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March 15: S Corporation 

and Partnership Due Date 
 

We are getting close to the tax deadline for December 

year end S Corporation and Partnerships. Please 

make sure you get us your 2022 business financials 

before March 1st so we can review and determine if 

any tax is due before March 15th.  

 

We will be filing extensions for S Corporations and 

Partnership not completed by March 1st on or about 

March 5th. This extension is good for filing until 

September 15th, but not to pay any tax due. In prior 

years going on extension was a simple option but 

since some S Corporations and Partnerships are 

eligible for Entity Passthrough Withholding Tax (CA 

AB 150) any 2022 withholding will be due on March 

15th.  

 

For business returns we complete, please make sure 

you review the instruction letter that we provide. It 

will have instructions on making any tax payments 

due.  
 

We are Encouraging Clients 

to Create an IRS Online 

Account 
 

We are recommending all clients create an IRS 

Online Account. To avoid errors on your 2022 

personal returns we are asking clients to create an 

online account. 

www.irs.gov/payments/your-online-account  

 

Once you create your account you can download your 

transcripts and confirm the estimated tax payments 

made on our account. This is very helpful for us while 

we are preparing your tax return. You will also be 

able to see when the IRS received your return and the 

status of any refunds, overpayments or balances due 

on your account.  

 

And remember, having the IRS Online Account will 

allow you to authorize a power of attorney 

(POA/TIA) that is processed in real-time (rather than 

weeks or months). 
 

IRS not taxing certain State 

payments: Including the 

California Middle Class Tax 

Refund 
 
On February 10th, the IRS announced that regarding 

special state tax payments, “in the interest of sound tax 

administration and other factors, taxpayers in many 

states will not need to report these payments on their 

2022 tax returns.” This includes the California Middle 

Class Tax Refund. 

 

The IRS will not challenge the taxability of payments 

related to general welfare and disaster relief. This 

means that people in the following states do not need to 

report these state payments on their 2022 tax returns: 

California, Colorado, Connecticut, Delaware, Florida, 

Hawaii, Idaho, Illinois, Indiana, Maine, New Jersey, 

New Mexico, New York, Oregon, Pennsylvania, and 
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Rhode Island. Specified payments made by Alaska are 

also not going to be taxed. 

 

In addition, some, but not all, taxpayers in Georgia, 

Massachusetts, South Carolina, and Virginia also will 

not include state payments in federal taxable income if 

they meet certain requirements. For these individuals, 

state payments will not be included if the payment is a 

refund of state taxes paid and either the recipient 

claimed the standard deduction or itemized their 

deductions but did not receive a tax benefit. 

 

The IRS did not specifically state that these payments 

are excludable IRC §139 disaster relief payments or that 

they qualify for the general welfare exclusion. Rather, 

they stated they might qualify, but that given the 

complexity of the issue and the fact that this is the 

middle of tax season and is only relevant for the 2022 

tax year, they are simply not going to challenge a 

taxpayer’s treatment of these payments as excludable 

from gross income. 
 

2023 Health Insurance for S 

Corporation Owners: An 

Update 
 
Here’s an update on the latest developments in 2023 

health insurance for S corporation owners. As a more-

than-2-percent S corporation owner, you are entitled to 

some good news when it comes to your health 

insurance. 

 

To ensure that your health insurance deductions are in 

order, and to avoid the $100-a-day penalties for 

violating the rules of the Affordable Care Act (ACA), 

you should take the following steps: 

 

1. Get the cost of the health insurance on the S 

corporation’s books, either by making the 

premium payments directly or through 

reimbursement. 

2. Ensure that the S corporation includes the health 

insurance premiums on the owner-employee’s 

W-2 form, including the additional 

compensation in box 1 but not in boxes 3 or 5. 

3. If you are an owner-employee with more than 2 

percent ownership, claim the health insurance 

deduction as “self-employed health insurance” 

on line 17 of Schedule 1 of Form 1040. You 

must meet the two rules of not having access to 

employer-subsidized health insurance and 

having adequate salary. 

 

For rank-and-file employees, the S corporation does not 

have to provide health insurance benefits, but if it does, 

it must use an acceptable ACA plan, such as (among 

others) the qualified small employer health 

reimbursement arrangement (QSEHRA) or the 

individual coverage HRA (ICHRA).  

 

The S corporation can reimburse more-than-2-percent 

owners for individually purchased insurance without 

any penalties, but if it reimburses rank-and-file 

employees without using the QSEHRA or ICHRA, it 

faces the $100-a-day penalty per employee. 

 

If you are looking to provide health benefits to 

employees through the S corporation, there are many 

tax-advantaged options available. If the S corporation 

provides group health insurance to all employees, 

including the shareholder-employee, the same rules 

apply. 

 

SECURE 2.0 Act Creates 

New Tax Strategies for RMDs  
 
As you are likely aware, if you have an IRA or other 

tax-deferred retirement account, you must start taking 

required minimum distributions (RMDs) once you 

reach a certain age.  

 

The SECURE 2.0 Act raises the age at which RMDs 

must first be taken, from age 72 to age 75, over the next 

10 years. Specifically, the RMD age will be 73 for those 

born between 1951 and 1959 and 75 for those born in 

1960 or later. 

 

The purpose of RMDs is to ensure that you use the 

funds in your retirement accounts while you are still 

alive, rather than using those accounts as an estate 

planning device to pass money to your heirs tax-free. 
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The amount you are required to withdraw as an RMD 

depends on your age and the balance of your retirement 

account as of December 31 of the previous year. RMDs 

are required for traditional IRAs; SEP-IRAs; SIMPLE 

IRAs; solo 401(k) plans; and all employer-sponsored 

tax-deferred retirement plans, including 401(k) plans, 

403(b) plans, profit-sharing plans, and 457(b) plans. 

 

Your first RMD must be taken by April 1 of the year 

following the year you reach the age of RMD. For 

example, if you turn 73 in 2024, you have until April 1, 

2025, to take your first taxable RMD. And then, 

including in 2025 and every year thereafter, you must 

take an annual RMD on or before December 31. 

 

It’s important to note that taking two RMDs in one year 

could increase your tax bracket and even your Medicare 

premiums. If you are faced with this situation, it’s best 

to take the first RMD in the year you reach the age of 

RMD. 

 

In the past, the IRS imposed an “excess accumulation” 

penalty tax of 50 percent if you failed to take your full 

RMD by the deadline. But starting in 2023, the 

SECURE 2.0 Act reduces the penalty to 25 percent. If 

you correct the shortfall within the “correction 

window,” you can reduce the penalty to 10 percent. The 

correction window begins on January 1 of the year 

following the RMD shortfall and ends on the earlier of  

 

• when the IRS mails a Notice of Deficiency,  

• when the penalty is assessed, or  

• the last day of the second tax year after the 

penalty is imposed. 

 

If the shortfall was due to reasonable error and you took 

reasonable steps to remedy it, you may request a penalty 

waiver by filing IRS Form 5329 and a letter explaining 

the reasonable error. Before filing the waiver request, 

you should make a catch-up distribution from your 

retirement accounts to make up for the RMD shortfall. 

 

 

Plan Your Passive Activity 

Losses for Tax-Deduction 

Relevance 
 

In 1986, lawmakers drove a stake through the heart of 

your rental property tax deductions. 

That stake, called the passive-loss rules, causes myriad 

complications that now, 37 years later, are still 

commonly misunderstood. 

 

The Trap 
 
In 1986, lawmakers made you shovel your taxable 

activities into three basic tax buckets. Looking at the 

buckets from a business perspective, you find the 

following: 

 

1. Portfolio bucket for your stocks and bonds 

2. Active business bucket for your material 

participation business activities 

3. Passive-loss bucket for your rentals plus other 

activities in which you do not materially 

participate. 

 

This letter explains three escapes from the passive-loss 

trap so that you can realize the tax benefits from your 

rental losses. 

 

Escape 1: Get Out of Jail Free 
 
Lawmakers allow taxpayers with a modified adjusted 

gross income of $100,000 or less to deduct up to 

$25,000 of rental property losses. Once your income 

goes above $100,000, the get-out-of-jail-free loss 

deduction drops by 50 cents on the dollar and 

disappears altogether at $150,000 of modified adjusted 

gross income. 

 

Escape 2: Changes in Operations 
 
If you, or you and your spouse, have modified adjusted 

gross income that exceeds the threshold, you need a 

different plan to obtain immediate benefit from your 

rental property tax losses.  
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To begin, let’s review how the tax-benefit dollars get 

trapped in the first place. As you may remember, to 

benefit from your rental property tax loss, you must 

either 

 

1. have passive income from other properties or 

another source, or 

2. both qualify as a real estate professional and 

materially participate in the rental property.  

 

Example. Say the taxable income on your Form 1040 

is $200,000 and you have one rental property. Say 

further that rental has produced a tax loss of $10,000 a 

year for the past six years, none of which you have been 

able to deduct because you have no other passive 

income and you do not qualify as a tax-law-defined real 

estate professional. 

 

So here you sit: $60,000 in tax deductions trapped in the 

passive-loss bucket—not available for deduction 

against the income from the other buckets. 

 

Not Lost, Just Waiting 
 
This is sad, no doubt, but there’s some good news even 

in this bucket as you now see it. The $60,000 is not 

going to drown, disappear, or lose its tax-deduction 

attributes in some other way. That $60,000 simply waits 

in the bucket for you to give it an escape route. 

 

Here are four possibilities for the escape route: 

1. Generate passive income. 

2. Change the character of the rental to non-

passive. 

3. Change your status to that of a real estate 

professional, and pass the material participation 

test for this property. 

4. Sell the property, as explained in Escape 3 

below. 

 

Escape 3: Total Release 
 
The $60,000 that’s trapped in the passive-loss bucket is 

like money in the bank. You can tap the trap when you 

want to release the deductions. It’s really quite easy. 

 

Here we are talking about releasing the entire $60,000 

at once (a major jailbreak). You might want to do this 

right now, or you can wait. You have many options, and 

the good news is that you are the one in charge of this 

total release of your passive losses. 

 

To release the losses, you need to make a complete 

disposition. For example, say you sell 100 percent of the 

property to a third party. Presto! You now deduct the 

entire $60,000 in trapped passive losses. 

 

Takeaway 
 

The one thing to know is that if you have rental property 

losses that are trapped by the passive-loss rules, you 

have some strategies available.  
 

IRAs for Kids 
 

Working at a tender age is an American tradition. 

What isn’t so traditional is the notion of kids 

contributing to their own IRA, especially a Roth IRA. 

But it should be a tradition, because it’s a really good 

idea. Here’s what you need to know about IRAs for 

kids. Let’s start with the Roth IRA option.  

Roth IRA Contribution Basics 
 

The only federal-income-tax-law requirement for a 

child to make an annual Roth IRA contribution is to 

have enough earned income during the year to cover 

the contribution. Age is completely irrelevant. So if a 

child earns some cash from a summer job or part-time 

work after school, he or she is entitled to make a Roth 

contribution for that year.  

 

For 2022 tax year, your working child can contribute 

the lesser of 

 

• his or her earned income for the year, or  

• $6,000.  

 

While the same $6,000 contribution limit applies 

equally to Roth IRAs and traditional IRAs, the Roth 

option is usually better for kids. 
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Key point. A contribution for your child’s 2022 tax 

year can be made as late as April 15, 2023. So, there’s 

still time for that. 

 

Modest Contributions to Child’s Roth 

IRA Can Amount to Big Bucks by 

Retirement Age 
 

By making Roth contributions for a few years during 

the teenage years, your kid can potentially 

accumulate quite a bit of money by retirement age.  

 

But realistically, most kids won’t be willing to 

contribute the $6,000 annual maximum even when 

they have enough earnings to do so.  

 

Say the child contributes $2,500 at the end of each 

year for four years. Assuming a 5 percent annual rate 

of return, the Roth account would be worth about 

$82,000 in 45 years. Assuming a more optimistic 8 

percent return, the account value jumps to a 

whopping $259,000.  

 

You get the idea. With relatively modest annual 

contributions for just a few years, Roth IRAs can be 

worth eye-popping amounts by the time your “kid” 

approaches retirement age. 
 

Made money reselling concert 

tickets?  
 

If you have not yet bought tickets to Taylor Swift’s 

upcoming Eras tour, be prepared to lay out some 

serious cash. Reportedly, fans attempting to buy 

tickets through Ticketmaster crashed the website last 

November. The alternative was to buy tickets through 

resale sites — for thousands of dollars. One floor seat 

ticket for Swift’s East Rutherford, New Jersey, show 

was selling for $31,500 on StubHub. Other tickets 

were listed for at least $12,000 on Gametime. For her 

part, Swift said that it was “excruciating” to watch the 

Ticketmaster meltdown. 

 

Resellers of these concert tickets may not realize that 

the money they make from the resale is subject to 

federal tax, and they may fail to report it. With such 

high ticket sale prices, it will be easy to exceed the 

threshold for the 1099-K reporting requirements for 

third-party settlement organizations like StubHub. 

Under the American Rescue Plan Act, the $20,000 

per payee or 200 transaction thresholds for filing 

1099-Ks has been replaced by the considerably lower 

$600 per-payee threshold (but the implementation of 

this has been delayed for now). So the resale of just 

one Taylor Swift ticket will potentially soar through 

the threshold once it is implemented. 

 

Obviously many more people will be receiving 1099-

Ks once the new threshold goes into effect. The 

amount must be reported and will be taxed as 

ordinary income.  

 

New “Mansion Tax” soon to 

impact Los Angeles 

 

The midterm elections weren’t only about the control 

of the House of Representatives and the Senate. In the 

City of Los Angeles, homelessness was on the ballot. 

Overcome with the growing numbers of people living 

on the streets, Los Angeles City voters backed a 

measure to fund affordable housing and tenant 

assistance programs. 

 

The new programs will be funded through an 

additional one-time tax on sales and transfers of real 

property exceeding certain thresholds. 

 

Starting April 1, 2023, the tax rate on such sales and 

transfers will be: 

• 4% of the consideration or value when the 

property transferred exceeds $5 million but is 

less than $10 million, and 

• 5% when the property transferred is $10 

million or more. 

 

These thresholds will be adjusted to inflation. 

Currently, a $5 million sale would be subject to a 

$200,000 city tax, and a $10 million sale would be 

subject to a $550,000 city tax.  
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The Homelessness and Housing Solutions Tax, 

although commonly referred to as the “mansion tax”, 

is not limited to single family homes. The sale of 

multifamily properties and commercial buildings will 

be subject to the tax. And it is not just sales, but also 

the value of property disposed of in a tax deferred 

exchange that would be subject to the tax. 

 

Long story short, the so-called mansion tax will drive 

a dramatic increase in the transfer taxes applicable to 

both residential and commercial property sales in the 

city of Los Angeles. That said, what related affects 

might the new tax have? We’re glad you asked. And 

if you didn’t, we’re going to tell you anyway. Keep 

in mind the following: 

 

• Sellers will be incentivized to sell such 

property before April 1 to avoid the city tax. 

• Inventory of high-end properties will likely 

climb, perhaps resulting in a buyer’s market. 

After the effective date, sellers will net the 

same if they sell for $5.2 million or 

$4,999,000. 

• Developers are going to look for other luxury 

communities to avoid a tax that could cost the 

developer a big chunk of their profit. 

• And, most critical – what other cities in 

California will fund their efforts to address 

homelessness and affordable housing with a 

similar city (or county) tax? 

 

It is important to note that the new tax would be on 

top of the existing documentary transfer tax imposed 

on property sales in the city of Los Angeles, which is 

at a combined city and county rate of 0.56%. And 

while the current documentary transfer tax is 

calculated by excluding the value or liens or 

encumbrances on the property at the time of sale, the 

new mansion tax appears to be imposed on the gross 

value of the property, which would include the value 

of such liens and encumbrances. And although 

certain exceptions do apply to the new tax, what 

remains unclear at this time, however, is whether the 

separate exceptions under the California state transfer 

tax statute regarding foreclosures, for example, 

would be applicable to the new tax.  

Although uncertainties on the new tax remain, we are 

likely to see applicable rules clarifying or perhaps 

even limiting the tax in the near future. Under 

Measure ULA, the ordinance containing the tax, the 

“Director of Finance is authorized and empowered, 

consistent with applicable law and the purposes of 

this article, to issue any rules and regulations 

reasonably necessary to enforce and administer this 

article, including but not limited to regulations further 

defining the term “realty sold” in Section 21.9.2 of 

this article and establishing procedures for 

administering exemptions to the tax imposed under 

this article.” So… Stay tuned.  
 

Upcoming due dates 
 

February 28, 2023 

• Los Angeles City Business Tax (LACBT) are 

due.  

March 15, 2023 

• Fiscal year end 2022 S Corporations and 

Partnerships are due. (Extensions need to be 

submitted before March 15th. Extension is 

good through September 15th) 

 

2023 Estimated Tax Payments due dates (mark 

your calendars) 
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