
  
Rough Waters  

This Tax Season 
 

For our hundreds of clients that experienced a smooth tax season we are 
extremely grateful for our interactions with you and look forward to an even 
better experience next year. However, we want to acknowledge that there 
were clients we didn’t serve in the way we expect to, and we share in your 
frustration.  

Below are areas where we feel we fell short, and what we’re doing to make 
sure next season exceeds your expectations: 

Staffing shortages. The Great Resignation affected tax offices just as much as 
other industries – and maybe more, as tax laws are changing on a whim and 
becoming more complicated. While we were able to hire remote staff to assist 
us, we didn’t have enough preparers in the office to visit with our clients and 
answer your questions.  

We are actively hiring for this upcoming season and expect to have this solved 
for next year. This means more available in-person appointments, improved 
turn-around time on returns, and faster responses to your calls and questions. 

New staff. There were some fresh faces in the office this season, some of 
whom were mid-season additions and learning on the job. I believe we are 
building a great team that cares about our clients and making the process as 
efficient as possible. We are focused on education and training during this off 
season to help all members of our staff be better informed of what we need 
without being burdensome to our clients. 

Software glitches. The software we have come to rely on to prepare returns 
did some quirky things this year that left us spending more time troubleshooting and explaining problems than 
we’d like. Since it is our job to provide timely and accurate returns, we are investing heavily in a different tax 
software solution to avoid these issues.  

There may be some who may choose to find another tax preparer next year. We understand it’s important to 
work with a person or firm who you feel fits your needs. However, we truly hope that you’ll give us another 
opportunity to prove our value, either next season or in a future year. 
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There is some good news:  Documents related to stimulus payments and advanced child tax 

credits will not be required to complete your 2022 return next season. This should be a great 

relief to those who have had to dig up documentation, and for our staff who had to ask you 

to do so. 

 

 

 



Think you have what it takes to become a tax 
preparer? 

 

• Do you like people and enjoy being of service? 

• Are you a good listener? 

• Do you enjoy puzzles? 

• Are you logical? 

• Do you like to learn new things? 

• Are you looking for seasonal work while you can’t play outside? 

 
We are looking for the next generation of tax preparers and have an in-house training program to get 
you up to speed quickly. 
 
Contact our office to apply for one of two scholarships to be awarded for August training. Deadline to 
apply is July 20th! 
 

IRS Penalties and How to Avoid Them 

When it comes to tax penalties the IRS is focused on using “sticks” rather than 
“carrots.” There are no incentives for early filing or payment but there are multiple ways to be penalized for 
not complying with their rules, resulting in one or more of the following penalties: 
 

Failure-to-File, also known as the Late-Filing Penalty 

This penalty is assessed when a return is not filed by the due 
date of the return, including extensions. The penalty is 
usually 5% of the tax owed for each month or part of a 
month up to 25%, with a maximum penalty of the lesser of 
$435 or 100% of the tax owed. 
 

If there is no tax due, no penalty will be assessed. 
 

The best way to avoid this penalty is to file an extension 
prior to the deadline to receive an extra 6 months to file. 
NOTE: An extension does not extend the time to pay the 
taxes due.  
 

Failure-to-Pay, also known as the Late-Payment Penalty 

The IRS assesses a penalty of .5% on the unpaid balance of 
taxes owed, every month, up to a total of 25%. This is in 
addition to interest charges at their current interest rate, 
which increase from 4% to 5% on July 1, 2022. 
 

This is the most commonly assessed penalty and applies 
even if a return is filed timely. If you receive a penalty letter, 
please provide us with a copy and we can help you 
understand what prompted the letter and help you navigate 
resolution of the situation. 

 

ALL TAXPAYERS 

Underpayment of Estimated Tax 

Taxes are pay-as-you-go. This means that you 
need to pay most of your tax during the year, 
as you receive income, rather than paying at 
the end of the year. If you expect to have 
income where taxes are not withheld when 
you receive it, consider making estimated 
payments. W-2 taxpayers are automatically 
complying by having tax withheld from their 
paychecks but can also be assessed an 
underpayment penalty if the taxes withheld 
are not high enough. 
 

The penalty rate for underpayments is also .5% 
of the underpaid amount and is capped at 
25%. They can be avoided by paying 90% of 
the total tax due in the current year or 100% 
of the liability from the previous year. 
 

Penalty Relief 
Fortunately, there are ways to seek relief from 
IRS penalties, including a) reasonable cause,  
b) first-time penalty forgiveness, and 
c) statutory exemption. 
 

ALL TAXPAYERS 

 



 
 

The IRS Wants to Know About Your Crypto 

All taxpayers must answer the question about cryptocurrency – you hear it from us 

every year! 

IRS guidance makes clear that the IRS is interested only in virtual currency 

transactions that result in taxable income (or loss) that must be reported on the taxpayer’s return. 

Answer “yes” if you purchase or sell goods or services with crypto, receive new crypto through mining or 

staking activities, exchange crypto for real money or other crypto, or get new crypto from a hard fork. 

Answer “no” if you only purchased crypto, received it as a gift, or transferred it from one wallet to another. 

If you answered the virtual currency questions wrong on your return, you need to file an amended return only 

if you had taxable virtual currency transactions you did not report. 

 

 

 

Don’t Let Section 179 Recapture Hurt You 
 
Okay, so you took the big Section 179 expensing deduction on 
your vehicle. That’s not the end of it. 
 

In tax law, there’s no free lunch. The Section 179 deduction 
comes with “recapture strings” attached. 
 

The tax law gives you a great up-front break with Section 179 
expensing, but you need to think about your back-end strategy 
to avoid getting the recapture surprise. 
 

When you claim your Section 179 deduction, you make a deal 
with the government to keep your business use above 50 
percent during the “designated” depreciation periods.  
 

If you don’t live up to your agreement, tax law throws out your 
Section 179 deductions. You then redo the deductions using 
depreciation without Section 179. Next you report the 
difference on your tax return, where tax law recaptures the 
excess deductions as taxable income and, if you are self-
employed, adds the self-employment tax.  
 

Your best strategy for Section 179 expensing is to keep the 
asset working in your business until the applicable recovery 
period expires – or better yet, since these are depreciable 
assets, until the asset dies. Then sell or destroy the asset – 
which ever gives you the best after-tax monetary results. 
 

ALL TAXPAYERS 

BUSINESS 

CONSIDERATIONS 

 

Retirement. Are you going to retire? Will 
retirement bring your business use to 
zero? 

 

Children. Do your children drive your 
business vehicle(s)? Will their driving bring 
your business use to 50 percent or less? 

 

Spouse. Does your spouse drive your 
business vehicle for personal purposes? 
Will your spouse’s mileage drop your 
business use to 50 percent or less? 

 

Personal use. Are you converting Section 
179 assets, such as a vehicle, to personal 
use? Does the conversion to personal use 
occur during the recapture period? 

 

You need to consider recapture when 
doing your tax planning. There are times 
when you might want the deduction earlier 
and don’t care about recapture later. The 
one thing you don’t want is a surprise. 



 
 
 
 

IRS Increases Mileage Rate  
for Remainder of 2022 
 
It will be important to keep 
mileage logs up to date for 
each half of the year in order 
to take advantage of the  
new rate. 
 
 
 
 

DISCLAIMER 

Material presented in this newsletter is intended for information purposes only. It is not intended as professional advice and should 
not be construed as such. The U.S. Treasury Department requires us to inform you that any information obtained from this 
newsletter is not intended or written to be used, and cannot be used by any taxpayer for the purpose of avoiding any penalties that 
may be imposed under the Internal Revenue Code. Advice from Veritas Tax Solutions relating to Federal tax matters, may not be 
used in promoting, marketing or recommending any entity, investment plan or arrangement to any taxpayer. 
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BUSINESS & ITEMIZERS 

PURPOSE & RATES 

Business Mileage  
58.5 (Jan 1-Jun 30) 
62.5 (Jul 1-Dec 31) 

Medical/Moving 

18 (Jan 1-Jun 30) 
22 (Jul 1-Dec 31) 

Charitable Mileage 

14 (Jan1-Jun 30) 
14 (Jul 1-Dec 31) 

 
 


