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I N T E R E S T :  

• More tax changes… 

• Taxes for loaning money 

to family? 

• Marketing for less 

• Call-in times, referrals, 

and more... 

CERTIFIED PUBLIC ACCOUNTANTS 

“You see the numbers, we look for the opportunities.” 

Dedicated to helping our clients keep the money that belongs to them through a focus on tax. 

Tax Changes in the American Rescue Plan 

Congress has passed the latest in many changes to the Tax Code. Although the American Res-
cue Plan is not a “tax bill,” it contains many tax provisions. Some of them are: 
 
Unemployment benefits 
The first $10,200 in unemployment benefits are tax-free retroactive to the first of 2020 for tax-
payers making less than $150,000 per year. 
 
Stimulus payments 
A new round of stimulus payments may already be in your bank account. Individuals should re-
ceive a $1,400 recovery rebate credit ($2,800 for married couples) plus $1,400 for each depend-
ent, including college students and qualifying relatives who are claimed as dependents. As with 
last year’s stimulus payments, this economic impact payment is set up as advance payments of a 
recovery rebate credit. 
 
This round of stimulus payments has very short phaseouts. For single taxpayers, the payments 
phase out with adjusted gross income between $75,000 and $80,000. For married taxpayers who 
file jointly, the phaseout begins at $150,000; for heads of households at $112,500. 
 
Your 2019 tax return will still be used to determine eligibility, unless your 2020 tax return has 
already been filed. (If your income hovers around the phaseout points, there may be some tax 

planning opportunities. Be sure to ask.)    Continued on page 3  

Lending to Family Members and Potential Tax Consequences 
Individuals who are strapped for cash and in a pinch often look to family members for help, 

and rightfully so -- your immediate family has been with you since day one, and to ask a 

friend (even a really good one) for money can be uncomfortable with too much that can go 

wrong. 

 

But, there are a few tax ramifications you should know before cutting a check to those closest 

to you. And if you have any further questions after the following points, please do not hesitate 

to call and ask. 

 

Family Is Informal 

 

Often, transactions between family members are informal and not properly documented (the 

agreements don't have an interest rate or require regular payments). Parents or grandparents 

who offer a loan often won't hold the recipient to a payment schedule (depending on the sever-

ity of one's financial troubles). 

 

But, according to tax rules, sharing within family presents a conundrum. Any family loan 

payment without an interest rate is charged as income to the parent from the child. Therefore, 

the interest is accumulated through that "income" and parents or grandparents are responsible 

to report interest income on their taxes. 

 

It's important to note, in 2019, that parents or grandparents can classify the loan as a "gift" 

up to $15,000. And a married couple can give a total of $30,000.  Continued on page 2  
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This month’s special Member-Only 
call-in times for Lindsey’s Insider’s 

Circle will be 4/26/21 from  
2:00 to 4:00 pm.  

 
To schedule your appointment,  

contact Kristen at (251) 633-4070.  
 

Not a member yet?  
Find out how to become one TODAY! 

Lending to Family Members and Potential Tax Consequences —continued from page 1 

A Formal Agreement 

 

To keep things from getting tricky on the tax side of things, please consider a formal, written agreement when sharing money 

between family members. (I can help answer questions for you on this process.) 

 

In short, the document should include an agreed-upon (IRS-approved) interest rate depending on how long the loan exists --

monthly, quarterly, etc. 

 

The borrower should make these payments on a regular basis. If he or she does not, then the IRS could question if the loan was 

really a loan in the first place and might count the amount as a gift in sum. 

 

Two important rules on imputed interest: 

1. A loan less than $10,000 is tax-exempt -- that small of an amount 

isn't something the IRS will fret over. 

2. However, loans over $10,000 are a little different. Parents or grand-

parents that offer such a larger loan have the ability to report im-

puted interest at a lower federal rate. 

 

A Real Life Example 

 

Take (fictional) Billy and his (fictional) parents: Scott and Karen. 

 

Billy wants to buy a home, and Scott and Karen would like to help him with the down payment. They give Billy $100,000 and 

charge 3.22% interest -- the approved interest rate at the time compounded semiannually. 

 

An option for Billy is to count the loan as a second mortgage on his home. That way, he could potentially deduct imputed inter-

est on his tax return. Scott and Karen's loan to Billy is a nice gesture, but hurts them financially in the long run. They could 

have received investment income on the loan paid to Billy, and now it will reflect on their income taxes through imputed inter-

est. 

 

But, the real problem for this family of three, and your family should a similar situation arise, is when things are not formally 

documented and agreed upon. A quick internet search will provide a loan agreement form, or I can guide you in the process. 

 

The key is over-communication and filing away the information correctly. Nothing in life is guaranteed, and if you write down 

important information within the context of a family loan, then you might prevent problems for others down the line. 

 

Helping family is a good thing. But, even though I'm biased, making sure your taxes are squared away is nearly just as good. ※ 

What I’m Reading... 

 
 
NOW 
Blood Money by Matt Rogers 
 
 
RECENTLY 
The Trident Deception  
by Rick Campbell 
 
Retention Point: The Single Biggest  
Secret to Membership and Subscription Growth for Associations, 
SAAS, Publishers, Digital Access, Subscription Boxes and all Member-
ship and Subscription Businesses  
by Robert Skrob 



• Attorney 
• Roofer 
• Electrician 
• Financial Advisor 
• Monogramming 
• Cultured Marble 
• Mortgage Broker 
• Health & Wellness Products 
• Printer 
• Travel Agent 
• Realtor 
• Banker 
• Home Inspector 
• Executive Leadership Coach 
• Auto/Home/Life Insurance 
• Social Media Expert 
• Air Conditioning Repair 
• Medicare Resource Specialist 
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Tax Changes in the American Rescue Plan—continued from page 1 

Child tax credit 
The child tax credit has been expanded in several ways. The amount of the credit 
has been increased to $3,000 per child ($3,600 for children under 6), you can now 
receive the credit in monthly installments in advance of the return, and the credit 
has been expanded to include 17-year-olds. 
 
The monthly payments for the child credit will be estimated by the IRS and paid in 
one-twelfth increments of the annual credit amount. Payments will be made July 
through December 2021. The IRS must set up a portal to allow taxpayers to opt 
out of advance payments or provide information that would be relevant to modifying that amount. 
 
Earned income tax credit 
Several changes have also been made to the earned income tax credit. There are now special rules for individuals with no children. 
For 2021, the applicable minimum age is increased to 19, except for students (24) and qualified former foster youth or homeless 
youth (18). The maximum age is eliminated. 
 
Child and dependent care credit 
For 2021 only, the child and dependent care credit is refundable. This credit will be worth 50% of eligible expenses. The credit is 
limited to $4,000 for one child and $8,000 for two or more children. The exclusion for employer provided dependent care has been 
increased to $10,500 for 2021. 
 
Student loans 
The discharge of any student loan during the years 2021 through 2025 will not be includable in gross income. ※ 

Block Out Time for Networking 

Advertising costs money. Networking, on the other hand, mostly costs 
time. Although it takes time and sales to make the money you need for 
your advertising, it’s important to consider the time you devote to net-
working as time spent on marketing. It’s part of your marketing budg-
et. You don’t need to spend a lot of money, but you have to devote 
time in order to cultivate the relationships necessary for generating 
referrals. 
 
So, how much time do you need to set aside? Based on several studies 
conducted by BNI over the years, 52 percent of business professionals 
spend four hours or less each week on their networking activities. Ex-
perts like Dr. Ivan Misner (founder of BNI) don’t believe that’s nearly 
enough. In contrast, 27 percent of all business people spend eight 
hours or more each week. In their book, The 29% Solution, the authors, 
Dr. Ivan Misner and Michelle Donovan assert that the 27 percent are 
closer to getting it right. If sales are only a part of your job responsibil-
ity, they write, then eight hours a week seems appropriate. On the oth-
er hand, if sales represent most of your job responsibility, you need to 
be spending much more than eight hours a week on them. Networking 
is ultimately about generating referrals over time for your business. If 
you want to build a referral-based business, and most of your job in-
volves sales, then your networking efforts should represent more than 
half of your time (yes, over twenty hours a week). 
 
Effective networking is not just socializing, nor is it simply attending 

meeting. It’s about building connections and relationships. That takes 

time. Don’t feel guilty about spending time on this activity --- assuming 

that you are truly “working” the 

process. The time and energy 

you spend on these efforts are 

part of your sales and marketing 

program. Set aside the time nec-

essary to be successful. ※ 

Looking for Someone  
You Can Rely On? 

We really believe in the process of referrals, so part of 
the service we provide is to be sure to refer our clients 
and associates to other qualified businesspeople in the 
community. 
 
Below, you’ll find a list of areas in which we know 
very credible, ethical, and outstanding professionals. 
If you’re looking for a professional in a specific area 
we’ve listed, please feel free to contact us. We will be 
glad to put you in touch with the people we know 
who provide these services.  



1050 Hillcrest Road, Suite A 

Mobile, AL 36695 

(251) 633-4070—phone 

(251) 633-4071—fax 

www.CPAMobileAL.com 

If and only to the extent that this publication contains contributions from tax professionals who are subject to the rules of professional conduct set forth in Circular 230, as promulgated by 
the United States Department of the Treasury, the publisher, on behalf, of those contributors, hereby states that any U.S. federal tax advice that is contained in such contributions was not 
intended or written to be used by any taxpayer for the purpose of avoiding penalties that may be imposed on the taxpayer by the Internal Revenue Service, and it cannot be used by any 
taxpayer for such purposes. 

To be removed from our mailing list, call/email us: 
(251) 633-4070 or info@CPAMobileAL.com. 
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What’s New That Affects You? 
Key business provisions 
from the year-end coronavirus relief act 
 
Although the coronavirus (COVID-19) has begun to slow its spread, it 
still affects local communities and global economies. We want to 
make sure you are aware of key tax provisions impacting businesses 
contained in the year-end coronavirus relief legislation, known as the 
Consolidated Appropriations Act, signed into law on December 27, 
2020. 
 

 100% meals and entertainment deduction. The new law con-
tains a tax-favorable change to the deduction for business meals. 
It temporarily allows a 100% business expense deduction for 
meals (rather than 50%) if the expense is for food or beverages 
provided by a restaurant. This provision expires at the end of 
2022. 

 Deductibility of PPP-funded expenses. Many small businesses 
needed support from the Small Business Administration’s 
Paycheck Protection Program (PPP). This program provided 
much needed funds to help certain businesses, self-employed 
workers, and certain nonprofit organizations continue paying 
their workers.  

 
The recent tax law clarifies that any amount received from a PPP 
loan that is forgiven is not considered income for tax purposes. 
Deductions are also allowed for the otherwise deductible expens-
es paid with the proceeds of a forgiven PPP loan. The new law 
opens the program again and allows for certain businesses to re-
ceive a second draw of funds. ※ 

It’s not winter, spring, summer, or fall… it’s tax season. 

“My motto was always to keep swinging. Whether I 
was in a slump or feeling badly or having trouble off 

the field, the only thing to do was keep swinging.” 
 

-Hank Aaron, 
Major League Baseball right fielder,  

former record holder for career home runs 


