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Truth About Tax



• This document and information is provided by Ary Roepcke 
Mulchaey, P.C. and the presenter for general guidance only, and does 
not constitute the provision of legal advice, accounting services, 
investment advice, written tax advice, or professional advice of any 
kind.

• The information provided herein should not be used as a substitute 
for consultation with professional tax, accounting, legal, or other 
competent advisors.

• Before making any decision or taking any action, you should consult 
with a professional adviser who has been provided with all pertinent 
facts relevant to your particular situation.

• The information is provided “as is” with no assurance or guarantee 
of completeness, accuracy, or timeliness of the information, and 
without warranty of any kind, express or implied, including but not 
limited to warranties of performance, merchantability, and fitness 
for a particular purpose.

Disclaimer



• How many people live in a non-taxing city?

• How many people ever travel for work or 
work from home?

Days out of city



• John makes $400k per year 

• Travels or works from home 34 days during 
the year

• Works in city with tax rate of 2.5%

• Lives in non-taxing city  

Case study



• If you work 34 days outside of the 2.5% taxing district and received a $400,000 salary, you 
would only be required to pay city tax on $340,844 of those earnings.  Your total city tax 
refund would be $1,479.

Days out calc



• Governor DeWine signed into law, House Bill 197 on March 
27th, 2020.

– Employees working from home during the pandemic are 
considered to be working in the location where they would 
typically be reporting on a regular and ordinary basis (i.e., 
their principal place of work).

– Hot topic right now.

– Constitutional?

Working from home?



Ohio Tax Credit

• Ohio Opportunity Zone Credit
– The Taxpayer is eligible for a non-refundable tax credit 

equal to 10% of the amount of its funds invested by 
the Ohio QOF in the QOZ Property.

– The Ohio Opportunity Zone Tax Credit Program will 
have $23 million available in tax credit allocation for 
its 2021 application round. 

– The 2021 application period will open on Friday, 
January 8, 2021 at 10:00 a.m. and will be open 
through Sunday, January 31, 2021 at 11:59 p.m.



Ohio Tax Credit

• Ohio Opportunity Zone Credit
– The tax credit is transferrable to another taxpayer, 

but may only be transferred one time. 

– No additional transfer will be permitted.

– Great way to get value for a credit that a taxpayer 
may not be able to use during these uncertain 
times.



PPP Forgiveness

Is the amount eligible for forgiveness taxable 
income?

– Congressional intent was for the amount to be not 
taxable.

– IRS ruled that expenses related to forgiveness are not 
deductible (thus taxable).

– The IRS cited Section 256 of the tax code, which states 
that deductions can't be taken if they are tied to a 
certain class of tax-exempt income.



Wages fully deducted

$ 1,000,000 Gross Receipts
(500,000) Wages
(300,000) Other expenses

$    200,000 Net income

PPP loan wages not deducted

$ 1,000,000 Gross Receipts
(400,000) Wages
(300,000) Other expenses

$    300,000 Net income

$100,000 Increase in taxable income

PPP Forgiveness



PPP Forgiveness

• What if loan forgiveness is deferred until 
2021?  Timing of forgiveness between 2020 
and 2021 for tax reporting?

• Very important to run a projection to help 
avoid surprises.



COVID Relief

• Lame Duck – COVID Relief
– Expansion of PPP loan program
– PPP loan expenses deductible
– Expanded employment retention credit
– Credit to employers for COVID-related health and 

safety improvements
– Another round of checks
– Federal unemployment extension
– Testing, tracing, etc.



Biden - Planning

• What to do now?
– Time to learn about Biden’s tax plan.

– Closely watch Senate races.

– Have conversations with clients.

– Timeline of reform.



• September 15, 2016: Trump’s Campaign Tax Plan

• April 26, 2017: Administration releases 2017 Tax Reform for 
Economic Growth and American Jobs

• July 27, 2017: Administration and congressional Republican 
leaders release Joint Statement on Tax Reform

• September 27, 2017: Administration release Unified 
Framework for Fixing Our Broken Tax Code

• October 20, 2017: U.S. Senate passes budget resolution

• November 1, 2017:  Tax reform bill release

Timeline



Biden – Return



Biden – Return



Biden – S Corp change?



Biden – Amended



• “As President, Biden will require corporations and the wealthiest 
Americans to finally pay their fair share. He won’t ask a single 
person making under $400,000 per year to pay a penny more in 
taxes, and will in fact enact more than one-dozen middle class 
tax cuts that will finally give working families the financial 
support they deserve.”   - joebiden.com

Joe Biden Tax Plan



• Imposes a 12.4 percent Old-Age, Survivors, and Disability 
Insurance (Social Security) payroll tax on income earned above 
$400,000, evenly split between employers and employees to 
secure solvency of the program.

• This would create a “donut hole” in the current Social Security 
payroll tax, where wages between $137,700, the current 2020 
wage cap, and $400,000 are not taxed.

• 2021 wage cap will increase to $142,800.

Biden – SS tax increase



• Reverts the top individual income tax rate for taxable incomes 
above $400,000 from 37 percent under current law to the pre-Tax 
Cuts and Jobs Act level of 39.6 percent

• It is not clear how the $400,000 threshold would apply.

Biden – Top tax rate



• Phase out of the “Qualified Business Income” Section 
199A deduction for taxpayers with income over 
$400,000.

• Would result in significant tax increase for business 
owners who are currently paying ~30% with the QBI 
deduction.

• With no QBI deduction, their new marginal rate of 
39.6% would be an approximate 10% point increase.

Biden – QBI Phase out



• Taxes long-term capital gains and qualified dividends 
at the ordinary income tax rate of 39.6 percent on 
income above $1 million.

• Would only apply to the income in excess of $1 
million.

• The top rate paid on long-term capital gains and 
dividends would nearly double
– 20% long-term capital gains tax + 3.8% surtax = 23.8% 
– 39.6% +3.8% = 43.4%

Biden – Cap Gains



• Eliminates the step-up in basis for capital gains at 
death.

• Can be problematic from a record keeping 
perspective.

• Potential deemed sale rule would consider any built-
in gain of an asset to be taxable upon the owner ’s 
death.
– Liquidity would be a concern
– Life insurance planning

Biden – Cap Gains



• Caps the tax benefit of itemized deductions to 28 percent of 
value for those earning more than $400,000

• Restores the Pease limitation on itemized deductions for taxable 
incomes above $400,000.

– The itemized deductions of taxpayers are reduced by 3% of the amount by which AGI 
exceeds $400,000, but the reduction could not exceed 80% of the total itemized 
deductions.

Biden – Itemized Cap



Biden – Corporate rate
• The hallmark of the TCJA was the reduction of the 

corporate rate from 35% to 21%.  

• Biden’s plan would increase the corporate rate to 
28%.

• Propose a new form of the AMT by requiring 
corporations with financial statement income in 
excess of $100 million to pay at least 15% on 
financial statement income.



Biden – Corporate rate
• When the economists get done “scoring” the Biden tax 

plan, despite the safeguards put in place to prevent tax 
increases on those earning less than $400,000, the 
distributional analysis will in fact show increases at the 
lower levels. 

• These increases, however, will all be attributable to the 
increase in the corporate tax rate. 

• The theory is that when corporate taxes are increased, 
workers – and not just shareholders – bear the burden 
of a piece of those corporate taxes. 



Biden –Economic Effect



Biden – Retirement



Biden – Retirement

• Proposal to eliminate the current deduction for a 
flat credit to equalize the tax savings for 
contributions.

– Currently high income earners get a large deduction. 
• $10,000 contribution would save $3,700 (37%)

– Currently lower income earners get a smaller 
deduction.

• $10,000 contribution may only save $1,200 (12%)



Biden – Retirement

• No specific credit percentage or details on this 
change have been made available.

• The Tax Policy Center estimates that a 
percentage of 26% would be revenue neutral.

• In that scenario, regardless of income level, a 
taxpayer would get a 26% credit for 
retirement contributions.



Biden – Retirement

• No deduction up front for traditional 
contribution– just a credit.

• May alter current Roth vs traditional strategy
– High income earners may opt for Roth since not as 

much tax savings with a traditional.

– Low income earners may opt for traditional to get 
larger credit than currently receiving (with 
deduction).



Biden – Housing

• First-time homebuyer credit 
– A new refundable credit of up to $15,000. 

• Renter’s tax credit
– Creating a refundable renter’s tax credit capped at 

$5 billion per year, aimed at holding rent and 
utility payments at 30 percent of monthly income.



• The Biden tax plan proposes the elimination of the 1031 
Exchange for taxpayers with income in excess of $400,000.

Biden – 1031 Exchange



Biden –Dependent Care

• Dependent Care
– Expands the Child and Dependent Care Tax Credit 

(CDCTC) from a maximum of $3,000 in qualified 
expenses to $8,000 ($16,000 for multiple 
dependents).

– Also increases the maximum reimbursement rate 
from 35 percent to 50 percent. 



Biden – Credits

• Child Tax Credit – The current credit of $2,000 
per child under age 17 would be increased to 
$3,600 for children under age 6, and $3,000 
for all other children under age 17.

• Caregiver Credit – A new credit of up to 
$5,000 would be created to assist individuals 
who provide informal care to those in need of 
long-term care.



Biden – Revenue 



Biden – Estate

• Estate tax
– Plan is to return the exemption levels to pre-TCJA 

levels (basically half current levels).



ACA Refunds

• U.S Supreme Court 
– Texas v. United States

– The Supreme Court will review the 
constitutionality of the Patient Protection and 
Affordable Care Act (ACA)

– Decision expected sometime next spring/summer



ACA Refunds

• To file or not to file
– Should taxpayers file protective refund claims 

regarding the case?

– What is a protective refund claim?

– If a protective claim in filed, it must be on a 
reasonable basis.

– Statute of limitations applies.



ACA Refunds

• Questions to consider
– What’s the likelihood of the Court holding the ACA 

unconstitutional?

– If held unconstitutional, what is effective date?  
1/1/2019?

– What’s the dollar amount of tax that makes filing a 
protective claim potentially worthwhile?



ACA Refunds

• Questions to consider
– What’s the likelihood of the Court holding the ACA 

unconstitutional?

– If held unconstitutional, what is effective date?  
1/1/2019?

– What’s the dollar amount of tax that makes filing a 
protective claim potentially worthwhile?



ACA Refunds



ACA Refunds



ACA Refunds



ACA Refunds
• In March 2020, the Supreme Court of the United States agreed to review the case of California v. Texas. Known 

as Texas v. United States in the lower court proceedings, the lower courts held that, after enactment of the Tax 
Cuts and Jobs Act of 2017, P.L. 115-97 (“TCJA”), which reduced the so-called “Individual Mandate Penalty” or 
“IMP” to zero, the Patient Protection and Affordable Care Act of 2010, P.L. 111-148 (“ACA”) was then deemed 
unconstitutional and the remaining provisions in the ACA were then invalid as they could not be severed from 
the other provisions of the ACA.

• It has been suggested in the press and by other practitioners that protective claims should be considered for 
taxpayers that may be impacted by the Supreme Court case. We have determined, however, that no immediate 
action is required at this time, because period of limitations for the years in question (i.e., 2019 and 2020) should 
remain open while the Court considers the case. As discussed below, depending on the Court’s ruling, amended 
returns may be considered thereafter.

• Background. The ACA added an additional Medicare surtax, currently 0.9 percent (above what was in effect 
prior to the ACA), to wages and self-employment income above certain income amounts based on filing 
status. After enactment of the ACA, therefore, the Medicare tax starts at 1.45 percent and then rises to 2.35 
percent over the relevant income level. IRC Sec. 1401(b)(2). This is in addition to the Social Security tax, which 
applies to wage earners, self-employed individuals, and partners with active partnership interests.

• The ACA includes an individual coverage mandate and a separate individual mandate penalty for failure to 
comply with the mandate (IMP). The IMP is imposed on taxpayers that do not have minimum essential 
coverage. IRC Sec. 5000A. In 2018, for example, the IMP for those not covered by insurance was $295.00 or 2.5 
percent of household income, whichever was higher. In the 2012 case National Federation of Independent 
Business v. Sebelius, 567 U.S. 519, the individual coverage mandate was held unconstitutional; however, the IMP 
was upheld as a constitutional tax by the Supreme Court.



ACA Refunds
• A provision included in the TCJA effectively repealed the IMP by reducing that amount to zero effective January 1, 2019.

• Current Supreme Court action. The Supreme Court case, which is expected to be argued during the October 2020 term, will 
consider whether the zero-rate IMP renders the coverage provision unconstitutional and, if so, whether the IMP is severable from
the rest of the ACA – or if the entire ACA is therefore invalid.

• With a decision expected sometime before the end of June 2021, the Supreme Court may rule that the IMP remained valid even 
when reduced to zero. The Court may instead rule that, although the IMP zero rate is unconstitutional, the rest of the ACA remains 
valid. Finally, the Court could ultimately rule that the reduction of the IMP to zero deems the entire ACA unconstitutional, in which 
case the 0.9-percent Medicare surtax (included in the ACA) would be invalid. If the entire ACA is held unconstitutional, the validity 
of other taxes enacted as part of the ACA would also be at stake. These include, for example, the employer shared responsibility 
payment (IRC Sec. 4980H), taxes on failure by hospital organizations (IRC Sec. 4959), and indoor tanning excise tax (IRC Sec. 5000B).

• If the entire ACA is deemed unconstitutional and thus invalid, we believe it would be from the effective date of the repeal of the IMP, 
which is January 1, 2019. This would likely mean that the 0.9-percent Medicare surtax would be invalid effective January 1, 2019, 
and forward. In such a case, for clients that have paid the Medicare Surtax in 2019 and later, we believe amended returns to claim 
the Medicare Surtax for 2019 and later years should be recommended to affected clients.

• The 3.8-percent Net Investment Income Tax (NIIT) (IRC Sec. 1411), medical device excise tax (IRC Sec. 4191), and codification of the 
economic substance doctrine (IRC Sec. 7701(o)) were enacted as part of the Health Care and Education Reconciliation Act of 2010,
P.L. 111-152 (“HCERA”). The HCERA, although enacted in conjunction with the ACA, is technically a different law from the 
ACA. When discussing the Supreme Court case with clients, please note that there has been some discussion in the press and by 
other professionals that, if the Supreme Court rules the ACA unconstitutional because of effective repeal of the IMP, it could impact 
the validity of these provisions that were enacted as part of the HCERA.

• While California v. Texas raises uncertainty about the ultimate survival of the ACA, the ACA does remain in effect for now and, 
therefore, must currently be followed in its entirety.



NOL Carryback

• TCJA limited NOLs arising after 2017 to 80% of 
taxable income and eliminated the ability to 
carry NOLs back to prior tax years. 

• For NOLs arising in tax years beginning before 
2021, the CARES Act allows taxpayers to 
carryback 100% of NOLs to the prior five tax 
years.

• 2018, 2019, 2020 losses can be carried back.



NOL Carryback

• The CARES Act also retroactively turns off the 
excess active business loss limitation rule of 
the TCJA by deferring its effective date to tax 
years beginning after December 31, 2020.

• Under the rule, active net business losses in 
excess of $250,000 ($500,000 for joint filers) 
are disallowed and were treated as NOL 
carryforwards in the following tax year.



Increase losses?

• 100% Bonus depreciation.

• Utilize cost segregation studies to accelerate 
deductions.

• Defer income, accelerate expenses.



• Commercial buildings typically depreciated 
over 39 years.

• Cost segregation allocates part of building to 
shorter asset classes.

• Way to accelerate deductions.

Cost Segregation



Cost Segregation



Cost Segregation

• Example of post-study results:

• Can do true-up in current year to change 
previous method.



What Qualifies for the R&D Tax Credit?
• If your company does any of the following, 

your business likely qualifies for the R&D Tax 
Credit:
– Develops or designs new products or processes.

– Enhances existing products or processes.

– Develops or improves upon existing prototypes 
and software.

R&D Credit



• Credits for our clients
– Wood manufacturer
– Dentist
– Online clothing retailer
– Apparel manufacturer and seller
– Financial planning software company
– Car part manufacturer

Also can get an Ohio Commercial Activity Tax credit!

R&D Credit



R&D Credit



R&D Credit



• 2020: Year of the Roth Conversion? 
– In the right circumstances the savings can be 

substantial.

Roth Conversions



• Review each client and consider their overall financial 
situation.

• Discuss with client and other professional advisors as 
needed.

• Get a plan in place.

• Execute now?
– Be ready in the event the market comes back down?  If market 

takes a drastic fall, then may be a great time to get aggressive.

– Wait until year-end when more data is available on overall 
income/deductions?

Next Steps



• Client who already is taking RMDs

• Client in gap years

• Younger client with small pre-tax IRA

• High income/business owner with low income 
year

Client Buckets



– Client that is already taking RMDs
• Convert strategic amount depending on tax situation.

• Maximize low tax brackets.

• Important to run tax projection.

• Consider cash flow needs.

Already Taking RMDs



– Client in gap years
• Utilize lower brackets before RMD and Social Security.

• Strategy that we used pre CARES and SECURES act.

• May make sense to do additional Roth conversion given 
the current environment.

Gap Years



Gap Years



– Client has a relatively small pre-tax IRA
• Convert full amount given market environment.

• Probably in lower tax bracket.

• Start doing back door Roth conversions!

Younger client



– High income/business owner client with low 
income year 

– Has cash flow/security (doesn’t need the tax paid 
on the conversion).

– Maximize lower brackets

High Income (not 2020)



• Change pre-tax 401(k) deferrals temporarily to 
Roth?
– Remember to not be all Roth.  Good to have pre-tax 

income available for tax planning in retirement.  

• Do back-door Roth strategy earlier in year vs 
waiting until year-end?

• Be sure to run projections to avoid surprises
– Marginal rate can be difficult to predict!

Other Considerations



Marginal Rate

Increasing income 
by $100k (and thus 
completely 
phasing-out of the 
business 
deduction) results 
in a tax increase of 
$50,570



• Other items to consider
– Increase in income tax impacts a taxpayer’s ability to 

get Economic Recovery Payment

– Increase in income can push taxpayer into higher 
capital gain and qualified dividend tax bracket (0 to 15 
to 20 and Net Investment Income Tax)

– Increased taxation of Social Security 

– Increased Medicare IRMAA surcharges on Medicare 
Part B and Part D premiums.

Current Environment



Questions?
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