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(A) Homeowners Energy Efficient Home Improvement Credit

Annual Max

Improvement Credit Rate |Credit Qualifications

Exterior Windows

and Skylights 30% of cost | S 600.00 [Energy Star Most Efficient
$250/door,

Exterior Doors 30% of cost [$500 max Energy Star

Insulation (Incl. Air Int’l Energy Conservation

Sealing) 30% of cost | S 600.00 |Code

Heat Pump, Consortium for Energy

Biomass, Boilers 30% of cost | S  2,000.00 |Efficiency Highest Tier
HVACs, Furnaces,

Water Heater, and Consortium for Energy
Boiler 30% of cost | S 600.00 [Efficiency Highest Tier
Energy Audit 30% of cost | S 150.00 |TBD in regs.

Panel Upgrade 30% of cost | S 600.00 [National Electric Code
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Explore the New Tax Law: From Electric Vehicle Tax Credit to Changes in
Retirement Accounts

By: Rosemary Wang, CPA

Wang Accountancy Corp, Tel: (408)-998-1688

In 2023, the tax policy in the United States has gone through a series of changes. This article focuses on
different areas of taxation and contains four important parts: automatic extension of tax filing for states
affected by the winter storm, key points of the 2022 inflation reduction bill, changes to retirement
accounts in the "Secure Act 2.0" bill, and important new tax regulations for 2023. In the following article,
| will explain the content of these parts.

Tax relief for those affected by the recent winter storms:

Most of California and parts of Alabama and Georgia now have until Oct. 16, 2023 to file various federal
individual and business tax returns and make tax payments, the IRS announced on 2/24/2023.

This includes: Individual income tax returns, originally due on April 18; various business returns, normally
due on March 15 and April 18; and returns of tax-exempt organization, normally due on May 15. Eligible
taxpayers will also have until Oct. 16 to make 2022 contributions to their IRAs and health saving accounts.

The Oct. 16 deadline also applies to the estimated tax payment for the fourth quarter of 2022, and 2023
estimated tax payments, normally due on April 18, June 15 and Sept. 15 of 2023. It also applies to the
quarterly payroll and excise tax returns normally due on Jan. 31, April 30, and July 31 of 2023. Pass-through
entity (PTE) elective tax payments due on March 15, 2023and June 15, 2023 are also extended.

California follows the IRS extended deadlines to file and pay taxes.

The postponement of time to file and pay does not automatically apply to residents and businesses
located in the following 7 counties: Imperial, Kern, Lassen, Modoc, Plumas, Shasta, and Sierra in California.

Highlight of Inflation Reduction Act of 2022 - Effective 8/16/2022

The Act increases taxes on some but decreases taxes on others. It also expands green energy use and
production tax incentives, extends Obamacare health insurance premium cost subsidies, pours more
money into IRS, and enables federal government to negotiate prices with drug companies for Medicare
(and expands Medicaid and CHIP benefits). The following are the most frequently asked by taxpayers:

1. Increase in Research Credit against payroll tax (SS and Medicare)
Effective 1/1/2023, the research and development (R&D) credit available to small business against

payroll tax has doubled from $250,000/year to $500,000/year to offset social security tax and
Medicare tax. Carryover of unused amounts is allowed.



Small business = Less than $5M in revenue and less than 5 years of gross receipts
Form 8974 (computes credit available to quarter) attached to Form 941 (Payroll tax return).

2. Green Energy Incentives — Effective 1/1/2023 - 12/31/2032

A. Homeowners Energy Efficient Home Improvement Credit

Annual Max

Improvement Credit Rate |Credit Qualifications

Exterior Windows

and Skylights 30% of cost | S 600.00 [Energy Star Most Efficient
$250/door,

Exterior Doors 30% of cost  [$500 max Energy Star

Insulation (Incl. Air Int’l Energy Conservation

Sealing) 30% of cost | S 600.00 |Code

Heat Pump, Consortium for Energy

Biomass, Boilers 30% of cost | S  2,000.00 |Efficiency Highest Tier
HVACs, Furnaces,

Water Heater, and Consortium for Energy
Boiler 30% of cost | S 600.00 [Efficiency Highest Tier
Energy Audit 30% of cost | S 150.00 |TBD in regs.

Panel Upgrade 30% of cost | S 600.00 [National Electric Code

Annual limit on credit = $1,200 /year

Must be installed in U.S. and expect improvement to last 5 years. Need only use as a
residence; not required to be principal residence. Beginning in 2025, need manufacturer 1D
number to claim credit.

B. Electric Vehicle (EV) Charger Credit
Credit is available for homes located in either a low-income community or rural area
Credit = Up to $1,000 (Cost of the charger x 30%)

C. Electric Cars — Effective after 8/15/2022

. Electric vehicles must assemble in North America
KIA and Porsche cars lose their credits because not assembled in North America
Whether a vehicle is finally assembled in the U.S. will be traceable by the vehicle’s VIN.

. Purchase price cap (effective 1/1/2023): $80,000 for VAN, SUVs, and Pickups,
$55,000 for passenger cars.

. Credit: $7,500 for EV and plug-in hybrid models.

. Adjusted Gross Income (AGl) limitation (effective 1/1/2023):
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Single $150,000, Head of household $200,000, Married filed jointed $300,000
Beginning in 2024, transfer credit to dealer become downpayment on EV

. For used car (effective 1/1/2023): Credit limit is lesser of $4,000 or 30% of
Purchase price. AGI limitation: single $75,000, Head of household $112,000,
Married filed jointly $150,000

D. Electric Vehicle for business: Purchase after 12/31/2022
No income limit or price caps
$7,500 for vehicles under 14,000 Ibs. and $40,000 for vehicles above 14,000 Ibs.

E. Residential solar panels — Effective 1/1/2022 - 12/31/2034

Year Installed Credit percentage
2021 26%

2022 through 2032 30%

2033 through 26%

2034 through 22%

2035 and later 0%

F. Commercial building solar panels: Effective 1/1/2023 —12/31/2034

. Credit = 30% of cost of solar panel (example: if spend $20,000 on solar panel, credit
of $6,000)

. Depreciation basis: Solar credit reduces depreciation basis by half of the credit
amount (e.g., $20,000 — ($6,000/2) = $17,000)

. Solar panel is 5-year MCAR property and no section 179 deduction available

. Panel system must be new and located in U.S.

. Must hold property 5 years or else face recapture

. Allows taxpayer to sell credits to unrelated party for cash

Highlight of few changes in “Secure Act 2.0”

In December 2022, the president signed the “Secure Act 2.0, which contains the following significant
changes regarding retirement and 529 account:

1. 401(K) catch-up contribution limits

The maximum 401(K), 403(b) and 457 plan contribution is $22,500 in 2023. SIMPLEs is $15,500,
plus $3,500 catch up.

The cap for Traditional and Roth IRSs increases to $6,500 plus $1,000 as a catch-up.

Contributions phase out to Roth IRA was AGI over $228,000 for couples and $153,000 for singles.
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2.

RMD (Required Minimum Distributions)
The age threshold is raised to 73 in 2023. The threshold will jump again to age 75 in 2033.

Participants in 401(K) plan and owners of traditional IRAS MUST START TAKING ANNUAL
REQUIRED MINIMUM DISTRIBUTIONS AFTER REACHING AGE 72 IN 2022.

The penalty for failing to take RMDs in time was equal to 50% of the required amounts. Effective
12/30/2022, the penalty rate is cut in half to 25%.

Beginning in 2024, you don’t have to take lifetime RMDs from Roth 401 (k).
Section 529 accounts

You can roll over up to $35,000 in unused funds in a Section 529 into a Roth IRA without paying
any tax beginning in 2024. But the 529 account must have been open for at least 15 years.

Highlight of new tax law for 2023 tax year

1.

New mileage rates: 65.6 cents per mile
Medical: 22 cents per mile
Charity: 14 cents per mile

Standard deduction: single $13,850, jointly filers $27,700

In 2023 tax year, Individual filers won’t pay any capital gains tax if their taxable income is $44,625
or less. See table below:

Filling status 0% 15% 20%

Single Up to $44,625 44,626 - 492,300 Over 492,300
MF)J Up to $89,250 89,251 - 553,850 Over 553,850
Head of household Up to $59,750 59,751 - 523,050 Over 523,050

Section 1202 small business stock held for more than five years

Section 1202 excluded 50% of capital gains from gross income for stock purchased before
2/18/2009. Excluded 75% for stock purchased between 2/18/2009 and 9/27/2010. Excluded
100% for stock purchased after 9/27/2020. The capital gains that are exempt from tax under this
section are also exempt from the 3.8% net investment income (NIl) tax applied to most
investment income.

The amount of gain exclusion is limited to the greater of $10 million or 10 times the adjusted basis
of the stock sold. The taxable portion of a gain from selling a small business stock may be taxed
at up to a 28% rate.



Small business stock: (1). A domestic C-corporation (2). Originally issued after 8/10/1993 (3) On
the date of stock issue and immediately after, the issuing corporation had $50 million or less in
assets (4) At least 80% of the assets is for the active conduct of qualified businesses.

5. The alternative Minimum Tax (AMT) exemption amount
In 2023, the exemption amount is $81,300 for single and begin to phase out at $578,150.
$126,500 for joint filers and begin to phase out at $1,079,800.

6. Fortax year 2023, the foreign earned income exclusion is $120,000 up from $112,000 for 2022.
7. Estate tax exemption is $12,920,000 for 2023 up from $12,060,000 in 2022.

8. Annual exclusion for gifts increases to $17,000 for 2023 up from $16,000 in 2022.

Wealth taxes (Biden calls them “billionaire minimum taxes) are at the top of the agenda. Wealth taxes
are levied on what you own, not on yourincome. There are 7 states that introduced this tax, which include
California, Connecticut, Hawaii, lllinois, Maryland, New York, and Washington, representing about 60% of
the nations’ wealth.

The introduction of Wealth taxes has sparked widespread attention and debate. Supporters argue that
this type of tax can help alleviate inequality, ensure high net worth individuals fairly contribute to the
social burden, and provide the government with more funding to support public services and social
welfare projects. They believe that taxing high net worth individuals is an effective way to encourage them
to be more actively involved in social contributions and help address social issues.

However, opponents have raised concerns and criticisms about the wealth tax. They believe that the
wealth tax may have a negative impact on entrepreneurs and investors, dampening enthusiasm for
entrepreneurship and investment, and potentially leading to capital outflows and economic recession.
They are concerned that the wealth tax may unfairly treat certain assets such as real estate and stocks,
and may have a detrimental impact on small and medium-sized enterprises and farmers. In addition, the
specific details and collection methods of the wealth tax also face implementation difficulties and
controversy.

Overall, the wealth tax is an important reform that has sparked discussions on tax fairness, economic
effects, and government financial needs. This issue will continue to be a focus of attention in future tax
reforms.

In summary, the 2023 new tax regulations have brought a series of changes for individuals and businesses.
Behind these tax regulations, the government's adjustment of tax policies aims to promote economic
growth, increase tax fairness, and meet public needs. Taxpayers should timely understand and comply
with these new regulations, future changes in tax law may occur at any time. Taxpayers should follow the
dynamics of relevant policies. It is recommended to consult professional tax accountants or CPAs to
minimize tax risks, legally maximize individual and corporate tax reductions, and make long-term planning
for personal and corporate financial decision.
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