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H.R. 7352 – Not In Book

President Biden has signed into law H.R. 7352 
known as the PPP and Bank Fraud 
Enforcement Harmonization Act of 2022.

This law extends the statute of limitations for 
fraud charges to be brought in connection 
with PPP loan applications. 

The law applies to the first and second round 
of loans made under the program. 



H.R. 7334 – N-I-B
President Biden signed into law H.R. 7334 

which is known as the COVID -19 EIDL 
Fraud Statute of Limitations Act of 2022.

This law extends the statute of limitations 
to file fraud charges connected to loan 
applications from the COVID-19 related 
EIDL program including EIDL advances 
and Targeted EIDL advances to 10 years.



H.R. 7352 and 7334 – N-I-B

Both bills specify that any criminal charge 
or civil enforcement action alleging that 
fraud was committed shall be filed no later 
than 10 years after the offense was 
committed. 

Both bills were passed with bipartisan 
support.



H.R. 7352 and 7334 – N-I-B - Continued
The Small Business Administration’s Office of 

Inspector General has identified $78.1 billion 
in potentially fraudulent EIDL loans and 
grants that were paid to ineligible entities 
and an additional $6.7 billion in loans and 
grants linked to identity theft. 

The SBA had previously identified in excess 
of 70,000 PPP loans in excess of $4.6 billion 
as potentially fraudulent. 

My thoughts are…



PPP Loans and Audit – N-I-B

The passage and implementation of H.R. 
7334 and H.R. 7352 were in response to the 
discovery of multiple PPP loans that were 
fraudulently obtained and utilized. 
This has started a wave of audits 

nationwide. 
We can expect these audits to continue.



Expiring Tax Provisions N-I-B



Expiring Tax Provisions –
December 31, 2021

The following provisions have expired or will 
be expiring unless Congress acts:

1. The 100% deduction for meals consumed 
in restaurants and similar primary food 
establishments expired on 12-31-22 and 
not is available for 2023.

2. The 100% bonus depreciation allowance 
goes to 80% effective January 1, 2023.



Expiring Tax Provisions –
December 31, 2021 – N-I-B- Continued

3. Charitable expense deductions for non-
itemizers expired on December 31, 2021 
and not is available for 2022. 

4. The deduction for mortgage insurance 
expired on 12-31-2021.



Expiring Tax Provisions – December 
31, 2021 – N-I-B - Continued

5. The 2021 increases in the earned income 
credit for taxpayers without children 
revert back to the 2020 rules.

6. The 100% of adjusted gross income 
limitation for charitable contributions 
deduction for cash contributions reverts 
back to the 60% limitation. 



Expiring Tax Provisions –
December 31, 2021 – N-I-B -

Continued
7. The dependent care credit reverts back 

to 20% from 50% as well as the reversion 
of the AGI phase out at $15,000 where it 
begins to be reduced from 35% to 20% 
with lower qualified expenses of $3,000 
for one child and $6,000 for more than 
one child. 



Expiring Tax Provisions –
December 31, 2021 – N-I-B -

Continued
8. The child credit reverts back to $2,000 

with the age bracket being reduced to 
under 17 as well as lower income phase-
outs and no longer being fully 
refundable.

9. The three recovery period for racehorses 
two years old and younger reverts back 
to seven years. 



Inflation Reduction Act 



Presentation Notation

The author’s presentation of the Inflation 
Reduction Act in the chapter is very disjointed.

The references to segments of the law are 
scattered throughout the text. 

Therefore, for the sake of a consistent review and 
understanding of the law, I have brought all of 
the provisions together in one presentation.



Presentation Notation - Continued

Thus, you will see the page number references to 
be inconsistent due to the author’s inconsistency. 

Furthermore, the author’s presentation of the 
sections of the law is very abbreviated.

Therefore, I have expanded the presentation in 
each section with information that is not in the 
book. 



General Tax Provisions –Pg. 463

The Revenue Raising Provisions Are
1. Imposition of a corporate minimum tax 

on the adjusted financial statement 
income of an applicable corporation.

The tentative minimum tax is the excess of 
15% of the adjusted financial statement 
income for the tax year, over the AMT 
foreign tax credit for the tax year. 



General Tax Provisions – Corporate 
Minimum Tax – Pg. 463

An applicable corporation is defined as, with 
respect to any tax year, any corporation (other 
than a S corporation, a regulated investment 
company, or a real estate investment trust) 
that meets the average annual adjusted 
financial statement income test for one or 
more tax years that are prior to such tax year 
and end after December 31, 2021. 



General Tax Provisions – Corporate 
Minimum Tax – Pg. 463 - Continued

A corporation meets the average annual 
adjusted financial statement income test for a 
tax year if the average annual adjusted 
financial statement income of such operations 
for a three tax year period ending with such 
tax year exceeds $1 billion.
 Special rules apply if a corporation has not 

been in existence for 3 years. 



General Tax Provisions – Corporate 
Stock Repurchases – Pg. 464

2. A covered corporation must pay a tax 
equal to 1% of the fair market value of 
any stock of the corporation that it 
repurchases during the tax year. 

 A covered corporation is any domestic 
corporation whose stock is traded on an 
established securities market. 



General Tax Provisions – Corporate 
Stock Repurchases – Pg. 464 -

Continued
The term repurchase means a redemption of the 

stock of a covered corporation and any 
economically similar transaction. 
The tax does not apply, in part, to certain tax-free 

reorganizations, if the stock repurchased  is 
contributed to an employer-sponsored retirement 
plan, stock ownership plan, or similar plan, or if 
the total value of the stock repurchased during 
the tax year does not exceed $1,000,000.



Corporate Stock Repurchases – N-I-B -
Continued

Additional areas in which the 1% tax does 
not apply are repurchases treated as 
dividends, repurchases by regulated 
investment companies (RICs) or real 
estate investment trusts (REITs), and 
certain repurchases by a securities dealer 
in the ordinary course of business. 



General Tax Provisions – Superfund 
Excise Tax – N-I-B

Effective January 1, 2023, the Act 
reinstates the hazardous substance 
Superfund excise taxes on domestic 
crude oil and imported petroleum 
products at a rate of 16.4 cents per gallon.

The rate will be adjusted for inflation on an 
annual basis. 



General Tax Provisions – Superfund 
Excise Tax – N-I-B - Continued

Revenues from this excise tax finance the 
Hazardous Substance Superfund Trust 
through 2032.



Credits  - Research Credits – Pg. 465
A qualified small business can claim an 

additional $250,000 in qualifying research 
expenses as a credit against the employer’s 
share of Medicare taxes.

The credit cannot exceed the tax imposed for 
any calendar quarter, and unused amounts of 
the credit are carried forward.

Comment:  Doesn't Medicare have funding 
issues?



Increase in Research Credit Against 
Payroll Tax for Small Business – N-I-B

Prior to the IRA, a qualified small business with 
qualifying research activities could elect to claim 
up to $250,000 of its credit for increasing research 
activities as a payroll tax credit against the 
employer's share of OASDI taxes (6.2%).
This is due to the fact that some small businesses 

may not have a large enough income tax 
liability to take advantage of their research 
credit.



Increase in Research Credit Against Payroll 
Tax for Small Business – N-I-B - Continued

The IRA allows small businesses to claim an 
additional $250,000 in qualifying research 
expenses as a payroll tax credit ($500,000 
maximum credit amount), first taken against 
the employer’s share of OASDI tax (6.2%), and 
then against the employer’s share of Medicare 
tax (1.45%).
Any credit amount in excess of the payroll 

tax carries forward to the next quarter.
This new provision is effective for tax years 

beginning after December 31, 2022.



Increase in Research Credit Against Payroll 
Tax for Small Business – N-I-B - Continued

A qualified small business may apply the qualified small 
business payroll tax credit for increasing research 
activities against their payroll tax liability by:
Completing Form 6765, Credit for Increasing Research 

Activities, making the election to claim the payroll tax 
credit, and attaching the completed form to their 
timely filed business income tax return; and



Increase in Research Credit Against Payroll 
Tax for Small Business – N-I-B - Continued
Claiming the payroll tax credit by completing 

Form 8974, Qualified Small Business Payroll Tax 
Credit for Increasing Research Activities, and 
attaching this form to Form 941, Employer’s 
Quarterly Federal Tax Return.



Research Credit Claim For Refund – N-I-B

IRS Announcement
The IRS announced on September 30, 2022 

that they were extending for another year the 
transition period during which taxpayers are 
provided 45 days to perfect a research credit 
claim for refund prior to the IRS’s final 
determination on the claim. 
This period will be through January 10, 2024.



Research Credit Claim For Refund – N-I-B -
Continued

Previously, the IRS had stated that taxpayers who file a 
claim for refund that includes an IRS Section 41 
research credit must comply with the requirements to 
provide the five items of information when the claim for 
refund is based on an IRS Section 41 research credit 
from a pass-through entity. 
The requirements for a claimed research credit on 

based upon the Chief, Counsel memorandum. 



Research & Development Credits – N-I-B-
Continued

The Office of Chief Counsel of the IRS released on 
October 15, 2021 the following requirements to 
sustain the allowance of claimed research and 
development credits:

1. Identify all the business components to which the 
Section 41 research credit applies.



Research & Development Credits – N-
I-B -Continued

2. For each business component, identify all 
research activities performed and the name of 
the individual(s) who performed each research 
activity, as well as the information each individual 
sought to discover.

3. Provide the total qualified employee wage 
expenses, total qualified supply expenses, and 
total contract research expenses for the claim 
year. 



Research & Development Credits – N- I- B 
-Continued

The IRS is requiring this information to be 
included whenever the research credits are 
claimed, particularly, in the case of refunds and 
any claims.
Form 6765 (Credit for Increasing Research 

Activities) may be used to provide the 
information. 



Research & Development Credits – N-I-B -
Continued

Sampling of Activities Not Eligible for the Credit:
1. Research conducted after the commercial 

production of a product or process.
2. Research into any activity where the desired 

potential outcome is not in doubt.
3. Research centered around adaptation of an 

existing product or business.
4. Customer based research. 



Credits  - Affordability –
Premium Tax Credit – Pg. 471

The Act extends the Affordable Care Act provisions of 
the American Rescue Plan Act of 2021.

Under the American Rescue Plan Act, taxpayers with 
household income above 400% of the federal poverty 
line are eligible for the premium tax credit.

The Act extends the enhanced eligibility for tax years 
beginning in 2023 through 2025.

Comment: There is really no excuse for someone not 
being able to afford health insurance under this 
provision.



Credits - Electricity Produced From 
Renewable Sources – N-I-B

The Act extends the credit for electricity 
produced from renewable sources 
through 2024.
The following qualifications must be met:

The Act extends the beginning of 
construction deadline from January 1, 
2022 to January 1, 2025 for certain 
renewable energy resource projects. 



Credits - Electricity Produced From 
Renewable Sources – N-I-B-

Continued

The Act imposes a prevailing wage 
requirement and a percentage of the 
work that must be performed by qualified 
apprentices. 



Credits  -Extension and Modification of 
the Energy Investment Credit - N-I-B
The Act extends the energy investment 

credit through 2024 to January 1, 2025.
The Act also adds energy storage 

technology, qualified biogas property, 
and “microgrid” controllers to the list of 
qualified property.



Credits  -Extension and Modification of 
the Energy Investment Credit – N-I-B
The Act implements credit increase for 

certain projects that are compliant with 
the prevailing wage and apprenticeship 
requirements that are similar to the 
electricity produced from renewable 
resources credit. 



Credits  - Location of Solar and Wind 
Facilities – N-I -B

The Act enhances the credit to make it 
available for solar and wind facilities 
placed in service located in low income 
communities, on Native American land, or 
part of a qualified low-income residential 
building project or economic benefit 
project. 



Credits  - Energy Efficient Home 
Credits – Pg. 474 and N-I-B

The nonbusiness energy property credit is 
extended to December 31, 2032.

The Act increases the credit and revises 
the definition of residential energy 
property expenditures which (significantly) 
no longer have to be made to a principal 
residence. 



Credits  - Nonbusiness Energy Property 
Credits – N-I-B -Continued

The lifetime credit limit is replaced with 
annual limits on the credit which is $1,200. 

The residential energy efficiency property 
credit  is renamed the clean energy credit 
and is extended through 2034.

The credit applies to energy efficient 
windows, doors, certain HVAC systems, 
heat pumps, woodstove, and boilers. 



Credits  - Nonbusiness Energy Property 
Credits – N-I-B - Continued

The credit rate increases from 10% to 30% 
with a new annual limit of $600 for home 
improvements as previously discussed.

New Credit Limits:
Energy efficient windows are increased 

from $200 to $600.



Credits  - Nonbusiness Energy Property 
Credits – N-I-B - Continued

Energy efficient exterior doors, which  
includes garage doors, is increased to 
$250 each with a maximum of $500.00.
The credit for qualified heat pumps, 

woodstoves, and boilers are increasing 
form a $150 lifetime limit to $2,000 lifetime 
limit. 



Credits  - Nonbusiness Energy Property 
Credits – N-I-B - Continued

The credit may be claimed for the 
installation of home solar panels and for 
installing a home electric vehicle charger. 



Credits – Clean Vehicles Credit – Pgs. 474-
475

The rename is the clean vehicles credit.
It was previously called the Qualified Plug-

In Electric Drive Motor Vehicle Credit.
The Act modifies the tax credit for plug-in 

vehicles.
It also allows for certain vehicles to qualify 

and eliminates the current per 
manufacturer limit for vehicles sold after 
December 31, 2022. 



Credits – Clean Vehicles Credit –
Pgs. 474-475 - Continued

The modified credit is $3,750 for any 
vehicle meeting the critical minerals 
requirement and $3,750 for any vehicle 
meeting the battery components 
requirement.

Thus, the maximum credit per vehicle is 
$7,500.



Credits – Clean Vehicles Credit –
Pgs. 474-475 - Continued

The clean vehicles requirement includes 
that the materials and “critical materials” 
in the battery must come from the United 
States or a country with a free trade 
agreement with the United States. 

The mineral material guidelines go into 
effect in 2024.



Credits – Clean Vehicles Credit –
Pgs. 474-475 - Continued

Qualifying vehicles must have final assembly in 
North America.

Seller must provide taxpayer and vehicle 
information to the IRS for the tax credit vehicles. 

Only vehicles made by qualified manufacturers, 
who have written agreements with and provide 
periodic reports to the IRS can qualify.  



Credits – Clean Vehicles Credit – Pgs. 
474-475- Continued

No credit is allowed if the lesser of the current 
year or preceding year modified adjusted gross 
income exceeds $300,000 for married taxpayers 
($225,000 for head of household filers and 
$150,000 for other filers).

The credit is allowed only for vehicles that have a 
manufacture’s suggested retail price of no more 
than $80,000 for vans, SUVs, or pickup trucks.

Also, plug-in hybrids that have a battery over 
7kWh qualify such as the Prius Prime. 



Credits – Clean Vehicles Credit –
Pgs. 474- 475 - Continued

The amount is $55,000 for other vehicles.
Starting in 2024,taxpayers purchasing 

eligible vehicles can elect to transfer the 
tax credit to the dealer, and the IRS will 
make advance payment of the credits to 
dealers. 

The credit does not apply to vehicles 
acquired after December 31, 2032.



Clean Vehicle Credit

Summary
The clean vehicle credit is disallowed if the 

manufacturer’s suggested retail price is in excess of:
$80,000 for vans, SUVs, and pickups; and
$55,000 for all other vehicles.

The clean vehicle credit is disallowed if the lesser of 
the MAGI of the taxpayer for the current or 
preceding tax year exceeds the following threshold 
amounts:



Clean Vehicle Credit
Per IRS FAQs issued on August 16, 2022, dealers 

and consumers can follow a two-step process to 
check whether a vehicle’s final assembly occurred 
in North America.
The Department of Energy’s Alternative Fuels 

Data Center (AFDC) compiled a list of Model 
Year 2022 and 2023 electric vehicles that likely 
meet the North America final assembly 
requirement: 
https://afdc.energy.gov/laws/inflation-
reduction-act. 

https://afdc.energy.gov/laws/inflation-reduction-act


Clean Vehicle Credit

To determine whether a specific vehicle’s final 
assembly occurred in North America, dealers 
and consumers should enter the 17-character 
Vehicle Identification Number (VIN) into the 
National Highway Traffic Safety Administration’s 
VIN Decoder tool: 
https://vpic.nhtsa.dot.gov/decoder/
The “Plant Information” field lists the build plant 

and country for the searched vehicle.

https://vpic.nhtsa.dot.gov/decoder/


Clean Vehicle Credit

Per the FAQ:
The only change to the existing electric vehicle 

credit that takes effect after August 16, 2022, 
and before the end of 2022 is the introduction of 
the North America final assembly requirement.
Otherwise, the rules in effect before enactment 

of the IRA for the electric vehicle credit remain in 
effect, including the phaseout for manufacturers 
that have sold over 200,000 vehicles in the 
United States.



Clean Vehicle Credit

If an individual entered into a written binding 
contract to purchase a qualifying electric vehicle 
after December 31, 2021, and before the date of 
enactment of the IRA (August 16, 2022), the 
changes in the IRA will not impact the individual’s 
clean vehicle tax credit. The individual may claim 
the credit based on the rules that were in effect 
before August 16, 2022.
Per the IRS, a “written binding contract” is a 

nonrefundable deposit or down payment of 5% of 
the purchase price.



Clean Vehicle Credit - Timeline



Clean Vehicle Credit

Summary
The clean vehicle credit is disallowed if the 

manufacturer’s suggested retail price is in excess of:
$80,000 for vans, SUVs, and pickups; and
$55,000 for all other vehicles.

The clean vehicle credit is disallowed if the lesser of 
the MAGI of the taxpayer for the current or 
preceding tax year exceeds the following threshold 
amounts:



Clean Vehicle Credit

$300,000 for taxpayers filing joint returns or 
surviving spouses;
$225,000 for head of household taxpayers; 

and
$150,000 for all other taxpayers.



Credits – Clean Vehicles Credit -
Recapture

The legislation is silent as to whether an 
individual must recapture the credit if they 
trade in the vehicle. 

The credit is claimed on form 8936 and passes 
through to form 3800.

If the credit is not used in the initial year, it is 
carried over.

Any part of the vehicle that is personal in the 
current year is not allowed and is lost.



Credits – Qualified Commercial Clean 
Vehicles – Pgs. 474-475 - Continued
The Act establishes a new tax credit for 

qualified commercial clean vehicles 
placed in service during the year.

The amount of the credit is the lesser of (1) 
15% of the vehicle’s cost (30% for vehicles 
not powered by a gasoline or diesel 
internal combustion engine) or (2) the 
incremental cost of the vehicle relative to 
a comparable vehicle. 



Credits – Qualified Commercial Clean 
Vehicles – Pgs. 474-475 - Continued
Credit amounts cannot exceed $7,500 for 

vehicles weighing less than 14,000 pounds 
or $40,000 for heavier vehicles. 

Mobile machinery and qualified 
commercial fuel cell vehicles are eligible 
for the credit. 

Qualifying vehicles must be depreciable 
property.



Credits – Qualified Commercial Clean 
Vehicles – Pgs. 474-475 - Continued
Only vehicles made by qualified 

manufacturers, who have written 
agreements with and provide periodic 
reports to the IRS qualify. 

The credit does not apply to vehicles 
acquired after December 31, 2032.



Credits – Used Electric Vehicles –
Pg. 475 - Continued

The Act establishes a new credit for used 
electric vehicles. 

The credit is the lesser of $4,000 or 30% of the 
sale price of the cars that are priced under 
$25,000.

The credit is subject to the adjusted gross 
income thresholds.

The thresholds are $75,000 for singles, 
$150,000 for married-joint, and $112,500 for 
head of households. 



Credits – Qualified Refueling 
Property – N-I-B

The credit which expired at the end of 
2021 was extended by the Act through 
2032.

The credit not only applies for electric car 
charging devices but can also apply for 
natural gas outlets that are for a natural 
gas powered vehicle. 

The credit is 30% for individuals and 6% for 
businesses. 



Credits – Qualified Refueling Property 
– N-I-B - Continued

The maximum amount for businesses 
increases to $100,000 from $30,000.

Note: Installation of a electric vehicle 
charging station at an apartment building 
can be lucrative in that entity can charge 
for the electricity while obtaining this large 
credit. 



Credit – Electricity Production – Pg. 473

The Act creates a new business credit for 
producing clean electricity for facilities 
placed in service after 2024 where the gas 
emissions rate is not greater than zero.

The credit equals the kilowatt hours of 
electricity produced and sold multiplied 
by a base amount of 0.3 cents or 1.5 cents 
(adjusted for inflation).



Credit – Electricity Production – Pg. 
473 - Continued

The increased credit amounts are 
available only if the wage and 
apprenticeship requirements that we had 
previously discussed are met. 

The credit begins to phase out one year 
after the later of 2032 or the year when 
greenhouse gas emissions from electricity 
production are equal to or less than 25% 
of the emission rate for 2022.



Restoration and Extension of Renewable 
Electricity Production Tax Credit and the 

Investment Tax Credit – Pg. 473

The Act extends the production tax credit for 
renewable energy projects that begin 
construction through the end of 2024. 
If a facility pays prevailing wages during 

construction and for the first decade of 
operation as well as fulfills the apprenticeship 
requirements (which we had discussed earlier), 
then they can qualify for up to five times the 
base amount of the credit. 



Restoration and Extension of 
Renewable Electricity PTC and ITC 

Credits – Pg. 473 - Continued
However, if the wage and apprenticeship 

requirements are not met, the base 
energy credit is reduced.
The Act allows the credit for new types of 

energy property(as previously discussed), 
including energy storage technology, 
qualified biogas and microgrid controller 
property. 



Restoration and Extension of 
Renewable Electricity PTC and ITC 

Credits – N-I-B - Continued
The Act extends to the end of 2024 the 

election to treat certain facilities that 
otherwise qualify for the qualified 
investment credit as energy property to 
qualify for the investment tax credit 
instead. 
Effective January 1, 2023, the investment 

tax credit is expanded to include certain 
solar and wind facilities.



Energy Efficient Commercial 
Buildings Deduction – Pg. 474

The deduction allowed under Section 
179(D) for energy and power costs are 
reduced by 25%

The Act changes the calculation of the 
deduction and increases the deduction if 
the taxpayer meets prevailing wage and 
apprenticeship requirements. 



Extension of Limitation on Excess 
Business Losses Deduction of 

Noncorporate Taxpayers – Pg. 469
The Act extends the application of the 

limitation on excess business losses for 
noncorporate taxpayers for two additional 
years through 2028.



Inflation Reduction Act and 
Increase In Funding for the IRS –

Not –In-Book



Inflation Reduction Act and 
Increase in IRS Funding – N-I-B

As you know, there has been a great deal 
of hysteria whipped up by the increase in 
IRS funding and what it means to the 
American public.

Most of the outrageous statements have 
been made by various media sources 
which have done absolutely no research 
on their claims. 



Inflation Reduction Act and Increase in 
IRS Funding – N-I-B Continued
The IRS is receiving $46 billion for what is 

termed “enforcement”.
IRS staffing is currently 38,000 employees 

below the 1992 level of 117,000 while the 
US population has grown 30%. 

The IRS has one of the oldest workforces in 
the federal government. 



Inflation Reduction Act and Increase in 
IRS Funding – N-I-B - Continued
The IRS is losing approximately 10,000 

each year and is estimated to lose a total 
of 50,000 over the next several years. 

The recent public hysteria over the 
alleged hiring of 87,000 “agents” is grossly 
wrong. 

First of all, an “agent” is an IRS revenue 
agent who conducts field audits. 



Inflation Reduction Act and Increase in 
IRS Funding – N-I-B Continued

There is no effort whatsoever to hire 87,000 revenue 
agents to conduct audits. 

The budgetary increase for “enforcement” includes 
revenue agents, tax auditors (office audit), revenue 
officers, and criminal investigators as well as 
related professionals supporting these functions. 

The IRS badly needs revenue officers who file liens, 
file levies, etc. to enforce the collection of actual 
tax liabilities. 



Inflation Reduction Act and Increase 
in IRS Funding –N-I-B - Continued
Public hysteria (again from false reporting) 

has stated that the individuals being hired 
will carry firearms.

This is totally untrue.  
The only individuals authorized to carry 

firearms are criminal investigators. 



Inflation Reduction Act and Increase 
in IRS Funding – N-I-B - Continued
The additional funding will support the hiring 

of 300 additional criminal investigators 
which is only 3% of the total IRS workforce. 

There are currently only about 2,100 
criminal investigators nationwide and, if you 
are reading your daily reports of massive 
frauds of all sizes, you will note that this is not 
enough. 



Inflation Reduction Act and Increase 
in IRS Funding – N-I-B - Continued
Areas that the criminal investigators 

investigate include, but are not limited to, 
money laundering, Bank Secrecy, etc.

They are law enforcement officers and do 
not conduct audits.

Again, the explosion of frauds of all sorts 
make the total number of criminal 
investigators very small. 



Inflation Reduction Act and Increase 
in IRS Funding – N-I-B - Continued

Now, the wait and see statement that we will 
need to pay attention to is the commissioner’s 
promise that “these resources are not about 
increasing audit scrutiny on small business or 
middle-income Americans”.

Furthermore, he stated a Treasury “directive” 
states “that audit rates do not rise relative to 
recent years for households making under 
$400,000”.



Inflation Reduction Act and Increase 
in IRS Funding –N-I-B- Continued
Here is my problem with this statement 

that has repeatedly been made:
1. The IRS has said this before in prior years 

involving funding and it was statistically 
proven to be untrue. 

2. The IRS has always been and continues to 
be a statistics driven agency.



Inflation Reduction Act and Increase 
in IRS Funding – N-I-B - Continued
Thus, what is there to stop IRS 

management from auditing more small 
businesses to meet their statistics to prove 
to Congress they deserve their funding?

3. How is the $400,000 threshold defined?
For example, is the $400,000 threshold the 

net income on the form 1040?



Inflation Reduction Act and Increase 
in IRS Funding – N-I-B - Continued
Or as an example, can the threshold be 

violated where the taxpayer’s gross 
receipts are $600,00 and, thus, above the 
$400,000 threshold but their net income is 
only $50,000?
You see what I mean?
My thoughts are… 



Inflation Reduction Act and Increase in 
IRS Funding – N-I-B-Continued
The IRS claims that the focus on the 

increased enforcement activities will be 
the audit of large corporations, high net 
worth individuals, virtual currency 
transactions, cross border currency 
transactions, etc. 
Again, we will see. 



Inflation Reduction Act and Increase 
in IRS Funding – N-I-B -Continued
The newly approved funding for IRS 

includes $25 billion earmarked for 
operations and $5 billion for business 
systems. 
Only $3 billion is earmarked for taxpayer 

service which is outrageous considering 
the very poor quality of IRS taxpayer 
service. 



Inflation Reduction Act and Increase 
in IRS Funding –N-I-B - Continued

The amount earmarked for operations and 
business systems is also disappointing since the 
IRS continues to face a large backlog, fails to 
answer or even acknowledge correspondence in 
answer to their notices, “review”, etc. dating back 
to 2020 and 2021, etc. 
The AICPA has cited what is an obvious “gross 

imbalance.. allocated to enforcement” instead of 
addressing the backlogs, processing delays, etc. 



Inflation Reduction Act and Increase 
in IRS Funding – N-I-B - Continued
The IRS technology is very outdated and 

held essentially held together by “rubber 
bands”. 
For example, the IRS is still using Fortran 

and Cobol programs dating from the 60s.
It is a virtual miracle that the system 

continues to function. 



Inflation Reduction Act and Increase in 
IRS Funding – N-I-B - Continued
Secretary of the Treasury Yellen has 

directed the IRS to develop a plan within 
six months outlining how they will 
modernize their technology, customer 
service, and hiring. 
Obstacles that exist in the IRS additional 

funding include the ability to actually find 
and hire the additional personnel in the 
various professional designations. 



Inflation Reduction Act and Increase 
in IRS Funding – N-I-B Continued
The accounting and tax professions have 

seen in the last ten years a dramatic 
decrease in the number of individuals that 
are willing to become practitioners, 
paraprofessionals, etc.
So where is the IRS going to get these 

individuals and what is going to be the 
quality of who they hire?



Inflation Reduction Act and Increase in 
IRS Funding – N-I-B - Continued
Finding the personnel that are qualified for 

their various professional designations 
including meeting the IRS background 
standards, putting them through the hiring 
process, and educating them in the IRS tax 
and other professional schools will take time.
Additionally, the IRS has a severe shortage of 

current employees that are qualified to 
become the new hires on the job instructors. 



Inflation Reduction Act and Increase in 
IRS Funding – N-I-B - Continued

In the past, the new IRS employees that I 
have encountered in the audit function 
lacked the ability or desire to read court 
cases, rulings, etc. that interpreted the 
various code sections, lacked the ability to 
write an intelligent audit report, etc.
Do not be mistaken as we will have to 

become, once again, their “teachers” in tax 
law and procedures. 



Inflation Reduction Act and Increase in 
IRS Funding – N-I-B - Continued

Patience will be needed!
Finally, the approximately $80 billion in 

funding provide by the Inflation Reduction 
Act will be spread out over a ten year 
period.
Subsequent Congresses have the ability to 

alter this funding stream. 



Corporate Transparency Act –
Impact of Proposed 
Regulations – Not In 

The Book

Get Ready….!!!



Corporate Transparency Act – N-I-B
Originally passed in 2020 to be effective in with 

the issuance of final regulations which was in 
September.

This law requires companies in the US to report to 
Financial Crimes Enforcement Network (FinCEN):

1. The beneficial owners of the entity and
2. The company applicants of the entity.



Corporate Transparency Act – N-I-B

The date that  
the Corporate Transparency Act 

becomes effective 
is January 01, 2024!



Corporate Transparency Act – In 
General – N-I-B

One year ago, we discussed the 
passage of this legislation and what 
it means to our clients. 
The following discussion will review 

the Act in light of the regulations 
which have essentially expanded 
the definitions and compliance 
requirements. 



Purpose – N-I-B 

The explanation of the reason of the law is:
1. The Act is part of a government effort to pursue 

corruption, money laundering, terrorist 
financing, tax fraud, etc.

2. Identify anonymous shell companies that assist 
in the above illegal acts. 



Purpose – N-I-B – Continued
FinCEN States:

“This rule will enhance U.S. national security by 
making it more difficult for criminals to exploit 

opaque legal structures to launder money, traffic 
humans and drugs, commit serious tax fraud and 
other crimes that harm the American taxpayer. At 
the same time, the rule aims to minimize burdens 
(emphasis added) on small businesses and other 

reporting companies”.



Purpose – N-I-B – Continued
What? “..aims to minimize the burden on small 

businesses and reporting companies”?
This is standard government jargon to justify 

placing a new burden on small businesses in 
America and it is not valid considering what is to 
be reported and the severe penalties for failing to 
do so.



Purpose – N-I-B – Continued

Do you believe that anyone that is engaged in 
these horrendous and far reaching crimes is 
going to file these reports?



Purpose – N-I-B - Continued

3. The Act empowers FinCEN to establish a 
comprehensive data base containing  
information for most types of smaller 
business entities.

4. Allegedly this database is focusing on 
shell companies.

5. The focus on smaller companies is 
because they are more likely to be shell 
companies.



Operation – N-I-B- Continued

6. The database will not be publicly 
assessable as it is solely for the use of law 
enforcement, national security agencies, 
intelligence agencies, and federal 
agencies charged with enforcing anti-
money laundering statutes.



Cost – N-I-B - Continued

7. FicCEN estimates that approximately 30 
million businesses will come under the 
compliance provisions of the Act.

8. FinCEN estimates that during the first year 
the Act is in effect, 25.8 million reports will 
have to be filed at the cost of $1,264 
billion.



Cost – N-I-B -Continued
Now, get this.. FinCEN states “it is anticipated 

that it will cost reporting companies with simple 
management and ownership structures – which 
FinCEN expects to be the majority of reporting 
companies – approximately $85 apiece to 
prepare and submit an initial BOI. In 
comparison, the state formation fee for 
creating a limited liability company can cost 
between $40 and $500 depending on the 
state”.  



Cost – N-I-B - Continued
Who are they kidding?? Where did they get this 

amount??  It is self-serving! This is ridiculous. 
The filing requirements are serious and not to be 

taken lightly considering the penalties involved 
and the detailed requirements for each individual 
determined to be a “beneficial owner”.

Therefore, they will take time and careful attention 
by the person who files them.

Thus, $85?  I will be charging… and I suggest you 
do so and point the blame to those who passed 
this law. 



Cost – N-I-B - Continued

The reaction to my clients to date is..
9. FinCEN states that in subsequent years, it 

is estimated that in excess of 3.2 million 
initial reports and 11.4 million updated 
reports will have to be filed at a total cost 
of over $363 million.

Comment:  Thus, the good, small businesses 
suffer because of the bad players and..…...



Regulations – Time Frames for Filing 
– N-I-B

The Requirements for Filing Are:
1. Again, this is effective January 1, 2024.
2. Beginning January 01, 2024, NEW(created in 

2024) companies have to file their initial 
beneficial owner reports WITHIN 30 calendar 
(not business) days after receiving notice of 
their creation or registration to file their initial 
reports. 



Regulations – Time Frames for Filing 
– N-I-B

3. Beginning January 1, 2024, the entities who are 
required to file and that were created BEFORE 
January 1, 2024 will have one year until January 1, 
2025 to file their initial reports. 

4. Reporting companies will have 30 days to report 
changes to the information in their previously filed 
reports and must correct inaccurate information in 
previously filed reports within 30 days of when the 
reporting company becomes aware or has reason 
to know of the inaccuracy of information in earlier 
reports. 



Time Frames for Filing – N-I-B
Please remember that the filing deadlines 

DO NOT coincide with tax return filing 
deadlines.  
Do now wait until the last minute to file 

these reports as the website could easily 
jam with the estimated number of reports 
that have to be filed. 



Change in Original Reporting 
Information – N-I-B 

Examples of changes in the original 
reporting  would include if the beneficial 
owner moves, changes ownership, or dies, 
then an updated filing must be made 
within 30 days as previously cited. 
FinCEN estimates that approximately 9% 

of all beneficial owners will have a 
change of address each year, thus, 
requiring an updated report. 



Who Is Subject To Reporting – N-I-B
Both domestic and foreign.
A domestic reporting company is a corporation, 

limited liability company (LLC), or any entity 
created by the filing of a document with the 
secretary of state or any similar office under the 
law of a state or Indian tribe.

A foreign reporting company is a corporation, 
LLC, or other entity formed under the law of a 
foreign country that is registered to do business in 
any state or tribal jurisdiction by the filing of a 
document with the secretary of state or any 
similar office. 



Who Is Subject To Reporting – N-I-B -
Continued

Specific entities (subject to specific exclusions 
based on the ownership requirements) that will 
have to file are corporations, limited liability 
partnerships, business trusts, limited partnerships, 
limited liability limited partnerships, and limited 
liability companies must file the report. 

The filing requirement includes limited liability 
companies that have ONE member and are sole 
proprietorship, schedule E filings, or farm entities. 



Who Is Subject To Reporting – N-I-B -
Continued

FinCEN states that “other types of legal 
entities, including certain trusts, are excluded 
from the definitions to the extent that they are 
not created by filing of a document with the 
secretary of state or similar office. FinCEN 
recognizes that in many states the creation of 
most trusts typically does not involve the filing 
of such a formation document”.



Reporting Requirements – N-I-B
Entities exempt from the reporting requirements 

must meet ALL three conditions:
1. Employ more than 20 people. 
2. Revenue of more than $5 million. 
3. Physical presence in the US.

Other Exempt Entities:
1. Charitable organizations - including religious and 

non-profit organizations.  



Definitions
The regulations clarify these areas by:
1. Defining a full time employee as one who works 

30 hours per week or 130 hours per month.
2. The $5 million threshold is based on the fact that 

the filer has filed a federal tax or information 
return in the prior year showing more than $5 
million in gross receipts or sales (net of returns 
and allowances and not including foreign sales).



Exemptions – N-I-B 

Contains a list of 23 exemptions which include:
Most large businesses.
Publicly traded corporations.
Businesses that are “heavily” regulated by the 

federal government.
Only public accounting firms that are 

registered under Section 102 of Sarbanes-
Oxley Act of 2002 of which there are only 851.



Exemptions – N-I-B - Continued

Regulated Entities (Exempted):

 Financial, insurance, accounting firms (see strict 
definition), etc.

 Banks and credit unions. 
 Entities subject to similar registration and    

regulations by other federal laws. 



Who Is Subject To Reporting – N-I-
B- Continued

This means that most, if not, all of you must 
comply with the Act and file the FinCEN 
report for your practice. 

Note: Law firms and attorneys must file. 



Who Is Subject To Reporting – N-I-B -
Continued

One of my concerns is the number of 
practitioners that will recommend NOT 
forming limited liability companies 
(especially sole proprietorships) in order to 
not have to file the FinCEN report.  

This is a very shorted sighted position to take 
because the liability protection benefits of 
an LLC outweigh the added compliance 
required of the Corporate Transparency Act. 



What Is To Be Reported – N-I-B
Information To Be Reported Is: 

1. Name, date of birth, and address of each 
beneficial owner(s). 

2. An unique identification number from a 
driver’s license, valid US passport, foreign 
passport or other government identification. 



What Is To Be Reported – N-I-B -
Continued 

3. The issuing jurisdiction of the acceptable 
identification document.

4. The image of the document.
If an individual provides the above 

information to FinCEN directly, the individual 
may obtain a “FinCEN identifier” which can 
then be provided to FinCEN on a BOI report in 
lieu of the required information about the 
individual.



What Is To Be Reported – N-I-B -
Continued 

Companies formed after January 01, 2024 
must provide all of the previously cited, 
required, information for the company 
applicants.  



Who Is A Company Applicant – N-I-B -

FinCEN Defines a Company Applicant As Only 
Two Persons Who Are:

1. The individual who directly files the 
document(s) that creates the entity, or in the 
case of a foreign reporting company, the 
document that first registers the entity to do 
business in the United States.

2. The individual who is primarily responsible for 
directing or controlling the filing of the 
relevant document(s) by another. 



Who Is The Company Applicant – N-I-B -
Continued

One who directs or controls others to do so 
requirement would indicate that the 
attorney who files the articles of 
incorporation, limited liability documents, 
etc. would have to file the report for a new 
entity.

Comment: When an attorney is involved 
make sure that they file the form and give 
you and/or your client a copy. 



Beneficial Owners

The Act requires the annual (?) reporting of 
beneficial owners. 
Beneficial owners are broadly defined (as 

one would expect).
Beneficial owners are defined as any 

individual(s) :



Beneficial Owners – N-I-B - Continued

1. That owns or controls at least 25% or more of 
the ownership interests or

2. Who either directly or indirectly exercises 
substantial control over the entity.

Substantial control is defined very broadly to 
include:



Substantial Control – N-I-B
1. Individuals who have the authority over 

appointment or removal of any senior 
officer or a majority of the entity’s board 
of directors. 

2. Senior officers of the company. 
3. Individuals who have substantial 

influence over the reporting entity 
affecting:



Substantial Control – N-I-B -
Continued

1. Major expenditures.
2. Borrowing.
3. Extending credit.
4. Investments.
5. Selling the entity.
6. Dissolving the entity.
7. Reorganizing the entity.



Substantial Control – N-I-B -
Continued

8. Sale, exchange, or transfer of any assets.
9. Identifying business lines, divisions or other 

ventures.
10.Terminating business lines, divisions, or 

other ventures.
11.Entering into or terminating contracts.
12.Compensation of senior officers. 



Substantial Control – N-I-B -
Continued

13.Amending the entity’s governing 
documents or other related documents.

14.Issuance of ownership rights. 
Again, substantial control need not be 

exercised directly but can be exercised 
indirectly.



Substantial Control – N-I-B -
Continued

FinCEN states that “in defining the contours of who 
has substantial control, the rule sets forth a range of 
activities that could constitute substantial control of 

a reporting company. The list captures anyone 
who is able to make important decisions on behalf 

of the entity. FinCEN’s approach is designed to 
close loopholes that allow corporate structuring 
that obscures owners or decisions makers. This is 

crucial to understanding shell companies.”



Held In Trusts – N-I-B

FinCEN further states “among other things, these 
standards and mechanisms address how a 
reporting company should handle a situation in 
which ownership interests are held in trust.”
Thus, where the ownership interest of an entity is a 

beneficial owner as defined by the percentage 
threshold, the substantial control determination 
“kicks in” and, thus, reporting is required.
Example: Trusts.



Exemptions From Beneficial Owners – N-I-B

The Corporate Transparency Act creates a list of 
five types of individuals who are exempt from the 
definition of beneficial owners.
An example is the children or spouse of the 

beneficial owner. 



Responsibilities -N-I-B
The entity is responsible for filing the 

report. 
The beneficial owner(s) should supply the 

required information so that the report can 
be filed.
Again, if the beneficial owner does not 

want to provide the information directly, 
they can obtain what is called a FinCEN 
identifier and use that instead. 



Practitioner Responsibilities – N-I-B 

The delegation of who is to file the report should be 
memorialized in the engagement letter. 
Furthermore, as a practitioner, you should consider 

an addition to your yearly tax 
workbook/information brochure that alerts the 
client to these requirements for 2024.
In the engagement letter, you should contain a 

sample statement to the effect:



Sample Statement for Client Notification –
N-I-B 

“As a result of the enactment of the Corporate Transparency 
Act which is effective January 1, 2024, you may be required 
to file a beneficial ownership information report that must list 
the name, date of birth, address, and an unique identifying 

number such as driver’s license, passport, etc. with an image 
of such document. The filing of this report is required when 

any entity that is a limited liability company, limited 
partnership, general partnership, S corporation, C 

corporation, or business trust has one or more owners who 
own at least 25% of the entity or control of it  



Sample Statement for Client Notification –
N-I-B  - Continued

or has any individual who exercises either directly or 
indirectly a very broad definition of control that would exist, 

as an example, in businesses whose ownership is in trust.  
This form must be filed electronically through the Financial 
Crimes Enforcement Network.  Failure to file this form, when 

you are required to do so, may result in very severe 
financial or criminal penalties. If you would like us to file this 
form for you, there will be a charge of $_____. If you choose 
to file this form yourself or have someone else file this form, 

please indicated here in writing that this is what you are 
going to do”.



Sample Statement for Client Notification –
N-I-B  - Continued

If the client chooses to have you file the form for them, 
make sure you give them a written list of the information 
that you will need to file the report and a deadline.
All of us are now in the position with these reporting 

requirements to determine who in our client data base is 
subject to these requirements and, therefore, consider 
making a list of them.  



Penalties – N-I-B
Penalties for Failure to File Report

Both civil and criminal. 
$500 per day.
Criminal fines up to $10,000 and/or imprisonment. 
Again, the practitioner needs to communicate 

these requirements to the client and obtain a clear 
understanding (in some form of written 
communication) of who is going to file the report. 



Penalties and Responsibilities N-I-B –
Continued

Once again, the preparation and filing of this 
document should result in an increase in your 
preparation charges and be itemized as such. 
It is a serious requirement.
As part of our due diligence and the 

professional and, often, personal care that we 
exercise with our clients, be sure that the client 
is made aware of this law.



Finally – N-I-B 

If the client does not like this law (and many, 
many will not), place the blame where it belongs 
with their Senators and local Congress person!  
But, stop taking the heat and blame for their 

actions!
My thoughts are…….



Pass Through Entity Election – State of 
Ohio – Not In Book



Pass Through Entity Tax Election – State 
of Ohio – N-I-B

Ohio has adopted the “pass through entity” 
election for the purpose of avoiding or 
minimizing the $10,000 SALT cap limitation by 
what is termed a “workaround”. 

Ohio is among the 29 states that have adopted 
this legislation with each state being 
inconsistent, in most cases, with the other.



Pass Through Entity Tax Election – State 
of Ohio – N-I-B

The whole purpose of the PTE election is to 
place the responsibility of paying SALT 
income taxes on flow through income ON 
the PTE and allows the entity to deduct those 
taxes at the entity level.

This places a tax at the entity level.
This is in accordance with IRS Notice 2020-75.



State of Ohio – S.B. 246 - N-I-B

Senate Bill 246 was passed by the General 
Assembly and signed by Governor DeWine.

It is effective beginning for the 2022 tax year.
The bill allows a “qualifying pass-through entity 

(PTE) to elect to be subject to this entity level 
tax”.

The Ohio Department of Taxation has 
developed a form IT 4738 for this purpose. 



State of Ohio – PTE - Requirements

The election is to be made by filing form IT 4738 
on or before the deadline. 

Note: the need for a timely filed return!
The election is made by the entity and is binding 

on all owners of the entity.
ALL owners qualifying taxable income is 

required to be included if the entity makes this 
election. 



State of Ohio – PTE – What It Is

The  new IT 4738 electing pass-through 
entity tax is an entity level tax that is 
imposed on the entity’s total qualifying 
taxable income which is defined as all of 
the PTE’s business income subject to 
apportionment plus all the PTE’s 
nonbusiness income subject to allocation. 



State of Ohio – PTE – What It Is –
Continued – N-I-B

This differs from the form IT 4708 
(Composite Return) and the IT 1140 
(Withholding Return), where the returns are 
filed and the tax paid by the entity, in that 
they are filed and paid on behalf of the 
entity’s shareholders/partners/investors. 

Neither tax on the IT 4708 and IT 1140 is 
imposed on the entity directly. 



State of Ohio – PTE – Requirements – N-
I-B - Continued

If the entity is a first time Ohio PTE filer, the PTE 
Registration Form must accompany the first 
estimated payment. 

Upload the PTE Registration Form via the Online 
Notice Response Service (ONRS) at 
tax.ohio.gov.

E-mail directly to the PTE and Fiduciary Income 
Tax Division at pass-
throughentity@tax.state.oh.us. 

mailto:pass-throughentity@tax.state.oh.us


State of Ohio – PTE – Requirements – N-
I-B - Continued

Also, you can fax the form to (206)-984-1685 
or

You can include a copy of the form when 
mailing the check/UPC.

The election is IRREVOCABLE for the tax year 
made.

A disregarded entity may NOT make this 
election. 



State of Ohio – PTE – Requirements – N-
I-B - Continued

A key point to remember is that the 
election to file a form IT 4738 (while 
irrevocable) is binding on the year that it is 
made and for that year only. 

The election to file form IT 4738 is MADE 
EACH YEAR.



State of Ohio – PTE – Requirements – N-
I-B - Continued

You may alternate between filing the form 
IT 4738 in one year and form IT 4708 
(Composite Return) in a different year. 

The form IT 1140 (Withholding Return) on 
the pass through entity and trust 
withholding does not allow the inclusion of 
Ohio resident owners. 



State of Ohio – PTE – Requirements – N-
I-B - Continued

The tax imposed is 5% for the taxable year 
beginning January 1, 2022.

For taxable years beginning January 1, 
2023 and later, the rate is equal to the tax 
rate imposed on taxable business income 
which currently is 3%.



State of Ohio – PTE – Requirements – N-
I-B - Continued

The return can include resident investors.
In fact, all investors (owners) must be included. 
Filing the IT 4738 meets all the Ohio filing 

requirements for the entity’s non-resident and 
trust investors UNLESS they have other Ohio 
sourced income. 

However, a nonresident or trust is not prohibited 
from filing an IT 1040 or IT 1041.



State of Ohio – PTE – Requirements – N-
I-B - Continued

A trust that files a form IT 1041 MAY NOT file a 
form IT 4738 since it is not considered to be a 
qualifying pass through entity. 

However, a trust, as an owner of an electing 
pass through entity (EPTE) which has elected to 
file, MUST be included on the IT 4738.

When filing the form IT 1040, the trust must add 
back its proportionate share of the tax amount 
paid on the entity’s IT 4738.



State of Ohio – PTE – Where to Claim N-
I-B 

Owners of the PTE who file a form IT 1040 MUST ADD 
BACK the proportionate share of taxes paid on the IT 
4738 to the extent that the amount was not included in 
computing federal or Ohio adjusted gross income.

It is added back on the Ohio Schedule of 
Adjustments.



State of Ohio – PTE – Where to Claim N-
I-B - Continued 

The owners of the PTE may claim a refundable 
business credit on their Ohio form IT 1040 in the 
amount of the proportionate share of the tax 
paid by the entity on the form IT 4738 which the 
entity must report on the form IT K-1 that it issues. 

The credit is reported on the Ohio Schedule of 
Credits as a pass through entity credit. 



State of Ohio – PTE – Requirements – N-
I-B - Continued

If the taxable year begins prior to 1-01-2022, 
the new PTE election is not available to them 
nor is the PTE tax applicable. 

No refundable or non-refundable credits can 
be claimed on the IT 4738.

The entity may claim estimated payments on 
the form IT 4738 that were originally remitted 
for the form IT 1140 (Withholding Return) or



State of Ohio – PTE – Requirements – N-
I-B - Continued

The entity may claim estimated payments that 
were made for an IT 4708 (Composite Return) 
for the taxable year.

The payments are claimed on IT 4708 
Schedule I – Line 12.

The taxpayer may not claim payments from 
OTHER PTEs. 



State of Ohio – PTE – Requirements – N-
I-B - Continued

Comment:  Here we go!  It will be interesting to 
see if the Department of Taxation keeps it 
straight when a taxpayer claims the estimated 
payments that were originally for forms IT 1140 
and IT 4708.  I can see the notices coming 
now…



State of Ohio – PTE – Requirements – N-
I-B - Continued

The due date is April 15th of the calendar year 
in which the entity’s fiscal year ends.

For tax year, 2022, the due date will be April 
18, 2023.

In the case of an entity with a fiscal year filing 
period that begins prior to 1-01-2022 and ends 
during calendar year 2022, you MAY NOT file 
the PTE election. 



State of Ohio – PTE – Estimated 
Payments – N-I-B

The form IT 4738 has a line to claim the 
estimated tax payments. 

Estimated payments are due for the form IT 
4738 on the 15th day of the month after the end 
of the quarter. 

As of 10-02-22, there is no estimated coupon.
If an estimated payment is needed, the ODOT 

recommends that a form IT 1140 UPC be used.



State of Ohio – PTE – Estimated 
Payments – N-I-B - Continued

Again, schedule 1 of form IT 4738 has a line to 
notify the ODOT to transfer payments from one 
of the other PTE form types (i.e., IT 1140 and/or 
IT 4708) to the IT 4738 for previously made 
payments. 

A carryforward from a prior year IT 1140 and/or 
IT 4708 may be claimed. 



State of Ohio – PTE – Payments – N-I-B -

To Make A Payment On A Filed Form IT 4738: 
1. Include a check or money order with the IT 

1140ES (Universal Payment Coupon) or 
2. EFT (electronic funds transfer – ACH credit) 

payment using the IT 1140 information and 
instructions page.



State of Ohio – PTE – Payments – N-I-B -
Continued 

The ODOT will NOT IMPOSE the form 2210 
interest penalty on any entities that elect to file 
form IT 4738 for 2022 because of a failure to 
make or pay late estimated tax payments. 
For the years beginning January 1, 2023, the 

entities that elect to file form IT 4738 WILL BE 
subject to the form 2210 interest penalty for 
failure to make or pay late estimated tax 
payments. 

















Other Ohio Developments



Municipal Income Tax Refunds – N-I-B -
Continued

A lawsuit has been filed against Ohio’s 
municipalities in which the Ohio Society of 
Certified Public Accountants has filed an 
amicus brief in support of it. 

In this lawsuit, it is being argued that 
municipalities refused to give refunds of 
local taxes withheld to taxpayers that 
neither lived nor worked in the jurisdiction. 



Municipal Income Tax Refunds – N-I-B -
Continued

The lawsuit argues that the action of the 
municipalities is unconstitutional and is based 
on a misinterpretation of House Bill 197 which 
was signed in 2020.

In this Bill, a safe harbor was provided to 
simplify withholding by employers where the 
employees were working remotely.  



Municipal Income Tax Refunds – N-I-B -
Continued

It states that the deemed location is “for purposes 
of division (B)(1) – (this is where the 20 Day 
Withholding Exception is codified) and does not 
determine the ultimate taxability of the wages in 
the hands of the employees”.

Yet, many municipalities were the money was 
withheld refused to grant refunds to remote workers 
despite the provision in Ohio law that an employee 
who does not live and does not work in a given 
municipalities is subject to the local tax. 



Gain on the Sale of Business – Business 
Income Deduction – N-I-B 

House Bill 515 has been signed by the governor.
The Bill clarifies that gains from the sale of an 

ownership interest in a business is considered 
business income for Ohio income tax purposes. 

One of the following requirements must be met in 
order for the gains from the sale of an ownership in 
a business to be eligible for the business income 
deduction:



Gain on the Sale of Business – Business 
Income Deduction – N-I-B - Continued

1. The sale is treated for federal income tax purposes 
as the sale of assets or

2. The seller was involved in the day-to-day 
management and has a material participation in 
the running of the business during the taxable 
year in which the sale occurred or during any of 
the five preceding years. 



Final Thoughts..

We will keep you updated on the progress 
of the lawsuit and ODOT clarifications 

which they are supposed to issue 
regarding H.B. 515



Other Citations 



Waiver of Estimated Tax Penalty – Farmers 
Notice 2022-13

The penalty for failure to make the 2021 estimated 
taxes was automatically waived for qualified 
farmers who timely filed their tax returns and paid 
the taxes in full.
If the farmer, had already filed the return and paid 

the addition to the tax for failure to file, they should 
file form 843 (Claim for Refund and Request for 
Abatement).
Expect a long wait before it is honored.  



Involuntary Conversions –
Replacement Period - Agriculture

Notice 2021- 55
The IRS has announced that farmers and 

ranchers who were forced to sell livestock 
due to a drought will have an additional 
year to replace the livestock and defer tax 
on any gains from the forced sales. 
This applies to livestock, other than poultry, 

that is held for draft, breeding, or dairy 
purposes.



Involuntary Conversions –
Replacement Period – Agriculture -

Continued
If the sale or exchange of livestock is treated as an 

involuntary conversion and is solely on account of a 
drought, flood, or other weather related conditions 
that result in the area being designated (most 
important requirement!) as eligible for assistance by 
the federal government, the replacement period 
ends 4 years after the close of the first tax year in 
which any part of the gain from the conversion is 
realized. 



Involuntary Conversions –
Replacement Period – Agriculture -

Continued
The IRS may extend this replacement 

period on a regional basis if the weather 
related conditions that resulted in the area 
originally being designated by the federal 
government continue for more than 3 
years. 



Loss of Tax Exemption – Filing 990-N
Pg. 464

CCM 20221101F
The IRS Chief Counsel advises that if a tax 
exempt organization was not eligible to file 
Form 990-N but improperly submitted that 
form for three or more years, its tax exempt 
status may be revoked, even if the IRS did 
not notify the organization of the nonfiling 
and pending revocation. 



Forms K-2 and K-3



What Has Caused the Confusion..
Forms K-2 and K-3  

Partnerships & S Corporations
The issuance of these forms have caused 

a lot of controversy.
The issuance of these forms caught the 

practitioner community by total surprise 
and were announced as the filing season 
was underway.



What Has Caused the Confusion..
Forms K-2 and K-3 - Continued

The forms are 19 pages for the K-2 and 20 
pages for the K-3.
Thus, the reporting requirements are 

involved.
The question is who must file?
The IRS answers this question by stating:



What Has Caused the Confusion…
Forms K-2 and K-3 - Continued

“Any person that is required to file Form 
8865, Schedule K, with respect to a 
partnership that has items relevant to the 
determination of U.S. Tax under the 
international provisions of the Internal 
Revenue Code must complete the 
relevant parts of Schedules K-2 and K-3”.



What Has Caused the Confusion…
Forms K-2 and K-3 – Continued

The instructions require that the filer 
examine each part of the schedules to 
determine if they have to file that part. 
The questions which arises and is causing 

the most confusion is does a partnership 
have to file the forms K-2 and K-3 when 
they do not have any foreign activities?



What Has Caused the Confusion…
Forms K-2 and K-3 - Example

The IRS gave this example:
“U.S. citizen A and U.S citizen B own equal 

interests in domestic partnership, which 
used a calendar taxable year.  
In Year 1, domestic partnership has no 

foreign source income and no assets that 
generate foreign source income.
 Domestic partnership does not pay or 

accrue foreign taxes



What Has Caused the Confusion….
Forms K-2 and K-3 – Example - Continued

In Year 1, A pays $2,000 of foreign income 
taxes on passive category income other 
than capital gains which was reported to 
A on a qualified payee statement. 
A does not pay or accrue any other 

foreign taxes and has no foreign source 
income. 
B does not pay or accrue foreign income 

taxes. 



What Has Caused the Confusion…
Forms K-2 and K-3 – Example - Continued
In Year 1, because B paid no foreign taxes for 

which it can claim a foreign tax credit, and 
such information was provided to domestic 
partnership by B, with respect to B, domestic 
partnership need not complete Schedule K-3.”
However, “because A must complete form 

1116 to claim a foreign tax credit, domestic 
partnership must complete the relevant 
portions of Parts II and III of Schedules K-2 and 
K-3 (for A)”.



What Has Caused the Confusion…
Forms K-2 and K-3 – Example - Continued

This question was asked in IRS FAQ #1:

“Notwithstanding the exception as provided 
in FAQ 15, why would a domestic partnership 

or S corporation with no foreign activities 
and no foreign partners be required to 

complete schedules K-2 and K-3?”



What Has Caused the Confusion…
Forms K-2 and K-3 – Example - Continued
The IRS answer was “ in many instances, a 
partnership or S corporation with no foreign 
partners, foreign source income, no assets 
generating foreign source income, and no foreign 
taxes paid or accrued may still need to report 
information on Schedules K-2 and K-3. For example, 
if the partner or shareholder claims the foreign tax 
credit, the partner generally needs certain 
information from the partnership on Schedule K-3, 
Parts II and III, to complete form 1116”.



What Has Caused the Confusion….
Forms K-2 and K-3 – Example - Continued

Thus, the crux of the filing requirement is 
whether a partner or shareholder who has 
to complete form 1116 to claim a foreign 
tax credit is the cause for the partnership 
or S corporation to have to file the 
schedules K-2 and K-3?
Simply, because the foreign tax credits 

were reported on a form 1099-B from an 
investment fund sponsored by the 
broker/investment advisor?



Draft Instructions – Reprieve..(Sort of…)
Forms K-2 and K-3 - Partnerships

The IRS issued draft instructions on October 25, 
2022 which go a ways in clarifying the previous 
confusion of their FAQs.
These draft instructions are for partnerships and 

not S corporations which will come next. 
The draft instructions provide two filing 

exemptions from having to file the forms K-2 
and K-3.



Draft Instructions – Reprieve..(Sort of…)
Forms K-2 and K-3 – Partnerships - Continued

The Two Filing Exemptions Are:
1. A domestic filing exemption.
2. A form 1116 exemption. 
The IRS waived the filing requirement for most 

small partnerships and S corporations when the 
entity met several rules. 
The waiver is still extended to 2022 returns. 



Draft Instructions – Reprieve..(Sort of…)
Forms K-2 and K-3 – Partnerships - Continued

The Domestic Filing Exemption:
1. The partnership has no foreign activity or only 

passive income (such as dividends or interest) 
that has LESS than $300 of foreign tax paid or 
withheld and reported to the entity and

2. All of the partners are US citizens, domestic 
estates, domestic grantor trusts or domestic 
regular trusts with only US citizen beneficiaries 
or resident aliens and



Domestic Filing Exemption - Continued

3. The partnership must notify all partners by 1-
15-23 either in electronic or e-mail form that no 
form K-3 will be prepared unless the partner 
notifies the partnership of the need for the K-3 
and

4. The partnership is not notified by any partner of 
their need for a form K-3 by 2-15-23.



Domestic Filing Exemption - Continued

Special Rules:
Be aware that any partnership which has a partner 

that is a C corporation, an S corporation, or 
another partnership owner DOES NOT MEET the 
domestic filing exemption but may meet the form 
1116 exemption. 

 In certain cases a partner may need information 
from the partnership to complete their form 1116 
thus requiring the filing of form K-3. 



Domestic Filing Exemption - Continued

When a partnership receives a request from a 
partner for a form K-3 information after the one 
month date requirement and has not received 
a request from any other partner for form K-3 
information on or before the one month date 
requirement, the domestic filing exception IS 
MET and the partnership is NOT REQUIRED to file 
the forms K-2 and K-3 with the IRS or furnish the 
form K-3 to the non-requesting partners. 



Domestic Filing Exemption - Continued

However, the partnerships is required to provide the 
form K-3 that is complete with the requested 
information to the partner that has requested it on the 
later of the date on which the partnership files the 
partnership return or one month from the date on 
which the partnership received the request from the 
partner. 

Furthermore, a partnerships that is exempted under 
the previously discussed requirements may still be 
required to complete Part IX when the partnership 
makes certain deductible payments to foreign related 
parties of any of its domestic partners. 



Form 1116 Exemption - Partnerships

If a partnership has no direct or indirect partner 
that would be able to claim a foreign tax credit or 
is exempt from filing forms 1116 or form 1118, it 
would MEET this exemption and not have to file 
forms K-2 and K-3.
However, the partnership would need a statement 

or forms W-8 or W-9 from every partner no later 
than 2-15-23.  



Per Diem and the 100% Meal Deduction 
– Pg. 466 - 467

Notice 2021-63
The IRS has provided guidance that allows 
the taxpayer to treat the meal portion of a 

restaurant meal which is part of the per 
diem rate as eligible for the100% deduction. 



Mileage Rates – Pg. 467

Effective July 1, 2022:
For deductible business expenses, the rate 

is 62.5 cents per mile.
For the period of January 1, 2022 through 

June 30, 2022, the deductible business 
rate is 58.5 cents per mile.  



Mileage Rates – Continued

The rate for purposes of transportation to 
and from essential medical care is 22 
cents per mile.
The rate for the very restricted (applicable 

to military personnel) moving expense 
deduction is 22 cents per mile. 
The charitable rate is 14 cents per mile.



Clarification of Exclusion of Personal 
Payments Defined – Pgs. 468 -469

A reminder that beginning in 2022, a form 
1099-K is required to be issued for 
transactions that generate $600 or more in 
aggregate gross payments for the year. 
This means that such groups as PayPal, 

Venmo, eBay, Airnb, Uber, Lyft, etc. will 
track the payments to a specific taxpayer 
and issue a form 1099-K.



Clarification of Exclusion of Personal 
Payments Defined - Continued

A clarification has been issued to state 
that reportable third-party network 
transactions are only those involving the 
provisions of goods and services. 
A form 1099-K is not to be issued for 

noncommercial transactions such as 
charitable contributions, reimbursements, 
and personal gifts. 



Clarification of Exclusion of Personal 
Payments Defined - Continued
PayPal and Venmo allow users to lag 

transactions as personal. 
As long as they are categorized as personal, 

a form 1099-K should not be issued.
However, my thoughts are that the third party 

issuers are going to be “safe rather than 
sorry”.

Also, what will the states do (i.e., sales tax)?



Rental Activity and The Self-
Employment Tax – Pgs. 469 - 470

CCA 202151005
Characterization of an activity as a rental 
activity or nonrental activity under the 
passive activity loss rules is not 
determinative of whether the income is 
subject to self-employment tax.



Memorandum
This memorandum provides a guidance on when 

the Taxpayer Advocate Service will accept cases 
under criteria 9 – Public Policy.
These cases are:
1. Involving the tax exempt status of organizations 

subject to an IRS automatic revocation of the 
organization’s tax exempt status for failure to file 
an annual return or notice for 3 consecutive years.

Taxpayer Advocate Acceptance of 
Special Situations – Pgs. 472-473



Taxpayer Advocate Acceptance of 
Special Situations – Pgs. 472 -473 

Continued
2. Involving any tax account related issue 

referred to TAS from a congressional 
office except for economic impact 
payment issues and issues involving 
exclusion of unemployment 
compensation received in 2020.

3. Involving the revocation, limitation, or 
denial of a passport.



Taxpayer Advocate Acceptance of 
Special Situations – Pgs. 472-473 

Continued
4. Referred to a private collection agency 

for collection of federal tax debt. 
What this means for us is ……



Proposed Regulations – Ten Year 
Liquidation of Inherited Individual 

Retirement Accounts – Pgs. 476 - 478

The IRS has proposed regulations that are 
becoming quite controversial.

The controversy revolves around the IRS 
interpretation of the ten year payout 
period involving a deceased IRA owner.

The rule is quite strict. 



Proposed Regulations – Ten Year 
Liquidation of Inherited Individual 

Retirement Accounts – Pgs. 476 - 478 
Continued

The proposed regulations provide that if 
the deceased IRA owner died after the 
required minimum distribution beginning 
date, the annual required minimum 
distributions must be paid to the 
beneficiary in years 1 through 9 with the 
remainder of the account fully depleted in 
year 10.



Paper Tax Returns and Penalties – Pg. 
480

P.M.T.A
The IRS has ruled that a filer who has filed or is 

required to file at least 10 returns is subject to 
penalties if they do file the returns electronically. 
Furthermore, a filer who submits a return on 

paper when they are required to file 
electronically has failed to file a return 
according to the forms and regulations 
prescribed by the IRS.



Gifting and the Effect On Gifts Involving 
the  January 1, 2026 Limitation Reversion 

– Proposed Regulations – Pg.481
The estate and gift exemption/exclusion is 

$12,060,000 per individual in 2022 and $24,120,000 
for couples.

Effective January 1, 2026, the 
exemption/exclusion reverts to $5,000,000.

A portability election to carryover the unused 
amount of the exclusion even to the much lower 
amount effective January 1, 2026 is allowed if a 
form 706 is filed even though not required. 



Gifting and the Effect On Gifts Involving 
the  January 1, 2026 Limitation – Proposed 

Regulations – Pg. 481 -Continued
As a result of regulations issued in 2019, estates can 

use the current, much higher exemption/exclusions 
for gifts made before January 1, 2026.

However, proposed regulations clearly state that 
completed gifts that are later included in the 
decedent’s gross estate at death would be subject 
to the exclusion amount in effect in the year of the 
donor’s death. 



Gifting and the Effect On Gifts Involving 
the  January 1, 2026 Limitation  –
Proposed Regulations –Pg. 481-

ContinuedThus, certain gifts that are completed after 
January 1, 2026 would be subject to the $5 
million exclusion if includible in the estate.
The use of particular devices such as 

grantor retained income trusts and various 
transactions involving promissory notes 
are targeted by the proposed regulations. 



Proposed Regulations – Certain 
Claims Against the Estate – Pg. 482

Proposed Regulations 
Under current law, estate tax deductions 

are allowed for claims over $500,000 when 
they are actually paid without the need to 
calculate the claim’s present value.

If paid after filing the form 706, these 
claims are generally deducted on 
amended returns.



Proposed Regulations – Certain Claims 
Against the Estate – Pg. 482 -

Continued
The IRS has just issued proposed 

regulations that require the calculation of 
the present value certain claims that are 
over $500,000 and are paid at least three 
years after the date of the decedent. 
The proposed regulations would limit the 

estate tax deduction for the claim to the 
present value of the paid amount after the 
decedent’s death. 



Proposed Regulations – Certain Claims 
Against the Estate – Pg. 482-

Continued
The present value of the payment would 

be computed by discounting the payment 
from the payment date to the decedent’s 
date of death using in the calculation the 
applicable federal rate (compounded 
annually) for the month in which the 
decedent’s date of death occurs.
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