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April 18th–Tax Day or is 

it?  
 

Traditionally, 2022 personal income tax returns are 

due April 18th and taxpayers can apply for an 

automatic extension until October 16th to file the 

return. (Remember this just an extension to file, not 

an extension to pay) 

 

However, due to the winter storms that hit California 

this winter, the IRS and State of California have 

automatically extended the due date of the 2022 tax 

returns and 2023 estimated tax payment until October 

16, 2023. (If you are client that lives in another state, 

this extension does not apply) 

 

This relief applies to deadlines falling on or after 

January 8, 2023, and before October 16, 2023, 

including the 2022 individual income tax returns due 

on April 18 and the quarterly estimated tax payments, 

typically due on January 17, 2023 and April 18, 2023.  

 

Taxpayers affected by these storms qualify for an 

extension to October 16, 2023 to file individual and 

business tax returns and make certain tax payments. 

This includes: 

• Individuals whose tax returns and payments 

are due on April 18, 2023. 

• Quarterly estimated tax payments due 

January 17, 2023, April 18, 2023, June 15, 

2023, and September 15, 2023. 

• Business entities whose tax returns are 

normally due on March 15 and April 18. 

• PTE Elective Tax payments due on June 15, 

2023. 

 

In our firm we have been operating assuming there 

are no automatic extensions. If you feel you want to 

take advantage of the additional time to pay and file 

that is fine and I do recommend it for some clients.  

 

Our tax software is not updating the due dates on our 

cover letters since this is not an extension for the 

entire United States, it is just for taxpayers in 

California. To avoid confusion, we have been 

providing you instructions making the 2022 and 2023 

tax payments at the traditional tax deadlines. We are 

not confident in the IRS or California Franchise Tax 

Boards systems to automatically identify taxpayers 

living in the affected areas. Thus, creating possible 

late payment notices being generated and requiring 

additional fees in responding to such notices should a 

taxpayer decide to file a 2022 early and not pay until 

October 16th.  

 

We have filed extensions for all S corporations and 

partnerships that were due on March 15th. We will 

also be filing extension for all personal and C 

Corporations that have an April 18th due date.  

 

Please continue to provide us your 2022 tax 

documentation and upload them to the portal or 

drop/mail to our office. We currently have a 3 week 

backlog of work and any work that comes in after 

March 24th will not be completed before April 18th. It 

will be placed on extension and will be completed 

after April 18th.  
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Helicopter View of 2023 

Meals and Entertainment 
 

As you may already know, there have been some 

major changes to the business meal deduction for 

2023 and beyond. The deduction for business meals 

has been reduced to 50 percent, a significant change 

from the previous 100 percent deduction for business 

meals in and from restaurants, which was applicable 

only for the years 2021 and 2022. To help you better 

understand the current situation, see the table below: 

 

 
Amount Deductible 

for Tax Year 2023 and 

Beyond 

Description 100% 50% Zero 

Restaurant meals with clients and prospects  X  

Entertainment such as baseball and football 

games with clients and prospects 
  X 

Employee meals for convenience of 

employer, served by in-house cafeteria 
 X  

Employee meals for required business 

meeting, purchased from a restaurant 
 X  

Meal served at chamber of commerce 

meeting held in a hotel meeting room 
 X  

Meal consumed in a fancy restaurant while 

in overnight business travel status 
 X  

Meals cooked by you in your hotel room 

kitchen while traveling away from home 

overnight 
 X  

Year-end party for employees and spouses X   

Golf outing for employees and spouses X   

Year-end party for customers   X 

Meals made on premises for general public 

at marketing presentation 
X   

Team-building recreational event for all 

employees 
X   

Golf or theater outing or football game with 

your best customer 
  X 

Meal with a prospective customer at a 

country club following your non-deductible 

round of golf  
 X  

Holding Real Property in a 

Corporation: Good or Bad 

Idea? 

 

As the real estate market has cooled off in many parts 

of the country, investing in property may seem wise 

in the long run. But taxes can be a significant concern.  

 

Owning real estate in a C corporation may not be wise 

when considering taxes because it puts you at risk of 

being double-taxed.  

 

This means that if you sell the property and make a 

profit, the gain may be subject to taxation twice—

once at the corporate level and again at the 

shareholder level when the corporation pays out 

profits to shareholders as dividends. 

 

The Tax Cuts and Jobs Act reduced the double 

taxation threat, but with our current federal debt, you 

face the risk that lawmakers will hike the corporate 

tax rates and possibly also tax dividends at higher 

ordinary income rates. 

 

To avoid this threat, I usually recommend using a 

single-member LLC or revocable trust to hold real 

property. A disregarded single-member LLC delivers 

super-simple tax treatment combined with 

corporation-like liability protection, while a 

revocable trust can avoid probate and save time and 

money. 

 

If you are a co-owner of real property, it is advisable 

to set up a multi-member LLC to hold the property. 

The partnership taxation rules that multi-member 

LLCs follow have several advantages, including 

pass-through taxation. 

 

In conclusion, holding real property in a C 

corporation can expose you to the risk of double 

taxation, and I don’t recommend it. Instead, consider 

a single-member LLC, revocable trust, or multi-

member LLC, depending on your situation. 
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Are You a Regular 

Investor or a Tax-Favored 

Securities Trader? 
 

As we navigate the recent volatility in the stock 

market, you may want to think about the possible 

favorable federal income tax treatment the tax code 

gives to a securities trader.  

 

Suppose you can qualify as a securities trader for 

federal income tax purposes. In that case, you deduct 

your trading-related expenses on Schedule C of Form 

1040 and make the taxpayer-friendly mark-to-market 

election, which is not available to garden-variety 

investors. 

 

The mark-to-market election has two important 

federal income tax advantages:  

 

1. Exemption from the capital loss deduction 

limitation  

 

2. Exemption from the wash sale rule 

 

But there is a price to pay for these tax advantages. 

As a trader who has made the mark-to-market 

election, you must pretend to sell your entire trading 

portfolio at market on the last trading day of the year, 

which may have little or no tax impact if you have 

little or nothing in your trading portfolio at year-end. 

 

Your trading activities must constitute a business for 

you to qualify as a securities trader, and you must 

meet both of the following requirements:  

 

1. Your trading must be frequent and 

substantial. 

 

2. You must seek to profit from short-term 

market swings rather than longer-term 

strategies. 

 

If you are a calendar-year taxpayer, the deadline to 

make the mark-to-market election for your 2023 tax 

year is April 18, 2023 (that’s right around the corner). 

You make the election by including a statement with 

your 2022 Form 1040 filed by that date or with a 

Form 4868 extension request for your 2022 return 

filed by that date. 

 

Avoid This Family-

Member S Corporation 

Health Insurance Mistake 
 

There are two important issues related to health 

insurance deductions for S corporations.  

 

First, if you own more than 2 percent of an S 

corporation, there are three steps you need to follow 

to claim a deduction for health insurance: 

 

• Step 1. The cost of the insurance must be on 

the S corporation’s books. 

• Step 2. The corporation must include the cost 

of the health insurance premiums on your W-

2 form as taxable income (but not subject to 

payroll taxes). 

• Step 3. If eligible, you must claim the health 

insurance deduction as an above-the-line 

deduction on Schedule 1 of Form 1040. 

 

Second, this three-step procedure applies to your 

spouse, children, grandchildren, great-grandchildren, 

parents, grandparents, and great-grandparents if they 

work for your S corporation and the corporation 

covers them with health insurance.  

 

The three rules apply to the relatives listed above who 

work in the S corporation, even if they don’t own any 

stock directly. For health insurance purposes, the tax 

code attributes your stock ownership to them and 

deems that they own what you own. 

 

It’s crucial to get this right, as failing to do so could 

result in a lost health insurance deduction for your 
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family members and zero deductions or the S 

corporation. 

 

If you or your S corporation did not handle this 

correctly in the past, please contact us to correct in 

the current tax year.  
 

Last Chance for Some 

Retires to avoid a 25% tax 

penalty is April 1st.  
 

If you turned 72 in 2022, the last chance for your first 

mandatory retirement plan withdrawal is April 1 or 

you may face a 25% tax penalty. 

 

Generally, you must begin these yearly withdrawals, 

known as required minimum distributions, or RMDs, 

by a specific age. Prior to 2020, RMDs started at age 

70½, and the Secure Act of 2019 increased the 

beginning age to 72. In 2022, Secure 2.0 raised the 

age to 73, which starts in 2023. 

 

While the yearly deadline for RMDs is Dec. 31, 

there’s a special exception for the first year, which 

pushes the due date to April 1. 

 

Tax History 101 
 

The first record of taxation comes from ancient 

Egypt; around 5,000 years ago the Pharoah collected 

a tax equal to 20% of all grain harvests. Because this 

was before the existence of coin currency, the tax was 

literally paid in grain. 

 

The Rosetta Stone was a propaganda poster for the 

successes of King Ptolemy V, that also served to 

explain the new tax laws he decreed in 196 BCE.1 

 

Julius Caesar implemented the first sales tax: a flat 

1% across the entire Roman empire. Caesar Augustus 

raised it to 4%. 

 

Caesar Augustus also changed the tax system in the 

late first century BCE from one that taxed regions as 

a whole to one that was a direct income tax on 

individuals. 

 

Ancient Egypt, Persia, and China all assessed 

property taxes based on the production value of the 

land, which were paid by farmers. 
 

IRS taxing “accidental” 

Americans (on purpose) 

 

The United States is one of only two tax jurisdictions 

that tax individuals based on citizenship or residency 

(the other is Eritrea). The definition of “citizen” for 

U.S. tax purposes is fairly expansive, and it’s possible 

to owe U.S. tax even if you have never lived in this 

country. Meet the “accidental American.” 

 

Former British Prime Minister Boris Johnson came 

down with a case of accidental Americanness — he 

was born in Manhattan and was thus a U.S. citizen 

even though he left America when he was age 5. 

Upon the 2014 sale of his London home, which did 

not generate tax in the UK, due to his American 

citizenship he owed around $165,000 to the IRS. He 

initially stated he would not pay the bill because it 

was “absolutely outrageous.” It is assumed that he 

eventually paid the tax because he renounced his U.S. 

citizenship in 2016. 

 

Lest you think it’s easy to undo this mess, that citizen-

ship has sailed. To exit the U.S. tax system, you will 

need to prove five years of tax compliance and you 

may have to pay an exit tax (aka expatriation tax) if 

you meet certain income and net worth requirements. 

 

The exit tax, if it applies, is calculated as follows: All 

property of a covered expatriate is treated as being 

sold on the day before their expatriation date for its 

fair market value. The exit tax is an income tax on the 

total of any unrealized gain from that deemed sale 

plus the deemed distribution of IRAs, §529 plans, and 

health savings accounts (taxed at ordinary rates). 
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However, the exit tax applies to this amount only to 

the extent it exceeds an inflation-adjusted exclusion 

amount ($767,000 for 2022). 

 

The cherry on top of this fruited plain is that once you 

make it through the exit tax gauntlet, you also end up 

in the government’s slam book: Every quarter, the 

U.S. Treasury Department publishes a list of the 

names of people who renounced their U.S. 

citizenship: www.federalregister.gov/quarterly-

publication-of-individuals-who-have-chosen-to-

expatriate  
 

“Gifts” from employer are 

includable income 

 

A taxpayer was liable for tax on $79,581 of 

unreported income and a $5,133 accuracy-related 

penalty after she failed to convince the Tax Court that 

amounts transferred to her from her employer were 

gifts. 

 

The payments at issue were two wire payments the 

taxpayer received from her employer: $35,000 in 

2012 and $53,020 in 2014. In 2017, the taxpayer 

separated from her employer, and a severance 

statement included a provision addressing the 

employee advances. The provision noted that 

$79,581 in advances would be written off, the 

taxpayer was to provide a W-9 to the employer, and 

that the company would issue a 1099 with the 

taxpayer responsible for any applicable taxes. (The 

difference in the amounts paid and the amount written 

off reflects the exchange rate between Canadian and 

U.S. dollars.) 

 

The taxpayer attempted to have the severance 

statement revised; her attorney drafted a second 

version of the employee advance provision that 

would withhold the advance amounts from her total 

severance package. The taxpayer argued this 

reflected an oral agreement she had with the then-

CEO of the company, with whom she was having a 

relationship. However, the second draft was never 

signed. 

 

The taxpayer timely filed her 2017 return, but she did 

not report the employee advances for which she had 

received a 1099 (per the original severance 

statement). The taxpayer argued the amounts paid to 

her in 2012 and 2014 were gifts, evidenced by the fact 

that she was in a relationship with the CEO.  

 

Gift or compensation? 

 

Generally, amounts transferred from an employer to 

an employee are includable in gross income. There is 

a strong presumption that payments made beyond an 

employee’s salary are compensation for services and 

not gifts. 

 

However, a payment between an employer and an 

employee may be a gift when the relationship 

between the employer and the employee is personal 

and unrelated to work.  Regarding this argument, the 

taxpayer produced e-mails and text messages that 

purportedly established her relationship with the 

CEO. But the Tax Court did not find that these 

correspondences demonstrated that the payments 

were intended to be gifts. 

 

Regarding the second draft of the severance 

statement, the court noted that the draft remained 

unsigned, and the language of the revised provision 

on employee advances was ambiguous at best and 

only reflected the taxpayer’s attempt to recharacterize 

the payments as gifts. 

 

The court also upheld the accuracy-related penalty 

because the taxpayer was aware of the provisions of 

the severance statement regarding the 1099 and her 

responsibility for any tax liability, yet she failed to 

report the income. 
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Our Network 
If you would like a second opinion regarding your 

Estate Plan or Financial Investing please contact us. 

We have attorneys and financial advisors ready to help. 

 

Upcoming due dates 
 

April 17, 2023 

• 2022 Fiscal year end C Corporations are due 

(if located in California, automatic extension 

until October 16th) 

• 2022 Personal income tax returns are due (if 

located in California, automatic extension 

until October 16th) 

• 1st Qr 2023 Federal and State estimated tax 

payments due (if located in California, 

automatic extension until October 16th) 

• 2022 Individual Retirement Account (IRA) 

(traditional and Roth) contributions are due (if 

located in California automatic extension 

until October 16th) 

• 2022 Health Savings Accounts (HSA) 

contributions are due (if located in California 

automatic extension until October 16th) 

 

 

April 30, 2023 

• 1st Qtr payroll tax returns are due 

• 1st Qtr sales tax returns are due 

 

 

2023 Estimated Tax Payments due dates (mark 

your calendars) 
 

 
 

 

 

 

 

Visit our website and share 

helpful tips 
 
 

Bet you didn't know we also love to do video updates. 

Check out the “Mike Talking" page for video updates to stay 

current on tax law changes. Please share with your friends 

and colleagues.  
 

https://www.liebcody.com/mike-talking 
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