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U P D A T E 

Congress passed additional legislation in 
March 2021 to address ongoing impacts of the 
pandemic, as well as implementing other 
changes unrelated to COVID-19 relief. The bill 
is wide-ranging, as would be expected in a 
nearly $2 trillion package, and this article is 
only intended to highlight some key tax-
related provisions including authorization of 
another round of Paycheck Protection (PPP) 
loans that resulted from the previous COVID 
relief legislation signed into law in December 
2020. 

Key Take-Aways for Individuals 

Additional automatic economic impact 
payments of $1,400 for individuals, $2,800 for 
couples, plus $1,400 for each dependent 
claimed on their tax return, not limited to 
qualifying children under 17. Payments are 
reduced for taxpayers with income above 
specified levels. 

The American Rescue Plan Act of 2021 (ARPA) 
suspended the requirement that taxpayers who 
received advance premium tax credits in 
excess of the premium tax credit they qualified 
for must file Form 8962 to calculate the 
repayment amount due. 

The American Rescue Plan waives federal 
income taxes on the first $10,200 of 
unemployment benefits received in 2020. The 
IRS has announced that it will act to refund 
any excess taxes paid on unemployment 
benefits for returns filed prior to the law’s 
enactment in March 2021. 

In addition, the ARPA extends expanded 
unemployment benefits through September 6, 
2021. It maintains the federal supplement at 
$300 per week and provides 53 weeks of 
federal benefits after state benefits end. 

The Child Tax Credit has been expanded 
effective 2021 in the following ways: 

• The credit’s scope has been expanded to 
include children age 17 and younger, 
increased from age 16 and younger.  

• The credit amount has been increased 
from $2,000 per child to $3,600 for 
children under age 6 and $3,000 for other 
children under 18, the credit is subject to 
maximum income phaseouts  

• The credit is now fully refundable. 

• The IRS will make periodic advance 
payments from July 1, to December 31, 
2021, accelerating relief to families. 

Targeted Business Relief 

A second round of forgivable PPP loans “PPP2” 
were authorized by the COVID-19 relief 
package that became law in December 2020. 
PPP2 loans are available to both first-time 
qualified borrowers and businesses that 
previously received PPP loans under certain 
circumstances. The maximum loan amount 
was reduced from $10 million to $2 million.  

The pool of eligible first-time borrowers has 
been expanded to include businesses with 500 
or fewer employees, up from 300 or fewer, 
accommodation and food service businesses 
with fewer than 300 employees per location 
and not-for-profits, including churches. 

PPP2 borrowers must spend no less than 60% 
of funds on payroll over a covered period of 
either 8 or 24 weeks, which are the same 
requirements that applied to the original PPP 
loans. Other eligible expenditures have been 
expanded to include worker protection and 
facility modifications to comply with federal 
safety guidelines, payments to essential 
suppliers and other covered operating costs 
such as IT and accounting. 

The December 2020 legislation also provided 
clarification that expenses paid with forgiven 
PPP loan proceeds are deductible for federal 
tax purposes, which overrides previous IRS 
guidance. States have been addressing 
taxability of forgiven loan proceeds and 
deductibility of related expenses on a state by 
state basis. The open question regarding state 
treatment has necessarily postponed filing of 
business returns in many instances. 

Subsequent legislation passed and signed into 
law in March 2021 extended the PPP2 loan 
application deadline from March 31 to May 31, 
2021. The extension is intended to provide 
relief to applicants that experienced processing 
delays and confusing error codes. 

Another provision in the Consolidated 
Appropriations Act COVID-19 relief package 
was designed to assist the generally hard-hit 
restaurant industry. It provides a temporary 
exception to the 50% limitation of otherwise 
deductible business meals. For amounts paid 
or incurred for food and beverages provided by 
restaurants after December 31, 2020 and 
before January 1, 2023 the deduction is 
increased to 100% of eligible business 
expenses. 

COVID-19 RELIEF LEGISLATIVE UPDATE 

Lise Seedroff 
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TAX BENEFITS OF COST SEGREGATION 

Business and individual taxpayers that acquire nonresidential real property or residential rental 

property have an opportunity to reduce the depreciable lives on assets which are building 

components. Certain assets may qualify for shorter lives and recovery periods under MACRS 

depreciation. The reduction of the asset lives provides accelerated deductions to offset income. 

Many taxpayers mistakenly include the cost of such components in the depreciable basis of the 

building and the cost is recovered over a longer depreciation period.  A nonresidential real 

property is depreciated over a 39-year life and a residential rental property is depreciated over 

27.5-years. Certain building components may qualify for a reduced recovery period over 5-years, 

7-years, or 15-years. 

Some examples of building components include: parking lots, sidewalks, curbs, roads, fences, 

storm sewers, landscaping, signage, lighting, security and fire protection systems, removable 

partitions, removable carpeting and wall tiling, furniture, counters, appliances and machinery 

(including machinery foundations) unrelated to the operation and maintenance of the building, 

and the portion of electrical wiring and plumbing properly allocable to machinery and equipment 

that is unrelated to the operation and maintenance of the building. 

A taxpayer may engage a specialist to conduct a cost segregation study to identify the separately 

depreciable components and their depreciable basis. Ideally, a cost segregation study should be 

conducted prior to the time that a building is placed into service (i.e., when it is under 

construction or at the time of purchase). However, a cost segregation study can be completed 

after a building is placed in service. Even if a detailed cost segregation study is impractical, a 

practitioner should carefully consider whether there are any obvious land improvements and 

personal property components of a building that can be separately depreciated over a shorter 

recovery life. 

The change to the depreciation lives requires either an amended return or an accounting method 

change (if two years after the property is acquired or placed in service). The reporting to the IRS 

includes the change of basis, depreciable lives, and any adjustments for the impact of the 

depreciation acceleration from the date placed in service to the year of the method change. 

Please contact our offices if you would like greater detail or information on how cost segregation 
may apply specifically to your situation and we can work with you to determine your best 
options. 

 
 
                                                                                                                           

Dawn Lopez 
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RECOMMENDED FLORIDA DESTINATIONS 
                                                                                                             Gabriela Monge 

 
One of the reasons my family and I decided to move back to the Tampa area was its great location and weather 

which allows for year-round enjoyment.    Centrally located and within a few hours driving distance to several 

beautiful attractions why leave the great State of Florida with so much to explore nearby?  Although notable 

destinations include Miami and Orlando, these tend to be congested and not what we enjoy. Instead, here are 

some off-the beaten path destinations we have discovered in our short time here. 

Fort DeSoto Park – This great park at the tip of St. Pete, has a little bit for everyone to enjoy.  Miles of 

beautiful beaches, bike paths, fishing, camping facilities and history.  The remains of a military fort 

dating back to the late 1800’s can still be walked through.  For us this had been a great paddle-

boarding destination as there is a great protected area where newbies like us can paddle without 

worrying about boat traffic.  However, with all of that, the best feature of this park is the off-leash dog 

friendly beach!  We have two chocolate lab’s that cannot get enough of the water.  

Bean Point, Anna Maria Island- Facing almost directly across from Fort Desoto is Bean Point.  

Located at the north end of Anna Maria Island, this area is mostly all vacation homes so parking can be 

difficult to find as the town has restrictions on where you are able to park.  Once you grab a spot, beach 

access in between homes is plentiful and well worth the longer walk from the street to the beach and 

you may even spot a gopher tortoise or two on your way there. To end your day, Pine Street is lined 

with stores, ice-cream and eating options.  

Blue Springs State Park - Approximately a 2.5-hour Northeast drive on I-4 will land you near Blue 

Springs State Park.  The biggest attraction to this park is the large number of manatees that can be seen 

here.  The park is well maintained, and you can spend several hours tubing, paddle boarding or 

kayaking.  The crisp 72- degree water temperature is perfect for a hot Florida day. 

St. George Island – On one of our weekend trips to visit our daughter attending college in Tallahassee, 

we decided to explore the closest beach.  A quick google search and we set our destination to St. George 

Island.  The drive itself is beautiful as we passed small towns and a couple of forests as we hugged the 

coastline.  Once there, the island has a small lighthouse you can go into.  Beach access and parking 

were no problem and the water was absolutely beautiful and postcard worthy.  For this trip we also 

took our dogs and they happily enjoyed the water (not off-leash though).  One thing to note with the 

beach here and dogs is the salinity in the water and its recommended that you bring an extra supply of 

water for them since the high salinity could cause them to become severely dehydrated and sick. 

Key Largo- This Florida location has been one of our favorite spots for over 20 years and what keeps us 

going back is the great diving and laid-back feel.  Lucky enough to now be within driving distance, we 

recently took another trip there and it did not disappoint.  With so many dive sites and operators this 

truly is a divers paradise.   Several hotels line the bayside where the water is better for sitting by the 

water.  Marriott’s Playa Largo and Hilton’s Bakers Cay are two beautiful resorts to consider.   
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Virtual currency is a type of unregulated digital currency that is a digital representation of value 

that functions as a medium of exchange, a unit of account, and/or a store of value. Virtual 

currencies are becoming more popular both as a means of exchange and as an investment vehicle. 

A growing number of mainstream businesses are starting to accept virtual currencies. 

The IRS however, views virtual currencies as just another type of property, and not as a currency. 

As such, transactions involving virtual currency are taxed accordingly. Additionally, the IRS has 

made virtual currency an audit priority after determining that many virtual currency transactions 

are not being properly reported for tax purposes. A new question has been added on the tax return 

about engaging in virtual currency transactions, similar to the question on tax returns about 

foreign bank accounts. It is important for taxpayers to understand their tax obligations when 

engaging in virtual currency transactions: 

• Buying property or a service with U.S. dollars is not a taxable transaction to the buyer; however, 
it is a taxable transaction if buying property or a service with virtual currency. 

• Cryptocurrency is a type of virtual currency and Bitcoin is a type of cryptocurrency. 
• No tax reporting is required if a taxpayer only purchases virtual currency. 
• Basis in virtual currency is its fair market value when received. 
• If a taxpayer cannot determine fair market value, they should look to fair market value of 

property or services transferred in exchange. 
• If a taxpayer cannot identify the unit of virtual currency being sold or exchanged, they should 

apply first-in, first-out rules. 
• Documentation is required to be maintained for sales, exchanges, or other dispositions of 

virtual currency, including fair market values at significant dates. 

Rick Vernal 

WHEN IS A CURRENCY NOT TAXED LIKE A CURRENCY? - WHEN IT 
IS A VIRTUAL CURRENCY 
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Per IRS 2021-09, April 2021 

The American Rescue Plan Act of 2021 (ARP) allows small and midsize employers, and certain governmental employers, 
to claim refundable tax credits that reimburse them for the cost of providing paid sick and family leave to their 
employees due to COVID-19, including leave taken by employees to receive or recover from COVID-19 vaccinations. The 
ARP tax credits are available to eligible employers that pay sick and family leave for leave from April 1, 2021, through 
September 30, 2021. 

Here are some basic facts about the employers eligible for the tax credits and how these employers may claim the credit 
for leave paid to employees who take leave to receive or recover from COVID-19 vaccinations. 

Eligible Employers. 

An eligible employer is any business, including a tax-exempt organization, with fewer than 500 employees. An eligible 
employer also includes a governmental employer, other than the federal government and any agency or instrumentality 
of the federal government that is not an organization described in section 501(c)(1) of the Internal Revenue Code. Self-
employed individuals are eligible for similar tax credits. 

Paid sick and family leave for which tax credits can be claimed. 

Eligible employers are entitled to tax credits for wages paid for leave taken by employees who are not able to work or 
telework due to reasons related to COVID-19, including leave taken to receive COVID–19 vaccinations or to recover 
from any injury, disability, illness or condition related to the vaccinations. These tax credits are available for wages paid 
for leave from April 1, 2021, through September 30, 2021. 

The amount of the tax credits and how they are calculated. 

The paid leave credits under the ARP are tax credits against the employer's share of the Medicare tax. The tax credits are 
refundable, which means that the employer is entitled to payment of the full amount of the credits if it exceeds the 
employer's share of the Medicare tax. 

The tax credit for paid sick leave wages is equal to the sick leave wages paid for COVID-19 related reasons for up to two 
weeks (80 hours), limited to $511 per day and $5,110 in the aggregate, at 100 percent of the employee's regular rate of 
pay. The tax credit for paid family leave wages is equal to the family leave wages paid for up to twelve weeks, limited to 
$200 per day and $12,000 in the aggregate, at 2/3rds of the employee's regular rate of pay. The amount of these tax 
credits is increased by allocable health plan expenses and contributions for certain collectively bargained benefits, as 
well as the employer's share of social security and Medicare taxes paid on the wages (up to the respective daily and total 
caps). 

 

Claiming the credit. 

Eligible employers may claim tax credits for sick and family leave paid to employees, including leave taken to receive or 
recover from COVID-19 vaccinations, for leave from April 1, 2021, through September 30, 2021. 

Eligible employers report their total paid sick and family leave wages (plus the eligible health plan expenses and 
collectively bargained contributions and the eligible employer's share of social security and Medicare taxes on the paid 
leave wages) for each quarter on their federal employment tax return, usually Form 941, Employer's Quarterly Federal 
Tax Return . Form 941 is used by most employers to report income tax and social security and Medicare taxes withheld 
from employee wages, as well as the employer's own share of social security and Medicare taxes. 

In anticipation of claiming the credits on the Form 941, eligible employers can keep the federal employment taxes that 
they otherwise would have deposited, including federal income tax withheld from employees, the employees' share of 
social security and Medicare taxes and the eligible employer's share of social security and Medicare taxes with respect to 
all employees up to the amount of credit for which they are eligible. The Form 941 instructions explain how to reflect the 
reduced liabilities for the quarter related to the deposit schedule. 

If an eligible employer does not have enough federal employment taxes set aside for deposit to cover amounts provided 
as paid sick and family leave wages (plus the eligible health plan expenses and collectively bargained contributions and 
the eligible employer's share of social security and Medicare taxes on the paid leave wages), the eligible employer may 
request an advance of the credits by filing Form 7200, Advance Payment of Employer Credits Due to COVID-19. The 
eligible employer will account for the amounts received as an advance when it files its Form 941, Employer's Quarterly 
Federal Tax Return, for the relevant quarter. 

Self-employed individuals may claim comparable tax credits on their individual Form 1040, U.S. Individual Income Tax 
Return.  

Under the American Rescue Plan, employers are entitled to tax credits for providing 
paid leave to employees who take time off related to COVID-19 vaccinations 
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Closing Entries 
ANNIVERSARIES 

The following Dwight Darby & Company employment anniversaries will be occurring this summer. 

Dawn Lopez – 28 years in August 

Christina Winters – 15 years in August 

Gabriela Monge – 1 year in August 

 

This newsletter is published for our clients and other interested persons.  Since this information 

may be of a technical nature, no final decision should be made without first consulting our office. 

INGREDIENTS 

1 REFRIGERATED BOTTLE DRY WHITE WINE 

3 TBSP. GRANULATED SUGAR OR HONEY 

2 TBSP. LIME JUICE 

8 CUPS DICED RAINBOW FRUIT (*SEE BELOW) 

2 OZ. BRANDY (OPTIONAL) 

1/2 CUP CLUB SODA OR GINGER ALE (OPTIONAL) 

 
METHOD 

IN A PITCHER, COMBINE WINE, SUGAR/HONEY, LIME JUICE, AND STIR UNTIL 

COMBINED 

ADD FRUIT TO YOUR PITCHER 

REFRIGERATE FOR 15 MINUTES TO LET THE FLAVORS MELD 


