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ummer is in full swing and the air conditioners are working overtime. Hopefully you are
finding ways to stay cool while enjoying your outdoor activities. Included in this newsletter
are articles about a new tax trap created by student loan forgiveness, tips to improve your
financial situation and ideas to ensure that you are not sharing too much online. For your
business, there are articles explaining "economic nexus" for sales tax and best practices for setting up
your accounting system. Lastly, there are tips to help you manage your capital gains taxes.

Should you wish to review your situation please feel free to call. Also feel free to forward this newsletter
to someone who may benefit.

Manage Capital Gains Tax Tips

If not tracked and managed properly, capital gains tax can come as a large surprise at tax-filing time. In
fact, many taxpayers don't realize they have a capital gain until they get their 1099 form in January and
see a capital gain distribution. Here's what you need to know.

Understand capital gains and their taxability

Capital gains are recognized when you sell a capital asset for more than your basis in that asset.
Capital assets are typically something of value like your home, a car and other investments. Basis is
typically the original cost of the asset being sold. The difference between the sales price of the asset
and your basis is the amount of the taxable capital gain.

The IRS taxes short-term capital gains for assets owned less than one year as ordinary income up to
37 percent, but taxes long-term capital gains at a maximum 23.8 percent (20 percent plus a potential
3.8 percent net investment tax).

Ways to manage capital gains tax

Hold investments for more than one year. Long-term gains (assets sold more than a
year after acquisition) are taxed at the lower capital gains rate. If you are able to hold
assets for more than a year, you will save tax dollars by avoiding the gain being
classified as ordinary income.
Sell large gains in low-income years. If you expect lower income this year, it might be
a good time to sell some of your capital gain investments. Since the capital gains tax
brackets follow the marginal income tax brackets, if you are in a lower income tax

bracket in a given year you may pay a lower capital gains tax. You can take advantage
of this with both long-term and short-term gains.
Harvest large losses in high-income years. If you have a high-income year you can save
taxes by selling investments that have lost money. Capital losses help reduce your
capital gains with the tax liability calculated on the net amount. Be aware of IRS
netting rules that require you to net long-term losses with long-term gains and shortterm losses with short-term gains. If one results in a net loss and the other a net gain,
they are then netted against each other. If the final amount results in a net loss, the
most you can deduct against ordinary income in one year is $3,000. The excess losses
must then be carried forward to future tax years.
Gift your investments to your kids. You are allowed to gift up to $15,000 per year to
each of your kids ($30,000 per married couple). If you gift appreciated investments to a
child under 19 and they then sell that investment, each child can receive favorable tax
treatment on up to $2,100 from their taxes. Be careful if you go over the annual
exemption. Higher levels of unearned income for children, including capital gains, is
now subject to estate and trust tax rates.
Consider donating property. If you donate appreciated property to a qualified charity
you can deduct the donation as an itemized deduction. Even better, if the property is
owned by you for more than one year, you can deduct the current market value without
being subject to capital gain tax.
Sale of primary residence exclusion. If you sell your home, you may qualify to exclude
$250,000 of the gain from capital gains tax ($500,000 if married filing jointly). In order
to qualify, you need to own the home and have occupied the home as your primary
residence for at least two of the previous five years. The two years do not need to be
simultaneous.
There are many factors that come into play when buying or selling an asset. Just make sure the tax
implications are considered before you make the transaction.

Are you Sharing Too Much Information Online?

In today's digital age, it is impossible to avoid the internet. Even if you don't have a computer and
actively avoid social media, there is information about you in some corner of the web. Here are some
tips to help you manage your digital footprint:

Actively manage your security settings. Every app, social media site and web browser
have multiple layers of privacy and security settings. When you download a new app or
register with a new site, don't simply trust the default settings. Look through the
options yourself to ensure you are comfortable with the level of privacy. One thing to
watch for with apps on your phone is location settings. Some apps will track your
location even when the app isn't running.

Protect your online image. Career search firms now have strategies built entirely around
recruiting through social media. According to LinkedIn, more than 20,000 companies use
their platform to attract new talent. In addition to recruiting, human resource
departments will vet prospective employees by reviewing social media profiles.
What you share and how you portray yourself on social media is extremely important to
your career. Pay attention to what others post about you, as well. If you are
uncomfortable with what they are sharing, have a conversation with them and ask that it
be taken down.
Set boundaries for yourself. According to the Pew Research Center, 74 percent of
Facebook users visit the site on a daily basis. And 51 percent say they visit multiple
times per day. Try to find the balance that allows you to enjoy connecting with others
online, but doesn't negatively impact other parts of your life.
In addition to time spent, draw a bright line between what you consider shareable
versus personal information. If you have these boundaries in mind when on social
media, it will help you think critically before continuing to scroll or posting something.
Know your friends. Having friends is fun. Having the wrong friends can be harmful and
even dangerous. If you receive a friend request from someone you don't know, deny it.
They might simply be trying to increase their friend count, but they could be looking to
access personal data. Review your friends on every platform on a periodic basis, and
don't fret about how many friends you have. Quality is much more important than
quantity.
The best defense of your private information is you. Having a plan and actively managing your online
profiles is the best way to minimize the chance of your personal data falling into the wrong hands.

Student Loan Forgiveness Creates New Tax Trap

There's a new student loan repayment program that forgives some student loan debt if other payments
are made. This new debt forgiveness is creating a tax surprise for the unsuspecting student. Here is
what you need to know.

The debt forgiveness program dilemma

To combat the hardship of high student loan debt, a popular new repayment option is the income-based
repayment plan. These plans limit monthly payment amounts to a percentage of discretionary income.
They also limit the number of repayment years. If your loan is not paid by a pre-determined future date
and you've been making the payments as agreed, the balance of the loan is forgiven.
While the prospect of having a portion of the debt canceled is enticing, it can create an unexpected tax
burden if you are not prepared. Here's why it may be a problem:
Canceled debt is considered taxable income. When a portion of a loan is forgiven,
that amount is considered taxable income in the year in which the debt is cancelled.
While there are exceptions, this is the general tax rule.

A 1099-C is issued to you and the IRS. Upon the forgiveness of the student loan debt,
the loan servicing company will issue a Form 1099-C titled "Cancellation of Debt". A
copy of the form will be delivered to both you and the IRS informing both parties of the
amount of forgiven debt. This amount needs to be included on your Form 1040.
Taxes are due at filing. The entire amount will likely be taxed at the taxpayer's highest
marginal tax rate. This amount is due in its entirety at the annual tax-filing deadline. If
a large amount is due, there may also be additional underpayment fees tacked on by
the IRS.

Some exceptions apply
Before you begin to worry about a surprise tax bill, consider your other options:

Tax-exempt debt forgiveness programs: There are a few programs that consider the
student loan canceled debt tax-exempt. The two most common are for students that
become public service employees and teachers. So when you have canceled debt,
conduct a review to see if your employment complies with the possible tax exclusion.
Insolvency exclusion: The IRS provides a way to exclude a forgiven debt from taxable
income if you can prove you are financially insolvent. The IRS defines "insolvency" as
when a taxpayer's total liabilities exceed his or her total assets. To claim this exclusion,
an additional form is filed with your tax return. Make sure you can back up any claims
you make, because the IRS may request to see proof.
IRS repayment plan: If you have a balance due as a result of the canceled debt and
cannot pay it in full by the deadline, the IRS has payment plans available. There will be
additional penalties, interest and possibly setup fees that will be added to the amount
due. This is not a great option, but it is better than not paying the balance at all.

Even with the additional tax liability that is realized, debt relief is generally a good deal for most.
The hardship comes if you are not prepared for how to handle the tax payment that becomes due.
Before signing an agreement that relieves debt, it makes sense to review your situation to avoid
any surprises on your tax bill.

As always, should you have any questions or concerns regarding your situation please feel free to
call.
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