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HOW SMALL BUSINESS
STOCK SALES ARE TAXED

Selling small business stock can have significant tax implications,
depending on several factors, such as the holding period, the nature of
the business, and the type of stock sold.

CAPITAL GAINS

The tax rate for selling small business
stock depends on whether it's a
long-term or short-term capital gain. If
you've held the stock for more than a
year before selling, any gain will be
taxed at the long-term capital gains
rate, which is generally lower than the
ordinary income tax rate. If held for a
year or less, the gain is considered
short-term and will be taxed at your
ordinary income tax rate.

In certain situations, losses from
selling small business stock can be
used to offset other capital gains. You
can offset up to $3,000 of other income
if your losses exceed your gains. Any
remaining losses can be carried
forward to future years.

QUALIFIED STOCK

Section 1202 of the Internal Revenue
Code provides a potential exclusion for
gains from certain small business
stock. If the stock is a Qualified Small
Business Stock (QSBS) you might be
able to exclude up to 100% of your
capital gains from federal tax, subject
to certain limitations. However, this
rule only applies if you've held the
stock for at least five years.

NET INVESTMENT INCOME TAX
Another tax implication is the Net
Investment Income Tax (NIIT). If your
modified adjusted gross income
exceeds a certain threshold, you may
be subject to an additional 3.8% tax on
any net gain from the disposition of
your stock.

BUSINESS SALE

If the business is sold instead of just
some of the stock, the transaction
could have different tax implications,
depending on whether it's structured
as an asset sale or a stock sale. Tax
consequences can be complex and vary
significantly.

Speak with your tax professional when
selling small business stock.
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REVISIT YOUR
FORM W4

Don't wait until December to
review your Form W4. By then,
it's too late to make changes
for 2023.

Compare your 2022 tax return
with your current financial
situation, including changes in
income, marital status, or the
addition of dependents. These
factors can significantly impact
the amount you should withhold.

Next, use the IRS Tax
Withholding Estimator
https://www.irs.gov/individuals/
tax-withholding-estimator to
calculate the right amount to
withhold. This tool considers
your income, dependents,
filing status, and estimated
deductions and credits.

After using the estimator, if
you find that you're not
withholding enough, you can
adjust your W-4. Fill out a new
form and submit it to your
employer. You can do this
annually.



CLIENT

PROFILE

Paula received a voicemail
from an IRS employee
asking for a call back on a
toll-free number. She is
current on her tax filing
requirements and doesn’t
owe any back taxes. So,
she’s confused about why
the IRS would contact her.

Paula is justified in being
concerned. The IRS does not
initiate contact with taxpayers
by phone, email, text
messages, or social media
channels. Official IRS
correspondence is sent
through the US Postal Service.
The letter provides detailed
information regarding tax
issues such as notices about
discrepancies, bills for unpaid
taxes, or requests for
additional information.

Sometimes, the IRS may call
taxpayers, but this is not
common and usually follows
an initial letter. During these
calls, representatives never
demand immediate payment or
ask for credit card information
over the phone.

Paula should call the IRS
directly at 1-800-829-1040,
not on the number left in the
voicemail.

Client Profile is based on a
hypothetical situation. The solutions
discussed may or may not be
appropriate for you.

NEW FAFSA RULES

The Free Application for Federal Student Aid (FAFSA) was revised to
streamline the application process and alter eligibility formulas.

WHAT’S NEW

The changes took effect in July for the
2024-25 academic year and include a
shift from the Expected Family
Contribution to the new Student Aid
Index (SAI) and a reduction in the
number of application questions from
100 to roughly 40.

HIGHER COSTS
Some families could pay more tuition,
particularly households earning under

$70,000 with multiple children in college,

as the sibling discount is removed
under the new aid calculation formula.

OTHER CHANGES

Financial aid eligibility will change
based on the family's financial
circumstances, where they attend
college, and how many siblings are
also in college.

The SAI will also influence students’
Pell Grant eligibility and the amount of
additional institutional aid that schools
can provide. Grants do not have to be
repaid, unlike loans.

And for divorced families, the parent
who needs to complete the FAFSA
changes from the custodial parent to
the one who provides the most
financial support.

COST OF COLLEGE
(2011 compared to 2021)

Average tuition and fees of degree-granting institutions for first-time,
full time undergraduate students, by level and control of institution.
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DOCUMENTS REQUIRED
FOR A BUSINESS SALE

While preparing to sell your business you'll need to create these key

documents for any potential buyer.

FINANCIAL RECORDS

These include income statements,
balance sheets, and cash flow
statements for the past three to five
years. Additionally, you'll need tax
returns and bank statements.

BUSINESS PLAN

The business plan provides an
overview of the business, its
strategies, and its market position.

LIST OF ASSETS

This document details all physical
assets including equipment,
inventory, real estate, and intangible
assets such as patents, copyrights,
and trademarks. Include purchase
date, cost, and current value.

LEASES AND CONTRACTS

Copies of all current leases for
premises, equipment, and vehicles and
contracts with suppliers, customers,
and employees should be compiled.

LEGAL DOCUMENTS

This includes the articles of
incorporation for corporations or
articles of organization for LLCs,
partnership agreements, and any
licenses and permits required to
operate the business.

CREATING A PTO POLICY

Creating a Paid Time Off (PTO) policy is essential to a company's
benefits package. As an employer, you have the flexibility to design a

policy that suits your business and meets the needs of your employees.

LEGALLY SPEAKING

Ensure your policy adheres to
applicable laws. Some states
mandate specific types of paid
leave, such as sick leave.

CHOOSE TYPES

Decide the types of leave to include,
such as vacation, personal days,
and sick leave. Some companies opt
for a "bank” system where all kinds
of leave are lumped together, giving
employees more flexibility.

DEFINITIONS MATTER

Your policy should define how PTO
is accrued. Is it based on hours
worked or a set amount per year?
Will unused PTO roll over to the
next year?

— What's the
difference between
high-yield savings
and money market
accounts?

High-yield savings and
money market accounts
offer higher interest
rates compared to
traditional savings
accounts.

A high-yield savings
account is best for funds
you don't need to access
frequently. There might
be limits on the number
of transactions allowed
per month. You can find
this account at banks.

Money market accounts
often come with
check-writing privileges
and debit cards, offering
more liquidity. However,
they may require higher
minimum balances to
avoid fees and some
money market
investments are not
FDIC insured.

These accounts are a
good place to park cash
or an emergency fund.
Place long-term
investments in vehicles
that generally offer
higher rates of return.
Wherever you put your
money, check the financial
health of the institution.

You must also outline how PTO
reqguests should be made and
approved, ensuring fairness and
transparency.

COMMUNICATION

Finally, communicate the policy to
your employees. A well-structured
PTO policy can enhance employee
satisfaction, productivity, and
retention. Review and adjust the
policy periodically to keep it
relevant and effective.



SUBSTANTIATING NONCASH

-
CHARITABLE DEDUCTIONS ﬂvﬁ

Noncash charitable deductions allow taxpayers to deduct the fair market value of donated items on their
tax returns. These steps can help ensure your charitable deductions are adequately substantiated and
accepted by the IRS.

RECEIPTS EVERY TIME HIGHER VALUE ITEMS GET AN APPRAISAL

Regardless of the value, you should If the value of your noncash If you're donating an item or a

have a receipt from the charity for donations is over $500 for the tax group of similar items worth more
any noncash donation. This year, you must also include IRS than $5,000, you'll generally need a
document should include the Form 8283 with your tax return. For qualified appraisal of the item's fair
charity’'s name, the date and each item or group of similar items market value, and you must also
location of the contribution, and a valued over $500, you must provide complete Section B of Form 8283.
reasonably detailed description of additional details including when There are exceptions for publicly
the donated property. Consider you acquired the item and its traded securities, vehicles, and
taking photos of donated items to original cost. intellectual property.

document their condition.

The general information provided in this publication is not intended to be nor should it be treated as tax, legal, investment, accounting, or other professional advice. Before
making any decision or taking any action, you should consult a qualified professional advisor who has been provided with all pertinent facts relevant to your particular
situation. Great care has been taken to ensure the accuracy of the contents of this newsletter at press time; however, tax law and IRS guidance can change circumstances
suddenly. Whole or partial reproduction of this publication is strictly forbidden without the written permission of the publisher. © LTM Marketing Specialists LLC, 2023
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