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New Client Portal 
 

We recently acquired new accounting management 

software enabling us to build even better client 

relationships. Our new software provides a secure 

client portal allowing a seamless method to upload 

your tax/accounting documents and in return, we can 

provide you with your tax return or accounting 

information to you via the portal.  

 

Our client portal does not require any setup on your 

part! You only need 3 pieces of information to access 

the portal: your email address, the last 4 digits of your 

social security number, and your mobile phone 

number. We will be rolling out the new portal in the 

next few weeks. Some clients have already been 

using it and the feedback has been great.  

 

Below are some screen shots of what the logins will 

look like.  

 

This is the email invite for you to login.  

 

 

    
 

This is what it looks like if you use the link from our 

website. At the bottom of the first page of our website 

is a link to access the portal.  

 

               
 

Tax Initiatives on 

November 2022 Ballot 
 

California voters will decide the outcome of the 

following tax-related initiatives included in the 

November 8, 2022, election ballot. Here is a 

summary of the ones you should be aware of.  

 

Proposition 26 

 

If approved, this initiative would authorize in-person 

sports betting at approved privately operated 

racetracks and tribal casinos on any professional, 

college, or amateur sport or athletic event (excluding 

high school sports or events, college events where 

any California college team participates, and certain 

horse races). A 10% sports wagering tax on all sports 

wagers, less the daily total of winnings paid, would 
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be imposed. Fifteen percent of the tax revenues raised 

would be targeted to address gambling addiction and 

mental health programs, an additional 15% would be 

allocated to the state’s Bureau of Gambling Control, 

and the remaining 70% would be deposited in the 

state’s general fund. 

 

Proposition 27 

 

If approved, Proposition 27 would authorize federally 

recognized Indian tribes and eligible gaming 

businesses that contract with the tribes to offer online 

and mobile sports wagering on sporting events, other 

than youth sports events. A 10% online sports betting 

operator surcharge would be imposed on the 

operators’ adjusted gross online sports betting 

receipts, which are the operator’s gross receipts less 

winnings paid out, voided bets, and federal excise 

taxes. Revenues raised would first cover regulatory 

costs. Of the remaining funds, 85% would be targeted 

to address homelessness and gambling addiction 

programs, and 15% would be allocated to tribes not 

involved in online sports betting. 

 

Proposition 30 

 

If approved, Proposition 30 would, beginning with 

the 2023 taxable year, impose an additional 1.75% 

personal income tax on the portion of a taxpayer’s 

taxable income that exceeds $2 million, similar to the 

current 1% additional tax imposed on taxpayers with 

taxable income over $1 million. Approval of 

Proposition 30 would bring the California personal 

income tax rate to over 15% for individuals with 

taxable incomes that exceed $2 million. The 1.75% 

tax would be in effect until 2043 but may be repealed 

earlier if California’s greenhouse gas emissions fall 

below targeted levels prior to that date. 

 

Eighty percent of the funds raised from the new tax 

would be dedicated to support zero-emission vehicle 

programs (e.g., electric vehicle rebate programs for 

low-income individuals and financing of electric 

vehicle charging stations). The remainder would be 

dedicated to wildfire response and prevention 

activities. 

Proposition 19 (two years later) 

 

Since we are talking about Propositions, I think it is a 

good idea to check in to see how Proposition 19 is 

doing after two years since it passed.  

 

In November 2020, voters narrowly approved 

Proposition 19, a measure that expanded the ability of 

eligible homeowners to move to a new home and 

transfer their property tax bill from the old home to 

the new one, avoiding a large tax increase. Prop. 19 

also raised taxes, eliminating the longstanding 

constitutional provisions that enabled parents to 

transfer their home and a limited amount of other 

property to their children without triggering 

reassessment to current market value. 

 

According to the fiscal impact statement put before 

voters, Prop. 19 could increase revenue by “tens of 

millions of dollars per year for both state and local 

governments,” and “most of this new state revenue 

would be spent on fire protection.” 

 

California’s Department of Finance was directed by 

the measure to calculate annually, by September 1, 

the amount of money that the state controller would 

be required to transfer to the newly created California 

Fire Response Fund. 

 

The first year’s calculation has now been completed. 

The amount of money that will be transferred to the 

California Fire Response Fund is: Zero. 

 

Zero dollars have been generated by Proposition 19 

for state firefighting efforts. Zero dollars also will be 

transferred to a second fund set up by Prop. 19, the 

County Revenue Protection Fund. That fund was 

intended to reimburse counties that had lower 

property tax revenues because of homeowners 

moving to a new county and bringing their lower tax 

bill with them. 

 

The Department of Finance informed legislative 

leaders that property tax collections were indeed 

higher. However, higher property taxes reduce the 

state’s revenue from income taxes because property 
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tax payments are deductible. So on balance, “there 

were no additional revenues and no increased savings 

to the state from the implementation” of Proposition 

19. 

 

“Therefore,” the Department of Finance concluded in 

its certified calculation, “the Controller will not 

transfer any funds to the California Fire Response 

Fund or the County Revenue Protection Fund.” 

 

Say Goodbye to 100 Percent 

Bonus Depreciation 
 

All good things must come to an end. On December 

31, 2022, one of the best tax deductions ever for 

businesses will end: 100 percent bonus depreciation.  

 

Since late 2017, businesses have used bonus 

depreciation to deduct 100 percent of the cost of most 

types of property other than real property. But 

starting in 2023, bonus depreciation is scheduled to 

decline 20 percent each year until it reaches zero in 

2027.  

 

For example, if you purchase $100,000 in equipment 

for your business and place it in service in 2022, you 

can deduct $100,000 using 100 percent bonus 

depreciation. If you wait until 2023, you’ll be able to 

deduct only $80,000 (80 percent).  

 

Does this mean you should rush out and purchase 

business property before 2022 ends to take advantage 

of the 100 percent bonus depreciation? Not 

necessarily. For many businesses, an alternative is 

not going away: IRC Section 179 expensing. 

 

Both IRC Section 179 expensing and bonus 

depreciation allow business owners to deduct in one 

year the cost of most types of tangible personal 

property, plus off-the-shelf computer software. Both 

can be used for new and used property acquired by 

purchase from an unrelated party. Both also can be 

used to deduct various non-structural improvements 

to non-residential buildings after they are placed in 

service. 

 

Moreover, the two deductions aren’t mutually 

exclusive. You can apply Section 179 expensing to 

qualifying property up to the annual limit and then 

claim bonus depreciation for any remaining basis. 

Starting in 2023, when bonus depreciation will be 

less than 100 percent, any basis left after applying 

Section 179 and bonus depreciation will be deducted 

with regular depreciation over several years. 

 

But there are some significant differences between 

the two deductions: 

 

• Section 179 expensing is subject to annual 

dollar limits that don’t apply to bonus 

depreciation. But the limits are so large that 

they don’t affect most smaller businesses. 

 

• Section 179 expensing requires more than 50 

percent business use to qualify for and retain 

the Section 179 deduction. For bonus 

depreciation, you face the more than 50 

percent business use requirement only for 

vehicles and other listed property. 

 

• Unlike bonus depreciation, Section 179 

expensing is limited to your net taxable 

business income (not counting the Section 

179 deduction) and cannot result in a loss for 

the year. 

 

• The 2022 Section 179 deduction is limited to 

$27,000 for SUVs. There is no such limit on 

bonus depreciation. 

 

• You can use bonus depreciation to deduct 

land improvements with a 15-year class life, 

such as sidewalks, fences, driveways, 

landscaping, and swimming pools. 

 

Generally, there is no great need to purchase and 

place the property in service by the end of 2022 to 

take advantage of 100 percent bonus depreciation. 

But there can be exceptions.  
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For example, if you own a rental property and want 

to make substantial landscaping or other land 

improvements, you’ll get a larger one-year 

depreciation deduction using 100 percent bonus 

depreciation in 2022 than if you wait until 2023, 

when the bonus will be only 80 percent. 

 

Avoid These Mistakes When 

Converting to an S Corporation 
 

At first glance, the corporate tax rules for forming an 

S corporation appear simple. They are not. 

Basic Requirements 
 

Here is what your business must look like when it 

operates as an S corporation: 

 

1. The S corporation must be a domestic 

corporation.  

 

2. The S corporation must have fewer than 100 

shareholders. 

 

3. The S corporation shareholders can be only 

people, estates, and certain types of trusts.  

 

4. All stockholders must be U.S. residents. 

 

5. The S corporation can have only one class of 

stock.  

 

Simple, right? But what often appears simple on the 

surface is not so simple at all. 

Don’t Forget Your Spouse 
 

If you live in a community property state, your spouse 

by reason of community property law may be an 

owner of your corporation. This can be true whether 

or not your spouse has stock in his or her own name.  

 

If your spouse is an owner, your spouse has to meet 

all the same qualification requirements you do. This 

can raise two issues: 

 

1. If your spouse does not consent to the S 

corporation election on Form 2553, your S 

corporation is not valid. 

 

2. If your spouse is a non-resident alien, your S 

corporation is not valid. 

Converting an LLC to an S 

Corporation 
 

Method 1. To convert your LLC to an S corporation 

for tax purposes, you can use a method we call “check 

and elect.” It’s easy—just two steps. First, you 

“check” the box to make your LLC a C corporation. 

Then, you “elect” for the IRS to tax your C 

corporation as an S corporation. Here’s how you take 

the two steps: 

 

1. File IRS Form 8832 to check the box that 

converts your LLC to a C corporation. 

 

2. Then file Form 2553 to convert your C 

corporation into an S corporation. 

 

Method 2. Your LLC can skip the C corporation step 

and directly elect S corporation status by filing Form 

2553. 

 

Warning - When an LLC elects S status, it is 

imperative that its operating agreement and other 

documents conform to the S corporation eligibility 

requirements. Any prior documents based on the 

LLC’s treatment as a partnership must be amended or 

replaced. If, for example, the LLC’s operating 

agreement allows special allocations of income or 

loss to be passed through to members, the LLC is not 

eligible to be treated as an S corporation because it 

would be considered to have more than one class of 

stock. (An S corporation has one class of stock only 

if all outstanding shares (which, in the case of an 

LLC, would be membership interests) confer 
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identical rights to distribution and liquidation 

proceeds. Differences in voting rights are ignored.) 

Allocations based on anything other than percentage 

of ownership breach the one-class-of-stock rule and 

are not allowable in an S corporation. 

Loans That Terminate S 

Corporation Status 
 

Don’t make a bad loan to your S corporation. With 

the wrong type of loan, you enable the IRS to treat 

that loan as a second class of stock that disqualifies 

your S corporation. 

 

Small loans are okay. If the loan is less than $10,000 

and the corporation has promised to repay you in a 

reasonable amount of time, you escape the second-

class-of-stock trap. 

   

Larger loans are more closely scrutinized. If you 

have a larger loan, your loan escapes the second-

class-of-stock trap if it meets the following 

requirements: 

 

1. The loan is in writing. 

 

2. There is a firm deadline for repayment of the 

loan. 

 

3. You cannot convert the loan into stock. 

 

4. The repayment instrument fixes the interest 

rate so that the rate is outside your control. 

 

Buying an Electric Vehicle? 
Know These Tax Law Changes 

 

There’s good and bad news if you’re in the market for 

an electric or plug-in hybrid electric vehicle.  

The good news is that the newly enacted Inflation 

Reduction Act includes a wholly revamped tax credit 

for electric vehicles that starts in 2023 and continues 

through 2032.  

 

The bad news is that the credit, now called the “clean 

vehicle credit,” comes with many new restrictions. 

 

The clean vehicle credit remains at a maximum of 

$7,500. But beginning in 2023, to qualify for the 

credit,  

 

• you will need an adjusted gross income of 

$300,000 or less for marrieds filing jointly or 

$150,000 or less for singles; and 

 

• you will need to buy an electric vehicle with 

a manufacturer’s suggested retail price below 

$80,000 for vans, SUVs, and pickup trucks, or 

$55,000 for other vehicles. 

 

But that’s not all. The 2023-and-later credit includes 

new domestic assembly and battery sourcing 

requirements. 

 

The new law reduces or eliminates the credit when 

the vehicle fails the battery sourcing requirements. 

Currently, no electric vehicle will qualify for the full 

$7,500 credit. Manufacturers are working feverishly 

to change this, but it could take a few years. 

 

The new credit is not all bad—it eliminates the cap of 

200,000 electric vehicles per manufacturer. Thus, 

popular electric vehicles manufactured by GM, 

Toyota, and Tesla can qualify for the new credit if 

they meet the price cap and other requirements.  

And then, starting in 2024, you can qualify for a 

credit of up to $4,000 when purchasing a used electric 

vehicle from a dealer (not an individual). But income 

caps also will apply to this credit. 

 

Also, starting in 2024, you’ll be able to transfer your 

credit to the dealer in return for a cash rebate or price 

reduction. This way, you can benefit from the credit 

immediately rather than waiting until you file your 

tax return. 

If you are locked out of the new credit because your 

income is too high or you wish to purchase a too-

expensive electric vehicle, consider buying a 

qualifying electric vehicle (assembled in North 

America) on or before December 31, 2022. 

http://www.liebcody.com/


 

25550 Hawthorne Blvd Ste 100 Torrance CA 90505 

www.LiebCody.com 

310 378-1248 
 

 

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. 

 

 

If you buy an electric vehicle for business use in 

2023, you have a second option: the commercial 

clean vehicle credit. 

 

ACA FTB Sending Out 
Schedule A Letters  

 

The FTB is sending out Schedule A itemized 

deduction letters, “Review Your State Tax Return – 

Total Itemized Deductions” (FTB 4709 ENS), to 

taxpayers who reported large Schedule A itemized 

deductions on their 2019 tax returns that are 

“significantly higher than expected.” (FTB Tax 

News, June 2022) 

 

According to the FTB, “The purpose of the review 

letter is to encourage taxpayers to review their 2019 

tax return, and current tax years, for any 

discrepancies.” The letter indicates that “Deductions 

commonly overstated may include medical expenses, 

charitable contributions, mortgage interest, and 

unreimbursed employee business expenses.” 

 

This review letter does not constitute an audit, but the 

2019 return does remain subject to audit until the 

statute of limitations expires. Taxpayers should 

review their return and make sure that the amounts 

claimed are accurate that that they have the proper 

documentation to substantiate their deductions. 

 

The FTB started this outreach effort by sending a 

small volume of review letters in May and will 

increase the volume over the next several months. 

 

California Middle Class Tax 
Refunds 

 
AB 192 authorizes approximately $9.5 billion in tax 

refunds, ranging from $400 to $1,050 for married 

filing joint taxpayers and $200 to $700 for all other 

taxpayers, depending on their California AGI and 

whether they claim any dependent credits. 

 

California residents who didn’t file 2020 tax returns 

by October 15, 2021, are not eligible for these 

payments. These payments are expected to arrive 

between October 2022 and January 2023, so 

taxpayers should not contact the FTB until February 

if they haven’t received the payment by then. 

 

The FTB has a refund estimator tool available on their 

website:www.ftb.ca.gov/about-

ftb/newsroom/middle-class-tax-refund/index.html. 

 

Upcoming due dates 
 

Oct 31 

• 3rd Quarter Payroll tax returns are due 

• 3rd Quarter Sales tax returns are due 

 

We are hiring! 
 
 

We are looking to add a Tax Professional to our team 

and another Administrative Assistant. If you know of 

someone that may be a good fit please introduce me 

to them.  
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