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WELCOME

Introduce MaryJane Hourani, PPP guru, & Carol Wright today

Feedback is expected in Q&A section, 
but may not be answered today.

Sorry, lunch is on your dime.

LESSON 1



WELCOME TO THE MSU UPDATE CLASS 2021

Lots of changes to the law since the book was written, including

5,593 pages of the Consolidation Reconciliation Act.

WELCOME to those of you who are new to this program

Glad to see some familiar names even from this year, welcome back. 

We hope you enjoy some aspects of the web-based class. For instance, you can 
roll your eyes if you want to and some issues.

INTRODUCTION OF PRESENTERS



TESTING AUDIO & VIDEO HOOKUPS

If you can hear me, please pay attention.

If you can see the slides, feel free to read them.

Those of you who can’t do either, you are  not really here.

Seriously, we have people to handle those issues and IT’s phone number for MSU 
Zoom experts at 517-432-6200. Gwyn is our contact person and she is the expert. 
Bill is monitoring the Q&A section and we will have a chance to review them with 
you.
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MEASURING ATTENDANCE 

Please answer each one in the Q&A section so that we can give you credit for 
being present. No correct answers are required. Please mark them quickly.

No sign in is required as Zoom records you answer. Our standard is the one for 
enrolled agents. Therefore, each must be answered in a timely manner. 
So do not  spend a ton of time. 

The reason we ask 4 questions, is ¾ still equals 75%. Our goal is 100% pass rate!

The questions are numbered so you will know what you have answered.

LESSON 1 4

4 questions will be asked during each 50 Minute period.



SLIDES

The update class is all in the slides. They will be available as 
part of the update class.

This year, we are all putting our slides online, at 
MSU.edu/incometaxschools/update class

If you already own the book, you can update errors at the 
web site listed on page iv in the front of the book,
www.taxworkbook.com

User name class2020, Password class2020
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AGENDA  THIS MORNING  9:00 AM - NOON

Taxpayer Certainty & Disaster Tax Relief Act of 2020

PPP Loans  MJ

Other issues:

Bonus Depreciation Rev. Proc 2020-50

RMD Life Expectancy 2022

State withholding for employees who do not work and live in 
the same state

SALT, state and local taxes paid by 1120S and 1065 filers 

Closing Business

If time permits, UBER employees versus subcontractors
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POLLING QUESTION 1

We will read the question. If you know the answer, click on the correct one. 
If you don’t know the answer, click on any answer to register that you are 
present.

We want to give you a chance to answer, but some people may be working 
together.  we will close the polling when at least 95% of you have responded.

Good luck. 

REALITY CHECK QUESTION TO TEST THE SYSTEM



POLLING Q 1 CAROL AM 

WHAT DO YOU EXPECT TO LEARN FROM THIS 
CLASS?

A. NEW LAW & UPDATES FROM IRS

B. NOTHING NEW SINCE BOOK I GOT THE BOOK



4 Polling questions will pop up on your screen during the presentation

Please answer each one to document your attendance

Some of these details are also mentioned in the loop which runs before we start

MSU Technical backup for each session

Instructors will back up the presenter. Questions about the presented materials 
are encouraged in the Q&A section. We do not have time allocated to 
hypotheticals or specific client’s concerns

ZOOM CHANGES TO OUR PRESENTATIONS



IRS is reprograming the computers to accept 2019 earned income for Earned 
income credit and additional child credit. Law changes December 28

IR-2021-16

Stimulus payments were first

Filing season begins Feb. 12th

First week in March anticipated  refund for EIC returns and Additional Child Tax 
Credit If they file electronically & have direct deposit for their refund

FILING SEASON STARTING 



CONSOLIDATED 
APPROPRIATIONS ACT OF 2021

DIV. EE TAXPAYER CERTAINTY & DISASTER 
RELIEF ACT OF 2020

CAROL GREGORY WRIGHT, CPA
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EIC & ACTC BRIEFLY IN CCH SUMMARY 



NEW LAW  

TP Election for 2020
Single or married individuals may elect to use the earned 
income from their 2019 return (s)

Not required but married people should include the earned 
income of both spouses

Law reference pdf pg. 4946, Law 2479 and Sec. 211 Div. EE 
Taxpayer Certainty & Disaster Tax Relief Act of 2020

EIC INCOME & ADDITIONAL CHILD TAX CREDIT       P. 3



Earned Income redefined for 2020

EIC based upon 2020 or 2019 at election of TP Sec. 32

Additional Child Tax Credit can use 2019 or 2020 at their 
election. Sec. 24(d) 

EARNED INCOME CREDIT  & CHILD TAX CREDIT



Refundable credit, only definition of earned income changed for 2020

Income phaseout threshold with one child
MFJ $440,000
Other filing status $240,000

Qualifying child under age 17 and meets dependent tests

Support test - Child cannot furnish more than ½ support

See 2019 workbook for a discussion of additional CTC

ADDITIONAL CHILD TAX CREDIT               



Polling Question Update 2

Taxpayer can elect to use earned income from 2019 to 
compute EIC for 2020 for both the husband and wife.

Yes

No

EARNED INCOME CREDIT  & CHILD TAX CREDIT



IR-2021-10 January 12, 2021

Instructions changed & available at IRS.gov for 1040 & 1040-SR 

Earned Income redefined for 2020

Date for filing these returns not announced, 

but on rest of web site is says March for EIC. 

EARNED INCOME CREDIT  & CHILD TAX CREDIT



Sec. 72 penalty of 10% on early withdrawals 
waive for qualified corona virus 

Money purchase plan also qualifies for the 3-year income inclusion

Taxpayer Certainty & Disaster Relief changes the 1040 computation for 2021?

Form 8915-E 

RETIREMENT PLANS PENALTY RELIEF EXTENDED***       P. 3 & 4



FARMING LOSSES 
REVISED  P. 3
CCH SUMMARY 



CCH states “The act allows employers maintaining plans 
that made a qualified future transfer may elect to 
terminate the transfer effective for any year after the 
election is made. The election must be made no later than 
December 31, 2021.

25

EMPLOYERS COVERING FUTURE RETIREES COSTS  P. 3



Coronavirus-Related Distributions – No Penalty for early 
withdrawal

◦ CARES Act waives 10% penalty to maximum is $100,000 for 
coronavirus-related withdrawals. January 1, 2020 to 
December 31, 2020 ***to 60 days after enactment***

◦ TP, spouse, or dependent diagnosed with COVID-19

◦ Experiences adverse financial consequences 
(Cross-Reference Notice 2020-50 for others)

◦ Included income ratably over 3-tax years (unless elect out)

COVID ONLY EARLY DISTRIBUTIONS FORM 8915-E P. 4
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COVID 19 – QUALIFIED 2020 DISASTER DISTRIBUTION FROM RETIREMENT 



Part 1 is for 2020 withdrawals; Part III is for those from IRAs

No penalty for first $100,000. Any excess follows regular rules.

Part II is for regular pension withdrawals. Include in income
over 3 years unless elects out on this form.

If taxpayer previously had prior year qualified disaster withdrawals, form 8915 A-D are 
required. Follow instructions for applicable old years. Generally Michigan taxpayers 
didn’t have many federally declared disaster areas.

The example in the instructions is a family from Texas which had qualified disasters in 
the last 3 years.
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FORM 8915 – E APPLIES FOR 2020



Dates are Jan 1, 2020 until 60 days after enactment 
(I calculated  Feb. 28, 2021)

Includes same provisions for federally declared disasters for individuals, 
except COVID ( covered separately)

Recontribution of withdrawn funds for home-purchases

Loan balance from pension funds increased to $100,000
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DISASTER RELIEF EXTENDED TO ALL DECLARED DISASTERS



Treatment in a in-network facility will prohibit medical bills of a 
sizeable nature from an out-of-network health provider.

This was not the practice of the institution because it was not the 
impact of the Affordable Care Act
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NO SURPRISES ACT                             P. 4



Amount increased to 60% of the contribution base in CARES. For individuals, it 
now is 100% to support the pandemic for 2020 & 2021

Every tax return can claim $300 above Adjusted Gross Income still subject to Sec. 
170 rules. For 2021, $300 per filers. Joint return can claim $600 for 2021.

Only applies to non-itemizers.

Corporations under CARES increased from 10 to 25% for 2020. Carryforward five 
years of the excess over 25%

Food inventory increased from 10 to 25% 
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CHARITABLE CONTRIBUTION EXTENSION 2020 AND 2021 P. 4



MEDICAL LIMITATION PERMANENTLY 7.5%   P. 5    

Education limits 
changed for 2021 Medical expenses 

in excess of 7.5%



The above the line charitable contribution went from $300 per return in 2020 to 
$600 on a joint return for 2021.

True

False
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POLLING QUESTION 3 FROM UPDATE CLASS



Working after 70 can contribute to IRA

WORKING RETIREMENT

Retired people can go back to work without jeopardizing their retirement, 
plans have additional requirements

“Specifically, the PPA established new IRC § 401(a)(36), which provides a pension plan does 
not fail to satisfy the tax-qualification rules solely because it permits distributions to 
employees who are at least 62 years old and still working. This provision is effective for plan 
years beginning after December 31, 2006.” 

Consolidated Appropriation act Division EE Title II section 208 changed date to 59 ½ 

Exception building and construction industry age is lowered to 55 for multiple employer plans 
in existence before Jan 1970

RETIREMENT PLANS – WORKERS DRAW & WORK



CARES Act allows higher ed institutions funds to support students with 
financial needs related to coronavirus pandemic

Student can receive qualified disaster relief payments - not taxable

No credits or deductions for the expenses paid with this money

NOTE: Emergency grants from Dept. of Ed
not taxable, no deduction for expense
covered

HIGHER EDUCATION EMERGENCY RELIEF NEW LAW EXTENDED



2021 
Effective after 2020

CHANGES FOR NEXT YEAR & BEYOND



Teacher Expenses   p. 3
IRS directed to change Regs to include protective equipment 
& supplies
for the above the line deduction

This Photo by Unknown Author is licensed under CC BY-NC-ND



Business Meals                                     p. 4
For 2021 & 2022, temporarily 100% of business meals including beverages 
provided at a restaurant
are deductible



MAXIMUM  earnings for Social Security2021 $142,800

EARNING TO EARN A QUARTER OF COVERAGE 2021 $1,470

SOCIAL SECURITY & MEDICARE



EDUCATION CREDITS AND LOANS



2021 Effective dates Ed Benefits
Education- Related Tax Benefits

Coverdell, American Opportunity Credit, same rules

Lifetime Learning Credit, 

Student Loan Interest (Excluded income from employer estended)

Deduction for educational expenses is gone. Law Sec. 104

Code Section 222, Lifelong learning credit 
Increase income to start the phase out at 80,000 for single

◦ 160,000 for joint return



Phaseout begins at $59,000 ($118,000 MFJ) 2020

***80,000 (160,000 MFJ)   2021***

SAME RULES - Qualified expenses are tuition and related expenses

The expenses must be paid to the institution for enrollment

Only payments in the current year

Not eligible for any other exclusion or credit

Report on Form 8863

Subsequent refund must recapture credit just like AOTC

LIFETIME LEARNING CREDIT CONT.     



Eligibility 

TP must be legally required to repay qualified loan 

Loan must be for a degree program, ½ time enrollment

TP cannot be a dependent, not MFS, or nonresident alien

Income limits

Phase out between $70,000 and $85,000 ($140,000 to $170,000 MFJ)

STUDENT LOAN INTEREST DEDUCTION 



Tuition and Fees Deduction

Deduction (adjustment to AGI) up to $4,000 on Form 8917, Form 1040 
Schedule 1

Deduction expires 12/31/2020

NO DEDUCTION FOR TUITION & FEES



Employer’s plan may exclude education benefits from employee’s income

Limited to $5,250 per year

Non-discrimination 

Limits on owner & related parties

Undergraduate or graduate education

Sports and games if reasonable relationship to employer’s business or 
required as part of the degree program

CARES expanded exclusion to student loan interest & principal paid by 
employer after March 27, 2020 before Jan.1 2021 ***EXTENDED to 2025 ***

EMPLOYER PROVIDED EDUCATION BENEFITS                      



Modified amounts 2,000,000/ 1,000,000 acquisition

750,000 / 375,000 

Until 2026

Also EXTENDED Sec. 133 pg. 2435

Deduct as interest

Mortgage Insurance Premium is qualified residence interest 12/31/2021 

DISCHARGE OF MORTGAGE ON PRINCIPAL RESIDENCE    P. 5
DIV. EE SEC. 114 PG. 2435



Deductible mortgage interest does not include the

Mortgage Insurance Premium for 2021.

True

False
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POLLING QUESTION 5 FROM UPDATE CLASS



2021

2021 
for 
Sec. 
30

202020
20











20 2021     



CONSOLIDATED 
APPROPRIATIONS ACT 
PPP, EIDL AND STIMULUS 

MARYJANE HOURANI, EA, ETC.



QUESTIONS?



OTHER CHANGES TO TAX LAW FOR 2020 & BEYOND



•IR-2020-248 Short-term payment plan option extend to 180 days to resolve their tax liabilities instead of 
120 days if qualified.

•Flexibility for those temporarily unable to meet the payment terms of an accepted Offer in Compromise.

•The IRS will automatically add certain new tax balances to existing Installment Agreements, for individual 
and out of business taxpayers. This taxpayer-friendly approach will occur instead of defaulting the 
agreement, which can complicate matters for those trying to pay their taxes.

•Qualified individual taxpayers who owe less than $250,000 may set up Installment Agreements without 
providing a financial statement or substantiation if their monthly payment proposal is sufficient.

•If only owe for the 2019 tax year and < $250,000 may qualify to set up an Installment Agreement without a 
notice of federal tax lien filed by the IRS.

•Additionally, qualified taxpayers with existing Direct Debit Installment Agreements may now be able to use 
the Online Payment Agreement system to propose lower monthly payment amounts and change their 
payment due dates.

COVID 19  IRS COLLECTION RELIEF INITIATIVES



Bonus Depreciation: T.D. 9874, I.R.C. §§ 168, 179 

Final regulations explaining that the acquisition of used property is eligible for bonus 
depreciation if it meets certain requirements.

Reg. Sec. 1.168(k)-2 and Reg. Sec. 1.1502-68 Used by the taxpayer property – look 
through at transaction which has depreciation claimed directly or indirectly by the TP.

If not, used property qualifies for 100% rapid off.

BONUS DEPRECIATION 



POLLING Q 6 CAROL AFTER PPP, OTHER 

CAN YOU LEARN WITHOUT COFFEE?

A. YES

B. NO



Fact Sheets at irs.gov

FS-2020-16 Sept. 2020 – Closing a sole 
proprietorship

FS-2020-15 Sept. 2020 - Closing a partnership

FS-2020-14 Sept. 2020- Closing a corporation  

GOING OUT OF BUSINESS CLIENTS 



State & local taxes are paid by the partnership and only flow to the owners as 
part of the net income of the operation. Since they are not separately stated, 
they are not limited on the schedule A of the owners.

Notice 2020-75 State & local income taxes imposed on and paid by a partnership or 

S corporation on its income are allowed as a deduction by the partnership or S 

corporation in computing its non-separately stated taxable income or loss for the 

taxable year of payment. New Jersey law applies at partnership level. 

Property owned by partnership, not personal residence.

Not subject to Schedule A limits

SALT PAID BY PARTNERSHIPS & 1120S ENTITIES



State and local taxes paid by partnership on partner’s home is deductible. 

True

False
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POLLING QUESTION 7 CGW AFTER PPP 



1099 –NEC
DUE JAN 31

USE FOR NON-EMPLOYEE COMPENSATION
NOT 1099 MISC



RMD’s: REG- 132210-18, I.R.C. § 401 ◦ Proposed regulation update the tables used to 
determine required minimum distribution amounts, Final regs have been issued.

Effective date 1/1/2022 because of all of the distribution issues with COVID -19

Plan administrators are required to inform the participants of the amount of RMD as of 
December 31, 2020 for 2021 distributions.

REQUIRED MINIMUM DISTRIBUTION



Master limited partnerships (MLPs) in an 

IRA. Vanguard as custodian for IRAs held by 
Vanguard is responsible for IRS Form 990-T tax 
filings for MLPs. They will begin charging a $300 fee 
per account for these filings. It will be deducted from 
a client's brokerage account when a filing is required.

IRA HOLDINGS – UNRELATED BUSINESS TAXABLE INCOME



If clients are working from home, but are assigned to an office is a different state, does 
each state want them to pay income tax to them? Massachusetts and New 
Hampshire are discussing that issue.

Do we have a problem? Michigan has agreements with border states, but some 
people have moved “home” to cut costs while being employed across the country. 
DO you know about taxes in Texas if temporarily living in Michigan.

Residence 

Tax home

STATE TAX WITHHOLDING



DISASTER EXTENDED
QUALIFIED DISASTER RELIEF:  I .R.C. §§ 38, 72T, 7508A ◦

TAXPAYER CERTAINTY & DISASTER RELIEF ACT OF 2020

MAJOR DISASTER DECLARED BETWEEN 1/1/18, AND 60 DAYS AFTER THE 
ENACTMENT OF THE ACT (DECEMBER 28, 2021)

PENALTY-FREE QUALIF IED DISASTER RELIEF DISTRIBUTIONS (UP TO $100,000) 
FROM A RETIREMENT PLAN, AND I T  ALLOWS THE TAXPAYER TO RE-
CONTRIBUTE CERTAIN DISTRIBUTIONS. ◦ THE DISASTER ACT PROVIDES FOR 
PLAN LOANS. ◦

ACT PROVIDES AN AUTOMATIC 60-DAY EXTENSION OF F IL ING DEADLINES 
FOR CERTAIN TAXPAYERS AFFECTED BY FEDERALLY DECLARED DISASTERS.  



Taxpayer can exclude cancellation of debt income under 
Sec. 108 on their personal residence.

Taxpayer Certainty & Disaster Relief Act § 114, I.R.C. § 108

Modified amounts for 2021 quote  ‘Striking 
2,000,000(1,000,000) and inserting 750,000 (375,000”

For years including 2021 to 2025

Income from cancellation of debt    p. 5



POLLING Q 8 CAROL AFTER PPP, OTHER 

WHEN DOES THIS CLASS END?

A. NOW

B. NOON



NOTICE 2021-7 EMPLOYER PROVIDED VEHICLE CENTS PER MILE

Employer Provided Vehicles: Notice 2021-7, I.R.C. § 61 ◦ In 
response to the COVID-19 pandemic, the IRS is allowing 
employers to switch from the vehicle lease valuation 
method to the cents per mile method for determining the 
value of an employee’s personal use of a business vehicle 
during the pandemic. ◦ s. ◦ The option to switch methods 
is effective beginning on March 13, 2020. ◦ The employer 
can chose to continue with the cents per mile or switch 
back to the lease valuation method in 2021.



TP HAD NOT FILED, BUT USED EIP TOOL TO CLAIM 
THEIR STIMULUS PAYMENT,
IRS REJECTED 1040 FILED ELECTRONICALLY,

TP WILL FILE 2020 RETURN WITH AMENDED EIP RETURN 
ON TOP

ANY PAPER FILED RETURN AFTER BEING REJECTED BY IRS, 
SHOULD HAVE IN RED AN EXPLANATION ON TOP. 



POLLING Q 9 CAROL AFTER PPP, OTHER 

SHALL WE GO ON?

A. YES

B. NO



Delivery drivers get a fee based upon the miles 
driven. They get some tips.

Company has issued 1099s based upon miles driven 
and said they will continue 

California legislators passed a bill saying they are 
employees and entitle to sick pay and legal 
protection. This was also the finding of the CA 
appeals court.

UBER DRIVER


