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Re: Year-end tax and financial planning letter for small businesses

As we wrap up 2021, it is important to take a closer look at your tax and financial plans. This
year likely brought challenges and disruptions that significantly impacted your personal and
financial situations — a continued global pandemic, several significant natural disasters, new
tax laws and political shifts. Now is the time to take a closer look at your current tax strategies to
make sure they are still meeting your needs and take any last-minute steps that could save you

money.

We are here to help you take a fresh look at the health of your tax and financial well-being.
Please contact us at your earliest convenience to discuss your tax situation so we can develop
a customized plan. In the meantime, here is a look at some issues to consider as we approach

year-end.

Key tax considerations from recent tax legislation

Many tax provisions were implemented under the American Rescue Plan Act that was enacted
in March 2021. This act aimed to help individuals and businesses deal with the COVID-19
pandemic and its ongoing economic disruption. Also, some tax provisions were passed late in
December 2020 that will impact this filing season. Below is a summary of the highlights in recent

tax law changes to help you plan.

Employee retention credit (ERC)

The ERC encourages businesses to keep employees on their payroll during the pandemic. The
ERC is a refundable payroll tax credit that may be claimed by eligible employers who pay
qualified wages to qualifying employees. Changes were made with legislation to allow

businesses to qualify for both Paycheck Protection Program (PPP) loans and the ERC.

Contact us to see if you could benefit from these programs.
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Family and sick leave credits

The American Rescue Plan Act extended the family and sick leave credits to Sept. 30, 2021.
These credits are intended to compensate employers and self-employed people for coronavirus-

related paid sick and family and medical leave.

Small Business Administration (SBA) loans

Though the PPP ended on May 31, 2021, existing borrowers may be eligible for PPP loan
forgiveness. Even though the PPP loan forgiveness is not taxable for federal purposes, there
may be state implications. There are also other COVID-19 relief measures offered through the

SBA. We can help you navigate the tax and financial complexities of these programs.

State tax obligations related to teleworking arrangements

The pandemic has changed how people work, and more people are permanently working from
home (i.e., teleworking). Such remote working arrangements could potentially have state tax
implications that should be considered. We can help you determine any filing or payment

obligations.

Fraudulent activity remains a significant threat.

Our firm takes data security seriously and your business should as well. Fraudsters continue to

refine their techniques and tax identity theft remains a significant concern. Beware if you:

¢ Receive a notice or letter from the IRS regarding a tax return, tax bill or income that does
not apply to you

e Get an unsolicited email or another form of communication asking for confidential
information such as payroll or employee data

e Receive a robocall insisting you must call back and settle your tax bill

Make sure you are taking steps to keep financial information safe. Let us know if you have any

qguestions or concerns about how to go about this.
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Partnership audit and adjustment rules

New audit and adjustment rules are in effect. Careful planning today will help mitigate any
unfavorable consequences on both the entity and the partners themselves. Also, be aware that
even if your business is not a partnership, you will want to evaluate the effect these new rules

could have if you have invested in any partnership.
Virtual currency/cryptocurrency

Virtual currency transactions are becoming more common. There are many different types of
virtual currencies, such as Bitcoin, Ethereum and non-fungible tokens (NFTs). The sale or
exchange of virtual currencies, the use of such currencies to pay for goods or services, or
holding such currencies as an investment, generally has tax impacts. This is a very complex

area, but we can help you work through the reporting requirements and tax consequences.

Other tax matters to note

e Business meals — There is a 100% deduction (rather than the prior 50%) for expenses
paid for food or beverages provided by a restaurant. This provision is effective for
expenses incurred after Dec. 31, 2020, and expires at the end of 2022.

o Purchases of property and equipment — With tax-favorable options available to
businesses, many purchases can be completely written off in the year they are placed in
service. Plus, there are tax-favorable rules that permit qualified improvement property to
qualify for 15-year depreciation and, therefore, also be eligible for 100% first-year bonus
depreciation. Let us help you receive the best tax treatment.

e Net operating losses — If you have significant losses from 2018 to 2020, you may be
able to carry those losses back up to five years, which can significantly impact a prior
year where there was a tax liability.

o Methods of accounting — More businesses can use the cash method of accounting.
This can be helpful for cashflow purposes and is generally easier to apply than the
accrual method of accounting. There are qualifications that must be met, but we can
help you understand if your business would benefit.

o Preparing for disasters — Do you have a disaster recovery plan in place for your
business and, if so, have you updated it recently? We can help you review your plan,

especially as it relates to financial information.
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e Sales and use tax considerations — States are continuing to make changes to their
sales and use tax laws and filing requirements following the U.S. Supreme Court ruling
in the case South Dakota v. Wayfair, Inc. Please ask us how this case impacts your
business.

o Retirement plans — Have you revisited your company’s retirement plan lately? Take a
look at the many retirement savings options to make sure that you are taking advantage
of tax deductions as well as providing opportunities for owners and employees to save

for retirement.
Looming potential legislation

With potential tax changes looming as Congress debates proposals in President Biden’s “Build
Back Better” agenda, there remains uncertainty in how this will impact taxpayers. As legislation
continues to evolve, and if it passes, we will contact you to discuss how changes impact your

tax and financial plan.

Year-end planning equals fewer surprises

There are many other opportunities to discuss as year-end approaches. And, many times, there
may be strategies such as deferral or acceleration of income, prepayment, or deferral of

expenses, etc., that can help you save taxes and strengthen your financial position.

Whether it is working toward a business succession plan or getting answers to your tax and
financial planning questions, we are here for you. Please contact our office today at
615.206.0360 to set up your year-end review. As always, planning ahead can help you minimize

your tax bill and position you for greater success.

Sincerely,

e+ O,Qo WAk f o,
JE] S & CLOUSE, PLC
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