
Do you own a corporat ion,  l imi ted l iabi l i ty  company 
(LLC),  l imi ted partnership,  l imi ted l iabi l i ty  partnership, 
l imi ted l iabi l i ty  l imi ted partnership,  or  business trust? 

Or are you planning to form one of  these ent i t ies? 

I f  so,  be alert .  There’s a new federal  f i l ing requirement 
coming.. .
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The IRS Wants to Know 
about Your Crypto07

Cryptocurrency such as bi tcoin is al l 

the rage these days. Crypto is not 

legal  money. I t  is  property,  s imi lar  to 

gold.  L ike gold,  i ts  use can resul t  in 

taxable income.

You may not have thought of  th is,  but 
taking a cruise ship to Mexico for a 
business meet ing is acceptable as a 
deduct ib le form of t ransportat ion.
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Alert:
A Massive New 
FinCEN Filing 

Requirement Is 
Coming

Do you own a corporat ion,  l imi ted l iabi l i ty  company (LLC),  l imi ted partnership,  l imi ted l iabi l i ty 
partnership,  l imi ted l iabi l i ty  l imi ted partnership,  or  business trust? 

Or are you planning to form one of  these ent i t ies? 

I f  so,  be alert .  There’s a new federal  f i l ing requirement coming.

Back in 2021, Congress passed a new law cal led the Corporate Transparency Act (CTA) that 
requires corporat ions,  LLCs, and other business ent i t ies to provide informat ion about their  owners 
to the Department of  the Treasury’s Financial  Cr imes Enforcement Network (FinCEN), which is a 
uni t  separate f rom the IRS. 

The CTA is part  of  a government crackdown on corrupt ion,  money launder ing, terror ist  f inancing, 
tax f raud, and other i l l ic i t  act iv i ty.  I t  targets the use of  anonymous shel l  companies that faci l i tate 
the f low and shel ter ing of  i l l ic i t  money in the Uni ted States. 

Businesses subject  to the law wi l l  have to f i le a “benef ic ia l  owner report”  wi th FinCEN, including 
each benef ic ia l  owner ’s fu l l  legal  name, date of  b i r th,  and resident ia l  street address,  as wel l  as 
an ident i fy ing number f rom a legal  document such as a dr iver ’s l icense or passport .  FinCEN wi l l 
include the informat ion in a database for use by law enforcement,  nat ional  secur i ty and intel l igence 
agencies,  and federal  regulators that  enforce ant i -money- launder ing laws. The database wi l l  not 
be publ ic ly accessible. 

Violat ions of  the CTA can resul t  in a $500-a-day penal ty (up to $10,000) and up to two years’ 
impr isonment.

The CTA did not take effect  immediately.  Rather,  Congress gave the FinCEN t ime to wr i te regulat ions 
governing how the CTA should be appl ied and to give businesses a heads-up about the new law. 
FinCEN has now issued i ts proposed regulat ions,  and they take a fa i r ly  hard l ine on how the law 
wi l l  be appl ied.
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Here are four th ings the new regulat ions make clear.

1. The f i l ing requirement may begin soon.  The CTA goes into effect  when the proposed 
regulat ions become f inal ,  which is expected to occur somet ime in mid-to- late 2022. As soon as i t 
goes into effect , 

•  new  corporat ions,  LLCs, and other ent i t ies wi l l  have to comply wi th the f i l ing requirement 
wi th in 14 days of  being formed, and

• existing  ent i t ies wi l l  have one year to comply. 

2. Mil l ions of small  businesses are affected.  The report ing requirements wi l l  apply to almost 
every smal l  business that is not a sole propr ietorship or general  partnership,  including corporat ions, 
LLCs, l imi ted l iabi l i ty  partnerships,  l imi ted l iabi l i ty  l imi ted partnerships,  business trusts,  and most 
l imi ted partnerships—over 30 mi l l ion in al l . 

Larger companies wi th more than 20 ful l - t ime employees and $5 mi l l ion in gross receipts are 
exempt. 

3. There wil l  be many beneficial  owners.  The proposed regulat ions make i t  c lear that  a 
company can have mult ip le benef ic ia l  owners,  and i t  may not always be easy to ident i fy them al l . 
There are two broad categor ies of  benef ic ia l  owners:

•  any indiv idual  who owns 25 percent or more of  the company, and
• any indiv idual  who, direct ly or indirect ly,  exercises substant ia l  control  over the company.

4. Law and accounting f irms are not exempt.  Nei ther the CTA nor the proposed regulat ions 
contain any exemption for legal  or  account ing f i rms, except for  the relat ively few publ ic account ing 
f i rms registered under Sect ion 102 of  the Sarbanes-Oxley Act of  2002. Thus, any law or account ing 
f i rm that is a professional  corporat ion or an LLC wi l l  have to f i le a benef ic ia l  owner report  unless i t 
has more than 20 employees and $5 mi l l ion in annual  income. 
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You may not have thought of  th is,  but  taking a cruise ship to Mexico for a business meet ing is 
acceptable as a deduct ib le form of t ransportat ion.

Because Mexico is in the tax law–def ined North American area, the law says that you need no 
stronger business reason to deduct your t r ip to Mexico than you need to deduct a t r ip to Chicago, 
I l l inois,  or  Scottsdale,  Ar izona.

Less-than-one-week rule.  I f  your t r ip is outside the 50 states but inside the North American 
area and i f  the t r ip is for  seven or fewer days (excluding the day of  departure),  then the law al lows 
you to deduct the ent i re cost  of  t ravel  to and from this business dest inat ion.  Mexico f i ts th is 
locat ion rule.

Cruise ship transportation.  The law author izes any type of  t ransportat ion to and from your 
t ravel  dest inat ion,  so long as i t  is  not  lavish or extravagant.  The cruise ship cost  is not a lavish 
or extravagant expense, as the law precludes this possibi l i ty  by placing luxury water l imi ts on this 
type of  t ravel . 

The dai ly luxury water l imi t  is  twice the highest federal  per diem rate al lowable at  the t ime of  your 
t ravel .

Example.  Say you are going to t ravel  by cruise ship dur ing September 2022. The $433 maximum 
federal  per diem rate for  September 2022 comes from Nantucket,  Massachusetts.  Your dai ly luxury 
water l imi t  is  $866 (2 x $433). 

Thus, for  you and your spouse, two business travelers,  the dai ly l imi t  is  $1,732. On a s ix-night 
cruise,  that ’s a cruise-ship cost  cei l ing of  $10,392. I f  you spend $12,000, your deduct ion is l imi ted 
to $10,392. I f  you spend $8,000, you deduct $8,000. 

Deduct a
Cruise to

Mexico  
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The stock market is tanking whi le real  estate 

cont inues to skyrocket. 

I f  your ret i rement savings have taken a hi t , 

you may be wonder ing i f  th is is the t ime to 

invest in real  estate through your IRA, Roth 

IRA, or SEP-IRA.

You can’ t  invest in real  estate wi th a t radi t ional 

IRA or Roth IRA (or SEP-IRA) you establ ish 

wi th a bank, brokerage, or t rust  company. 

These types of  IRA custodians typical ly l imi t 

you to a narrow range of  investments,  such as 

publ ic ly t raded stocks,  bonds, mutual  funds, 

ETFs, and CDs. 

But you can invest in real  estate i f  you 

establ ish a sel f -d i rected IRA with a custodian 

that al lows sel f -d i rected investments.  There 

are dozens of  such IRA custodians.

Real estate is the s ingle most popular 

investment in sel f -d i rected IRAs. The sel f -

d i rected IRA can be used for al l  types of 

real  estate investments:  mult i - fami ly rental 

propert ies,  s ingle-fami ly homes, commercial 

rentals,  raw land, farmland, internat ional  real 

estate,  tax l ien cert i f icates,  t rust  deeds and 

mortgage notes,  and pr ivate placements.

Invest ing in real  estate through a sel f -d i rected 

IRA is one way to diversi fy your ret i rement 

holdings. There are also some tax advantages. 

And there are several  d isadvantages and 

compl icat ions you should careful ly consider.

First ,  you need to understand that owning real 

estate in a sel f -d i rected IRA is not l ike owning i t 

any other way, because you and your sel f -d i rected 

IRA must be total ly separate—self-deal ing is not 

al lowed. 

You, the sel f -d i rected IRA owner,  should not 

benef i t  f rom your sel f -d i rected IRA other than 

through distr ibut ions f rom the sel f -d i rected IRA. 

And your sel f -d i rected IRA i tsel f  should not 

benef i t  f rom you other than through contr ibut ions 

you make to the account.

In pract ical  terms, th is means you, your relat ives, 

and certain other “disqual i f ied persons” cannot 

do business with your sel f -d i rected IRA. For 

example,  you can’ t

•  sel l  property you personal ly own to your 
sel f -d i rected IRA,

• purchase or lease property f rom your sel f -
d i rected IRA,

• personal ly guarantee loans taken out 
by your sel f -d i rected IRA to purchase 
property,

•  receive rental  income from a rental  property 
held in a sel f -d i rected IRA, or

•  repair  or  improve any sel f -d i rected IRA 

property.

Are Self-Directed IRAs for
Real Estate a Good Idea?
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I f  you do any of  these things, your sel f -d i rected 

IRA could lose i ts tax-deferred status.  I f  that 

happens, you then pay taxes on the value of 

a l l  the property the IRA owns.

When your sel f -d i rected IRA owns real  estate, 

you also don’ t  benef i t  f rom real  estate tax 

deduct ions such as depreciat ion and the 

20 percent qual i f ied business income (QBI) 

deduct ion.

I t  may not be pleasant to th ink about,  but 

upon your death,  there is no step-up in basis 

for  real  estate held in the sel f -d i rected IRA. 

Instead, your benef ic iar ies pay tax at  ordinary 

rates on any money or property distr ibuted 

from a tradi t ional  sel f -d i rected IRA. This 

el iminates one of  the most valuable tax benef i ts 

for  real  estate owners.

Don’ t  get  the idea that sel f -d i rected IRAs are al l 

bad. None of  the income from property held in 

a sel f -d i rected IRA is taxable to you personal ly. 

L ikewise, i f  you sel l  property in a sel f -d i rected 

IRA, you need pay no personal  tax on any prof i t . 

You pay tax only when you withdraw money from 

a tradi t ional  IRA. 

With a sel f -d i rected Roth IRA, you pay no tax at 

a l l  on wi thdrawals af ter  age 59 1/2,  provided your 

IRA held the property for  at  least  f ive years.

But you need to balance these benef i ts wi th al l 

the potent ia l  drawbacks.
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The IRS Wants to Know about Your Crypto
Cryptocurrency such as bi tcoin is al l  the rage 
these days. Crypto is not legal  money. I t  is 
property,  s imi lar  to gold.  L ike gold,  i ts  use can 
resul t  in taxable income.

The IRS is concerned that you and mi l l ions of 
Americans are using crypto wi thout paying tax 
on the earnings. To clar i fy that  i t  expects you 
and other taxpayers to report  crypto earnings, 
the IRS added the fol lowing quest ion about 
cryptocurrency to the top of  Form 1040:

At any t ime dur ing 2021, did you receive,  sel l , 
exchange, or otherwise dispose of  any f inancial 
interest  in any vi r tual  currency?

You must answer th is quest ion under penal ty of 
per jury,  even i f  you have never heard of  b i tcoin 
and don’ t  know what cryptocurrency is.  You 
can’ t  leave the f ie ld blank.

Unfortunately,  th is is something of  a t r ick 
quest ion.  I t  is  so broadly worded; you’d th ink any 
transact ion involv ing digi ta l  currency requires a 
“yes” answer.  But that  is  not the case. 

IRS guidance makes clear that  i t  is  interested 
only in v i r tual  currency transact ions that resul t 
in taxable income (or loss) that  must be reported 
on a taxpayer ’s return.

Thus, for  example,  i f  you simply purchased 
bi tcoin dur ing the year and held on to i t ,  you 
should answer “no” to the crypto quest ion.  The 
same goes i f  you received crypto as a gi f t ,  or 
t ransferred crypto f rom one wal let  to another. 

You should answer “yes” to the crypto quest ion 
i f  you purchased or sold goods or services wi th 
crypto,  received new crypto through mining or 
staking act iv i t ies,  exchanged crypto for  dol lars or 
other crypto,  or  got new crypto f rom a hard fork. 
Al l  these act iv i t ies resul t  in taxable income (or 
loss).

What should you do i f  you answered the crypto 
quest ion wrong? 

I f  you answered the crypto quest ion “yes” when 
you should have answered “no,”  you don’ t  have 
to do anything. There is no need to amend your 
tax return. 

On the other hand, i f  you answered “no” when i t 
should have been “yes” and you did not report 
your taxable v i r tual  currency transact ions,  you 
need to f i le an amended or superseding return. 
I f  you fai l  to do so, you may get a let ter  f rom the 
IRS advis ing you to f i le an amended return and 
pay any taxes due. The IRS began sending out 
such let ters in 2019.

844-455-0500 support@etrendsgroup.comCONTACT US
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