
Let ’s get straight to the point .  We want to get the 

IRS to owe you money. The IRS wi l l  not  l ikely cut 

you a check for th is money (al though, in the r ight 

c i rcumstances, that  wi l l  happen),  but  you’ l l  real ize 

the cash when you pay less in taxes.

Included in th is newslet ter  are s ix powerful  business 

tax deduct ion strategies you can easi ly understand 

and implement before the end of  2022. 
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1.  Prepay Expenses Using the IRS Safe Harbor

Six business tax deduction strategies 
you can easily understand and 

implement before the end of 2022

You just  have to thank the IRS for i ts tax-deduct ion safe harbors.

IRS regulat ions contain a safe-harbor rule that  a l lows cash-basis taxpayers to prepay and deduct 
qual i fy ing expenses up to 12 months in advance without chal lenge, adjustment,  or  change by the 
IRS.

Under th is safe harbor,  your 2022 prepayments cannot go into 2023. This makes sense because 
you can prepay only 12 months of  qual i fy ing expenses under the safe-harbor rule.

For a cash-basis taxpayer,  qual i fy ing expenses include lease payments on business vehic les,  rent 
payments on off ices and machinery,  and business and malpract ice insurance premiums.

Example.  You pay $3,000 a month in rent and would l ike a $36,000 deduct ion th is year.  So on 
Fr iday,  December 30, 2022, you mai l  a rent check for $36,000 to cover al l  of  your 2023 rent.  Your 
landlord does not receive the payment in the mai l  unt i l  Tuesday, January 3,  2023. Here are the 
resul ts:

• 	 You deduct $36,000 in 2022 ( the year you paid the money).
• 	 The landlord reports taxable income of $36,000 in 2023 ( the year he received the money).

You get what you want—the deduct ion th is year. 

The landlord gets what he wants—next year ’s ent i re rent in advance, el iminat ing any col lect ion 
problems whi le keeping the rent taxable in the year he expects i t  to be taxable. 
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2. Stop Bill ing Customers, Clients, and Patients
Here is one rock-sol id,  straightforward strategy to reduce your taxable income for th is year:  stop 
bi l l ing your customers,  c l ients,  and pat ients unt i l  af ter  December 31, 2022. (We assume here that 
you or your corporat ion is on a cash basis and operates on the calendar year.)

Customers,  c l ients,  and insurance companies general ly don’ t  pay unt i l  b i l led.  Not bi l l ing customers 
and cl ients is a t ime-tested tax-planning strategy that business owners have used successful ly for 
years.

Example. You pay $3,000 a month in rent and would l ike a $36,000 deduct ion th is year.  So on 
Fr iday,  December 30, 2022, you mai l  a rent check for $36,000 to cover al l  of  your 2023 rent.  Your 
landlord does not receive the payment in the mai l  unt i l  Tuesday, January 3,  2023. Here are the 
resul ts:

• 	 You deduct $36,000 in 2022 ( the year you paid the money).
• 	 The landlord reports taxable income of $36,000 in 2023 ( the year he received the money).

You get what you want—the deduct ion th is year. 

The landlord gets what he wants—next year ’s ent i re rent in advance, el iminat ing any col lect ion 
problems whi le keeping the rent taxable in the year he expects i t  to be taxable. 

3. Buy Off ice Equipment
With bonus depreciat ion now at 100 percent along with 
increased l imi ts for  Sect ion 179 expensing, buy your 
equipment or machinery and place i t  in service before 
December 31 and get a deduct ion for  100 percent of  the 
cost in 2022.

Qual i fy ing bonus depreciat ion and Sect ion 179 
purchases include new and used personal  property such 
as machinery,  equipment,  computers,  desks, chairs,  and 
other furni ture (and certain qual i fy ing vehic les).

4. Use Your Credit Cards
I f  you are a s ingle-member LLC or sole propr ietor f i l ing 
Schedule C for your business, the day you charge a 
purchase to your business or personal  credi t  card is the 
day you deduct the expense. Therefore,  as a Schedule 
C taxpayer,  you should consider using your credi t  card 
for  last-minute purchases of  off ice suppl ies and other 
business necessi t ies.
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5. Don’t Assume You Are Taking Too Many Deductions
I f  your business deduct ions exceed your business income, you have a tax loss for  the year.  With a 
few modif icat ions to the loss,  tax law cal ls th is a “net operat ing loss,”  or  NOL.

I f  you are start ing your business, you could very possibly have an NOL. You could have a loss year 
even with an ongoing successful  business.

You used to be able to carry back your NOL two years and get immediate tax refunds from pr ior 
years,  but  the Tax Cuts and Jobs Act (TCJA) el iminated this provis ion.  Now you can only carry your 
NOL forward, and i t  can only offset  up to 80 percent of  your taxable income in any one future year.

What does this al l  mean? Never stop document ing your deduct ions,  and always claim al l  your 
r ight fu l  deduct ions.  We have spoken with far  too many business owners,  especial ly new owners, 
who don’ t  c la im al l  their  deduct ions when those deduct ions would produce a tax loss.

6. Deal with Your Qualif ied Improvement Property
In the CARES Act,  Congress f inal ly f ixed the qual i f ied improvement 
property (QIP) error that  i t  made when enact ing the TCJA.

QIP is any improvement made by you to the inter ior  port ion of  a 
bui ld ing you own that is non-resident ia l  real  property ( th ink off ice 
bui ld ings,  retai l  stores,  and shopping centers)—if  you place the 
improvement in service af ter  the date you place the bui ld ing in 
service.

The big deal :  QIP is not real  property that  you depreciate over 39 
years.  QIP is 15-year property,  e l ig ib le for  immediate deduct ion using 
ei ther 100 percent bonus depreciat ion or Sect ion 179 expensing. To 
get the QIP deduct ion in 2022, you must place the QIP in service on 
or before December 31, 2022.

Planning note.  I f  you have QIP property on an already f i led 2019 
return that  you did not amend, i t ’s  on that return as 39-year property. 
You need to f ix  that—and l ikely add some cash to your bank account 
by making the f ix.

I f  you operate your business as a corporat ion,  and i f  the corporat ion has a credi t  card in the corporate 
name, the same rule appl ies:  the date of  charge is the date of  deduct ion for  the corporat ion.

But suppose you operate your business as a corporat ion and are the personal  owner of  the credi t 
card.  In that  case, the corporat ion must reimburse you i f  you want the corporat ion to real ize the tax 
deduct ion,  which happens on the reimbursement date.  Thus, submit  your expense report  and have 
your corporat ion make i ts reimbursements to you before midnight on December 31.
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Examine your port fo l io for  stocks you want to 
unload, and make sales where you offset  short-
term gains subject  to a high tax rate,  such as 
40.8 percent,  wi th long-term losses (a rate of  up 
to 23.8 percent) . 

In other words,  make the high taxes disappear by 
offset t ing them with low-taxed losses, and pocket 
Remember to consider your Sect ion 199A 

Last-Minute Year-End Tax Strategies 
for Your Stock Portfolio 

Strategy 1:

When you take advantage of  the tax code’s offset 
game, your stock market port fo l io can represent 
a l i t t le gold mine of  opportuni t ies to reduce your 
2022 income taxes. 

The tax code contains the basic rules for  th is 
game, and once you know the rules,  you can 
apply the correct  strategies. 

Here’s the basic strategy:

• 	Avoid the high taxes (up to 40.8 percent) 
on short- term capi ta l  gains and ordinary 
income.

•	Lower the taxes to zero—or i f  you can’ t  do 
that,  lower them to 23.8 percent or less 
by making the prof i ts subject  to long-term 
capi ta l  gains.

Think of  th is:  you are paying taxes at  a 71.4 
percent higher rate when you pay at  40.8 percent 
rather than the tax-favored 23.8 percent. 

Strategy 2:
Use long-term losses to create the $3,000 
deduct ion al lowed against  ordinary income. 

Again,  you are t ry ing to use the 23.8 percent 
loss to k i l l  a 40.8 percent rate of  tax (or a 0 
percent loss to k i l l  a 12 percent tax i f  you are 
in the 12 percent or lower tax bracket) .

Strategy 3:
As an indiv idual  investor,  avoid the wash-sale 
loss rule. 

Under the wash-sale loss rule,  i f  you sel l  a 
stock or other secur i ty and then purchase 
substant ia l ly  ident ical  stock or secur i t ies wi th in 
30 days before or af ter  the date of  sale,  you 
don’ t  recognize your loss on that sale.  Instead, 
the code makes you add the loss amount to the 
basis of  your new stock.

I f  you want to use the loss in 2022, you’ l l  have 
to sel l  the stock and si t  on your hands for more 
than 30 days before repurchasing that stock.

Strategy 4:
I f  you have lots of  capi ta l  losses or capi ta l 
loss carryovers and the $3,000 al lowance is 
looking extra t iny,  sel l  addi t ional  stocks,  rental 
propert ies,  and other assets to create offset t ing 
capi ta l  gains.

I f  you sel l  stocks to purge the capi ta l  losses, 
you can immediately repurchase the stock af ter 
you sel l  i t—there’s no wash-sale “gain” rule.
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I f  you are going to donate to a char i ty,  consider 
appreciated stock rather than cash because a 
donat ion of  appreciated stock gives you more tax 
benef i t .

I t  works l ike th is: 

• 	Benefit  1.  You deduct the fa i r  market value 
of  the stock as a char i table donat ion.

• 	Benefit  2.  You don’ t  pay any of  the taxes 
you would have had to pay i f  you sold the 
stock.

Example.  You bought a publ ic ly t raded stock for 
$1,000, and i t ’s  now worth $11,000. I f  you give i t 
to a 501(c)(3) char i ty,  the fo l lowing happens:

• 	You get a tax deduct ion for  $11,000. 
• 	You pay no taxes on the $10,000 prof i t .

Two rules to know:

1.Your deduct ions for donat ing appreciated 
stocks to 501(c)(3) organizat ions may not 
exceed 30 percent of  your adjusted gross 
income.

2. I f  your publ ic ly t raded stock donat ion 
exceeds the 30 percent,  no problem. 
Tax law al lows you to carry forward the 
excess unt i l  used, for  up to f ive years.

Strategy 6:

Do you give money to your parents to assist  them 
with their  ret i rement or l iv ing expenses? How 
about chi ldren (speci f ical ly,  chi ldren not subject 
to the k iddie tax)?

I f  so,  consider giv ing appreciated stock to your 
parents and your non-kiddie-tax chi ldren. Why? I f 
the parents or chi ldren are in lower tax brackets 
than you are,  you get a bigger bang for your buck 
by 

• 	 g i f t ing them stock, 
• 	 having them sel l  the stock,  and then
•	 having them pay taxes on the stock sale at 

their  lower tax rates.

Strategy 7:
I f  you could sel l  a publ ic ly t raded stock at  a 
loss,  do not give that loss-deduct ion stock to 
a 501(c)(3) char i ty.  Why? I f  you sel l  the stock, 
you have a tax loss that  you can deduct.  I f  you 
give the stock to a char i ty,  you get no deduct ion 
for  the loss—in other words,  you can just  k iss 
that  tax-reducing loss goodbye.

Strategy 5:
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Last-Minute Year-End
Medical Plan Strategies

Al l  smal l -business owners wi th one to 49 employees should have a medical  p lan for their  business.
Sure,  i t ’s  t rue that wi th 49 or fewer employees, the tax law does not require you to have a plan, but 
you should.  When you have 49 or fewer employees, most medical  p lan tax rules are straightforward.

Here are six opportunit ies for you to consider:

1. Make sure to c la im the federal  tax credi t  equal  to 100 percent of  the required (2020) and the 
voluntary (2021) emergency sick leave and emergency fami ly leave payments.  You l ikely made 
payments that  qual i fy for  the credi ts.

2.  I f  you have a Sect ion 105 plan in place and have not been reimbursing expenses monthly,  do a 
reimbursement now to get your 2022 deduct ions,  and then put yoursel f  on a monthly reimbursement 
schedule in 2023.

3.  I f  you want to implement a Qual i f ied Smal l  Employer Heal th Reimbursement Arrangement 
(QSEHRA) but you have not yet  done so, make sure to get that  done correct ly now. You are late, 
so you could suffer  that  $50-per-employee penal ty should your lateness be found out. 

4.  But i f  you are th inking of  the QSEHRA and want to help your employees with more money and 
f lexibi l i ty,  consider the Indiv idual  Coverage Health Reimbursement Arrangement ( ICHRA). I t ’s  got 
more advantages.

5.  I f  you operate your business as an S corporat ion and want an above-the- l ine tax deduct ion for 
the cost of  your heal th insurance, you need the S corporat ion to (a) pay for or re imburse you for 
the heal th insurance and (b) put that  insurance cost on your W-2. Make sure the reimbursement 
happens before December 31 and you have the reimbursement set  up to show on the W-2.

6.  Claim the tax credi t  for  the group heal th insurance you give your employees. I f  you provide your 
employees with group heal th insurance, see whether your pay structure and number of  employees 
put you in a posi t ion to c la im a 50 percent tax credi t  for  some or al l  of  the monies you paid for 
heal th insurance in 2022 and possibly in pr ior  years.
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Last-Minute Year-End Retirement 
Deductions 

1. Establish Your 2022 Retirement Plan
First ,  a quest ion:  do you have your (or your corporat ion’s)  ret i rement plan in place? 

I f  not ,  and i f  you have some cash you can put into a ret i rement plan, get busy and put that  ret i rement 
plan in place so you can obtain a tax deduct ion for  2022.

For most def ined contr ibut ion plans, such as 401(k) plans, you ( the owner-employee) are both an 
employee and the employer,  whether you operate as a corporat ion or as a propr ietorship.  And that ’s 
good because you can make both the employer and the employee contr ibut ions,  a l lowing you to put 
a good chunk of  money away.

2. Establish Your 2022 Retirement Plan

By establ ishing a new qual i f ied ret i rement plan (such as a prof i t -shar ing plan, 401(k) plan, or 
def ined benef i t  pension plan),  a SIMPLE IRA plan, or a SEP, you can qual i fy for  a non-refundable 
tax credi t  that ’s the greater of  a good chunk of  money away.

• 	$500 or
• 	the lesser of  (a)  $250 mult ip l ied by the number of  your non-highly compensated employees 

who are el ig ib le to part ic ipate in the plan, or (b) $5,000.

The clock cont inues to t ick.  Your ret i rement is one year c loser.

You have t ime before December 31 to take steps that wi l l  help you fund the ret i rement you desire. 
Here are four th ings to consider.
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Last-Minute Year-End Retirement 
Deductions 

3. Claim the New Automatic Enrollment $500 Tax Credit 
for Each of Three Years ($1,500 Total)
The SECURE Act added a non-refundable credi t  of  $500 per year for  up to three years,  beginning 
with the f i rst  taxable year (2020 or later)  in which you, as an el ig ib le smal l  employer,  include an 
automat ic contr ibut ion arrangement in a 401(k) or SIMPLE IRA plan.

The new $500 auto-contr ibut ion tax credi t  is  in addi t ion to the start-up credi t  and can apply to both 
newly created and exist ing ret i rement plans. Further,  you don’ t  have to spend any money to t r igger 
the credi t .  You just  need to add the auto-enrol lment feature (which does contain a provis ion that 
al lows employees to opt out) .

The law bases your credi t  on your “qual i f ied start-up costs.”  For the ret i rement start-up credi t ,  your 
qual i f ied start-up costs are the ordinary and necessary expenses you pay or incur in connect ion 
wi th

•	the establ ishment or administrat ion of  the plan, or
• 	the ret i rement-related educat ion of  employees for such plan.

4. Convert to a Roth IRA
Consider convert ing your 401(k) or t radi t ional  IRA to a Roth IRA.

You f i rst  need to answer th is quest ion:  How much tax wi l l  you have to pay to convert  your exist ing 
plan to a Roth IRA? With th is answer,  you now know how much cash you need on hand to pay the 
extra taxes caused by the conversion to a Roth IRA.

Here are four reasons you should consider convert ing your ret i rement plan to a Roth IRA:

1.  You can withdraw the monies you put into your Roth IRA ( the contr ibut ions) at  any t ime, 
both tax-free and penal ty- f ree, because you invested previously taxed money into the Roth 
account.

2.  You can withdraw the money you converted from the tradi t ional  p lan to the Roth IRA at  any 
t ime, tax-free. (But i f  you make that conversion withdrawal wi th in f ive years of  the conversion, 
you pay a 10 percent penal ty.  Each conversion has i ts own f ive-year per iod.)

3.  When you have your money in a Roth IRA, you pay no tax on qual i f ied wi thdrawals (earnings), 
which are distr ibut ions taken af ter  age 59 1/2,  provided you’ve had your Roth IRA open for at 
least  f ive years.

4.  Unl ike wi th the t radi t ional  IRA, you don’ t  have to receive required minimum distr ibut ions 
f rom a Roth IRA when you reach age 72—or to put th is another way, you can keep your Roth 
IRA intact  and earning money unt i l  you die.  (Af ter your death,  the Roth IRA can cont inue to 
earn money, but someone else wi l l  be making the investment decis ions and enjoying your 
cash.)
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Remember to consider your Sect ion 199A 
deduct ion in your year-end tax planning. I f  you 
don’ t ,  you could end up with an undesirable 
$0 for your deduct ion amount.

Here are three possible year-end moves 
that could,  in the r ight  c i rcumstances, 
s imultaneously (a) reduce your income taxes 
and (b) boost your Sect ion 199A deduct ion.

First Things First

I f  your taxable income is above $170,050 
(or $340,100 on a jo int  return),  your type 
of  business, wages paid,  and property can 
increase, reduce, or el iminate your Sect ion 
199A tax deduct ion.

I f  your deduct ion amount is less than 20 
percent of  your qual i f ied business income 
(QBI),  then consider using one or more of  the 
strategies descr ibed below to increase your 
Sect ion 199A deduct ion.

Strategy 1:  Harvest Capi ta l  Losses

Capital  gains add to your taxable income, 
which is the income that 

• 	determines your el ig ib i l i ty  for  the Sect ion 
199A tax deduct ion,

• 	sets the upper l imi t  (cei l ing) on the amount 
of  your Sect ion 199A tax deduct ion,  and

•	establ ishes when you need wages and/
or property to obtain your maximum 
deduct ions.

I f  the capi ta l  gains are hurt ing your Sect ion 
199A deduct ion,  you have t ime before the 

end of  the year to harvest capi ta l  losses to offset 
those harmful  gains.

Strategy 2:  Make Chari table 
Contr ibut ions

Since the Sect ion 199A deduct ion uses your 
Form 1040 taxable income for i ts thresholds,  you 
can use i temized deduct ions to reduce and/or 
el iminate threshold problems and increase your 
Sect ion 199A deduct ion.

Char i table contr ibut ion deduct ions are the 
easiest  way to increase your i temized deduct ions 
before the end of  the year (assuming you already 
i temize).

Strategy 3:  Buy Business Assets

Thanks to 100 percent bonus depreciat ion and 
Sect ion 179 expensing, you can wri te off  the 
ent i re cost  of  most assets you buy and place in 
service before December 31, 2022.

Bonus depreciat ion can help your Sect ion 199A 
deduct ion in two ways:

1.The big asset purchase and wri te-off  can 
reduce your taxable income and increase 
your Sect ion 199A deduct ion when i t  gets 
your taxable income under the threshold.

2.The big asset purchase and wri te-off  can 
contr ibute to an increased Sect ion 199A 
deduct ion i f  your Sect ion 199A deduct ion 
current ly uses the calculat ion that includes 
the 2.5 percent of  unadjusted basis in your 
business’s qual i f ied property.  In th is scenar io, 
your asset purchases increase your qual i f ied 
property,  which in turn increases your Sect ion 
199A deduct ion.

Last-Minute Section 199A Tax 
Reduction Strategies 

10
TAX-SAVING NEWS

www.etrendsgroup.com



Are you thinking of  get t ing marr ied or divorced? I f  yes,  consider December 31, 2022, in your tax 
planning. 

Here’s another planning quest ion:  do you give money to fami ly or f r iends (other than your chi ldren, 
who are subject  to the k iddie tax)? I f  so,  you need to consider the zero-taxes planning strategy. 

And now consider your chi ldren who are under the age of  18.  Have you paid them for the work 
they’ve done for your business? Have you paid them the r ight  way?

Here are f ive strategies to consider as we come to the end of  2022.

1.  Put Your Children on Your Payroll
I f  you have a chi ld under the age of  18 and you operate your business as a Schedule C sole 
propr ietor or as a spousal  partnership,  you need to consider having that chi ld on your payrol l .  Why? 

• 	First ,  nei ther you nor your chi ld would pay payrol l  taxes on the chi ld ’s income. 

• 	Second, wi th a t radi t ional  IRA for the chi ld,  the chi ld can avoid al l  federal  income taxes on up 

to $18,950 of  earned income.

I f  you operate your business as a corporat ion,  you can st i l l  benef i t  by employing the chi ld even 
though both your corporat ion and your chi ld suffer  payrol l  taxes.

2. Get Divorced after December 31
The marr iage rule works l ike th is:  you are considered marr ied for  the ent i re year i f  you are marr ied 
on December 31.

Last-Minute 
Year-End Tax 
Strategies for 
Marriage, Kids, 
and Family 
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Although lawmakers have made many changes to el iminate the di fferences between marr ied and 
single taxpayers,  the jo int  return wi l l  work to your advantage in most cases.

Warning on al imony! The Tax Cuts and Jobs Act (TCJA) changed the tax t reatment of  a l imony 
payments under divorce and separate maintenance agreements executed af ter  December 31, 2018:

• 	Under the old law, the payor deducts al imony payments and the recipient includes the payments 

in income.

•	Under the new law, which appl ies to al l  agreements executed af ter  December 31, 2018, the 

payor gets no tax deduct ion and the recipient does not recognize income.

3. Stay Single to Increase Mortgage 
Deductions

Two single people can deduct more mortgage interest  than a marr ied couple can. 

I f  you own a home with someone other than a spouse, and i f  you bought i t  on or before December 
15, 2017, you indiv idual ly can deduct mortgage interest  on up to $1 mi l l ion of  a qual i fy ing mortgage. 

For example,  i f  you and your unmarr ied partner l ive together and own the home together,  the 
mortgage cei l ing on deduct ions for the two of  you is $2 mi l l ion.  I f  you get marr ied,  the cei l ing drops 
to $1 mi l l ion.

I f  you and your unmarr ied partner bought your house af ter  December 15, 2017, the reduced $750,000 
mortgage l imi t  appl ies,  and your cei l ing is $1.5 mi l l ion.
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4. Get Married on or before December 31
Remember,  i f  you are marr ied on December 31, you are marr ied for  the ent i re year.

I f  you are th inking of  get t ing marr ied in 2023, you might want to rethink that  p lan for the same 
reasons that apply to divorce (as descr ibed above).  The IRS could make considerable savings 
avai lable to you for the 2022 tax year i f  you get marr ied on or before December 31, 2022.

To know your tax benef i ts and detr iments,  you both must run the numbers in your tax returns.  I f  the 
numbers work out,  you may want to take a quick t r ip to the courthouse.

5. Make Use of the 0 Percent Tax Bracket
In the old days, you used this strategy with your col lege student.  Today, th is strategy does not work 
wi th that  student because the kiddie tax now appl ies to students up to age 24. 

But th is strategy is a good one, so ask yoursel f  th is quest ion:  do I  g ive money to my parents or 
other loved ones to make their  l ives more comfortable?

If  the answer is yes,  is  your loved one in the 0 percent capi ta l  gains tax bracket? The 0 percent 
capi ta l  gains tax bracket appl ies to a s ingle person with less than $41,675 in taxable income and 
to a marr ied couple wi th less than $83,350 in taxable income.

I f  the parent or other loved one is in the 0 percent capi ta l  gains tax bracket,  you can add to your 
bank account by giv ing th is person appreciated stock rather than cash.

Example.  You give Aunt Mi l l ie shares of  stock wi th a fa i r  market value of  $20,000, for  which you 
paid $2,000. Aunt Mi l l ie sel ls the stock and pays zero capi ta l  gains taxes. She now has $20,000 in 
af ter- tax cash, which should take care of  th ings for a whi le.

Had you sold the stock,  you would have paid taxes of  $4,284 in your tax bracket (23.8 percent x 
$18,000 gain).

Of course, $4,000 of  the $20,000 you gi f ted goes against  your $12.06 mi l l ion estate tax exemption 
i f  you are s ingle.  But i f  you’re marr ied and made the gi f t  together,  you each have a $16,000 gi f t - tax 
exclusion, for  a total  of  $32,000, and you have no gi f t - tax concerns other than the requirement to 
f i le a gi f t - tax return that  shows you spl i t  the gi f t .

Contact us today and let’s help your
business grow!

844-455-0500

support@etrendsgroup.com

FOR MORE 
INFORMATION
CONTACT US.


