant Revitalization Grant Program
All Non-Profits, Churches and other religious institutions

Government-owned entities or elected official offices

Businesses primarily engaged in political or lobbying activities

lllegal businesses or enterprises

Other industry or business types as specified by Empire State Development

NoukwbhE

Eligible Use of Grant Funds

The grants must be used for COVID-19 related losses or expenses incurred between March 1, 2020 and April 1,



2021. These include:

1. Payroll costs

2. Commercial rent or mortgage payments for NYS-based property (but not any rent or mortgage
prepayments)

3. Payment of local property or school taxes associated with a small business location in NYS

4. Insurance costs

5. Utility costs

6. Costs of personal protection equipment (PPE) necessary to protect worker and consumer health and safety

7. Heating, ventilation, and air conditioning (HVAC) costs

8. Other machinery or equipment costs

9. Supplies and materials necessary for compliance with COVID-19 health and safety protocols

10. Other documented COVID-19 costs as approved by Empire State Development

Ineligible Uses of Funds

Grants awarded under the program may not be used to re-pay or pay down any portion of a loan obtained
through a federal COVID-19 relief package for business assistance or any New York State business assistance
programs.

Please contact your TBC Advisor to discuss whether your business qualifies for this program and other COVID-19
relief options.

THINKING ABOUT RENTING YOUR RESIDENCE OR VACATION HOME?

If you've ever considered renting out your family’s vacation home, or your personal residence, you're in luck! The
IRS has special provisions in the tax code for both vacation home rentals and the short-term rental of your
personal residence that could result in you receiving tax-free income.

There is a special section in the Internal Revenue Code known colloquially as the “Augusta Rule”. If you own a
vacation property or reside in a highly desirable location, you can choose to rent your residence out for fourteen
days or less and collect the rental income tax-free. The only caveat is that the total amount of income received
must be deemed reasonable. For example, you cannot rent your home for $1,500 per night when the local
market rates are only $500 per night.

For the purposes of this tax section, a residence is defined as any dwelling unit used for personal purposes more
than 14 days, or more than 10% of the number of days during the year the unit is rented at a fair rental price. For
example: if you rent your home for 14 days, you would have to use it for personal purposes for 1 day to qualify
for treatment as a personal residence. If the home qualifies as a residence, and as long as you do not exceed 14
total rental days during the year, you do not have to report the income on your tax return.

Unlike a regular rental business, if you qualify under this exclusion you cannot take any of the home’s expenses
as a rental deduction on Schedule E of your personal tax return. The reason for this is this specific rental activity
does not qualify as a business for income tax purposes to be reported. Therefore the expenses are considered
personal and nondeductible. However, you can still take the mortgage interest and real estate taxes as an
itemized deduction on Schedule A to the extent allowed, as well as home office deduction if applicable.

What happens if you exceed 14 rental days?

The rules are a bit more complicated. Step one is you must determine how many days the property is used for
personal use. If the property is used for personal use during the year for the greater of 14 days or 10% of the fair
rental days, then the property qualifies for “vacation home” treatment and the rental expenses will be limited to
the rental income generated. If the property does not meet the “vacation home” criteria, and wasn’t used for
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enough personal days during the tax year, it would be reported as a regular rental property on Schedule E.

If the property does qualify as a vacation home, step two is to allocate the applicable expenses of the home for
the tax year on a pro rata basis between personal and rental use based on the number of days used/rented. After
allocating the expenses between rental use and personal use, the rental portion of the deductions is allowed only
to the extent rental income was generated. Essentially, if the rental activity generates a profit, it must be
reported as income, but if the activity generates a loss, the loss is not deductible. The best you can do is report a
zero net profit. The allocable personal portion of the real estate taxes and mortgage interest are still reported as
an itemized deduction on Schedule A, to the extent allowable.

Moreover, the IRS has a generous definition of personal use. It is generally defined as:

e property used by a taxpayer or spouse,
e another person with an interest in the unit,
e or any family member of the taxpayer or other person with an interest in the unit

The above definitions all qualify as personal use days under the vacation rental guidelines. Note: this does not
apply if the property is rented under a rental arrangement at a fair rental price, and is being used as the tenant’s
principal residence, regardless if the tenant is related to the property owner.

What’s the one piece of information to take away?
Go rent your personal residence for 14 days or less and use that money to go on an income tax-free vacation!
Consult your tax advisor for questions about your specific situation.

by: Heather Mallette, CPA

IRS TO DELAY TAX FILING DEADLINE

The National News Media has reported that the Internal Revenue Service (IRS) has delayed the 2020 tax filing
deadline until mid-May. We do not have official word yet from the IRS as to whether there will be a delay, what
filing requirements will be affected, and what the actual deadline will be. Additionally, we do not have word
from New York State, or many other states, on whether they will conform to the new filing deadline.

Because of this, TBC will continue to operate as if the tax filing deadline is 4/15/2021. If this changes, we will let
you know as soon as possible.

Please feel free to reach out to your TBC accountant with any questions.

NOTICE: IRS ADVICE ON UNCASHED CHECKS AND NOTICES TO PAY

You may have noticed that the Internal Revenue Service (IRS) has not cashed your check or you may have
received a failure to pay notice from IRS even though you timely paid their tax due by check. Unfortunately, if a
taxpayer mailed a check, with or without a tax return, it may still be unopened in the backlog of mail the IRS is
currently processing due to Covid-19. What should you do in this situation?

The IRS has updated its website (link below) to note that payments will be posted as of the date IRS received
them rather than the date the IRS processed them. Therefore, once the IRS opens the mail and cashes the
check, it will appropriately credit the payment and remove any interest and penalties associated with a timely
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filed payment. To avoid penalties and interest, taxpayers should not cancel their checks and should ensure
funds continue to be available so the IRS can process them.

The IRS is also providing relief from bad check penalties for dishonored checks the IRS received between March 1
and July 15 due to delays in processing, however, other penalties and interest may apply.

Due to high call volumes, IRS suggests waiting to contact them about any unprocessed paper payments still
pending.

For further information, please view it HERE

CARES ACT - UNEMPLOYMENT INSURANCE COVERAGE

The CARES Act generally provides assistance to individuals who are unemployed, partially unemployed, or unable
to work due to COVID-19. The CARES ACT provides for the following unemployment benefit programs:

Pandemic Unemployment Assistance (PUA) - this program will extend benefits to those individuals who are
not otherwise eligible for unemployment benefits (i.e. independent contractors, self- employed) . The PUA
program runs from January 27, 2020 through December 31, 2020 and benefits will be received retroactively, for a
period of 39 weeks, as long as the inability to work is caused by COVID-19. Eligibility will end on December 31,
2020 unless extended.

e How do | apply? Apply for PUA benefits after you have been determined ineligible for Ul benefits by visiting
your state’s labor department website. For New Yorkers - go to Note: you must apply for unemployment
insurance BEFORE you apply for PUA.

e For more detailed information you can click on this link.

Pandemic Emergency Unemployment Compensation (PEUC) - this is an additional 13 weeks of coverage
provided to unemployed individuals who have exhausted their state’s regular unemployment coverage (which in
most cases is 26 weeks), for a total of 39 weeks.

Pandemic Unemployment Compensation (PUC) - is an additional $600 per week in addition to the
unemployment compensation benefits to which an individual is entitled with payments being made through July
31, 2020. This amount will be automatically added to your regular Ul or PUA benefits. Note that this income will
not be counted towards your income eligibility for Medicaid.

For more information from the NY State Department of Labor, including frequently asked questions and answers
about unemployment insurance during the coronavirus - visit

Expansion of Work Sharing Program

The CARES Act also provides funding for states that have Short-Time Compensation programs and financial
incentives for states to adopt such programs where they do not already exist. Short-Time Compensation - also
known as Work-Sharing - programs are voluntary agreements between employers and their state unemployment
office to avoid layoffs by reducing employee hours. The employees, in turn, are eligible for prorated
unemployment benefits. States with work sharing programs include AZ, AK, CA, CO, CT, DC, FL, IA, KS, ME, MA,
MI, MS, NE, NH, NJ, NY OH, OR, PA, RI, VT, TX, WA and WI.

What do | need to know?

e Are you already approved for Unemployment insurance? - if so, there is nothing for you to do except continue
to certify weekly. In addition you will receive $600/week under the Pandemic Unemployment Compensation
program until 7/31/2020 with payments beginning 4/5/2020.

e Have you exhausted 26 weeks of unemployment insurance benefits after 7/1/2019? You can apply for the
Pandemic Emergency Unemployment Compensation (PEUC) by going online at or call 1-888-209-8124. If
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eligible you may qualify to receive 13 weeks of additional Ul benefits and an additional $600/week until
7/31/2020 under the Pandemic Unemployment Compensation program.

e Are you filing a new Ul claim? Apply online at (recommended) or call 1-888-209-8124. Note for NY residents,
the day you should apply is based on the first letter of your last name. A-F file on Monday, G-N file on Tuesday,
O- Z file on Wednesday. If you missed your day file on Thursday - Saturday. Claims will be backdated to the
date you became unemployed. If you qualify for Ul benefits, Ul benefits will be received for 39 weeks and in
addition you will receive $600/week under the Pandemic Unemployment Compensation program until
7/31/2020 with payments beginning 4/5/2020.

e |If you are not traditionally eligible for Ul benefits (I.e. independent contractors or self-employed): you may
apply for Pandemic Unemployment Assistance (PUA). First check your eligibility by visiting
e If eligible - you may qualify to receive 39 weeks of benefits in addition you will receive $600/week under the

Pandemic Unemployment Compensation program until 7/31/2020 with payments beginning 4/5/2020.
e Follow guidance below on how to apply
e For more information from the NY State Department of Labor, including frequently asked questions and
answers about unemployment insurance during the coronavirus - visit

For more information on Unemployment Insurance Coverage, please visit our CARES Act - Individual Provisions
HERE.

Disclaimer: This post was current as of the date of posting. Any changes made to the law or
regulations since original posting has not been incorporated. Please view the recent postings for
current information or contact us directly with any questions.

SBA LOAN PROGRAM AND APPLICATION PROCESS

The Small Business Administration (SBA) has expanded its Economic Injury Disaster Loan program to provide
working capital loans of up to $2 million to give much needed economic relief and support to small businesses
across the country. To learn how you can apply for a loan keep reading and if you have any questions please
reach out to your adviser at TBC to help you through the process.

How Can | Apply?
Here are the steps to apply for an SBA Loan:

1. Review if you are in an eligible disaster area by visiting:
a. All counties within New York State are considered disaster areas. Furthermore the SBA has declared all
small business owners in all U.S. states, Washington D.C. and territories as eligible for a loan.

2. You can apply online by visiting:
b. The website will guide you through the process. You will need to download and fill out multiple forms (see
more information below).

3. Check your Application Status by calling the following number 1-800-659-2955 or by emailing:
disastercustomerservice@

After you have applied for your SBA Loan, a loan officer from the SBA will contact you with any additional
information needed to process your loan.

What do | need?

e Disaster loan application (SBA Form 5)
e This form is where you will provide your business information, ownership information, along with estimated
loss due to COVID-19, and your insurance information.
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Tax Information Authorization (IRS Form 4506T)

e This form authorizes the IRS to share your tax information with the SBA. It must be signed by the SBA
applicant or more than 20% of the owners of each business.

Complete copies of your most recent Federal Income Tax Returns

Personal Financial Statement (SBA Form 413)

e You must provide this signed personal financial statement to the SBA. It must be filled out by the applicant
and/or more than 20% owners of the applicant business.

Schedule of Liabilities (SBA Form 413)

e You must list all liabilities of the applicant and it must be signed by the applicant or more than 20% owner of
the business.

Additional information that may be requested:

e Personal tax returns of more than 20% owners of business.

e A current year-to-date profit and loss statement as well as previous year end.

e SBA Form 1368 providing monthly sales figures for the previous three years.

For information on the SBA Loan Enhancements please go HERE.
How can TBC help?
TBC can assist you in preparation of your loan application and the organization of information by:

Gathering past and current tax returns

Gathering and/or preparing business financial statements
Compiling personal financial statements

Assisting with income and sales projections
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Disclaimer: This post was current as of the date of posting. Any changes made to the law or
regulations since original posting has not been incorporated. Please view the recent postings for
current information or contact us directly with any questions.

THINKING ABOUT MOVING TO ANOTHER STATE IN RETIREMENT? DON'T
FORGET ABOUT TAXES

When you retire, you may consider moving to another state — say, for the weather or to be closer to your loved
ones. Don’t forget to factor state and local taxes into the equation. Establishing residency for state tax purposes
[x] may be more complicated than it initially appears to be.

Identify all applicable taxes

It may seem like a no-brainer to simply move to a state with no personal income tax. But, to make a good
decision, you must consider all taxes that can potentially apply to a state resident. In addition to income taxes,
these may include property taxes, sales taxes and estate taxes.

If the states you're considering have an income tax, look at what types of income they tax. Some states, for
example, don’t tax wages but do tax interest and dividends. And some states offer tax breaks for pension
payments, retirement plan distributions and Social Security payments.

Watch out for state estate tax

The federal estate tax currently doesn’t apply to many people. For 2019, the federal estate tax exemption is
$11.4 million ($22.8 million for a married couple). But some states levy estate tax with a much lower exemption
and some states may also have an inheritance tax in addition to (or in lieu of) an estate tax.
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Establish domicile

If you make a permanent move to a new state and want to escape taxes in the state you came from, it's
important to establish legal domicile in the new location. The definition of legal domicile varies from state to
state. In general, your domicile is your fixed and permanent home location and the place where you plan to
return, even after periods of residing elsewhere.

Each state has its own rules regarding domicile. You don’t want to wind up in a worst-case scenario: Two states
could claim you owe state income taxes if you established domicile in the new state but didn't successfully
terminate domicile in the old one. Additionally, if you die without clearly establishing domicile in just one state,
both the old and new states may claim that your estate owes income taxes and any state estate tax.

How do you establish domicile in a new state? The more time that elapses after you change states and the more
steps you take to establish domicile in the new state, the harder it will be for your old state to claim that you're
still domiciled there for tax purposes. Some ways to help lock in domicile in a new state are to:

e Buy or lease a home in the new state and sell your home in the old state (or rent it out at market rates to an
unrelated party),

Change your mailing address at the post office,

Change your address on passports, insurance policies, will or living trust documents, and other important
documents,

Register to vote, get a driver’s license and register your vehicle in the new state, and

Open and use bank accounts in the new state and close accounts in the old one.

If an income tax return is required in the new state, file a resident return. File a nonresident return or no return
(whichever is appropriate) in the old state. We can help with these returns.

Make an informed choice

Before deciding where you want to live in retirement, do some research and contact us. We can help you avoid
unpleasant tax surprises.



