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SALES TAX UPDATE 

In the aftermath of the U.S. Supreme Court’s landmark decision in South 
Dakota v. Wayfair, Inc. on June 21, 2018, which overturned the decades-
old physical presence standard for sales & use tax nexus, the states have 
moved quickly to enact new filing requirements similar to those instigated 
by South Dakota, which require “remote sellers” who engage in more than 
200 or more separate transactions or exceed $100,000 of annual sales in 
the state to register and collect sales & use tax. A remote seller is any 
business that sells products or services to customers in a state using the 
internet, mail order, or telephone without having physical presence in 
that state. Currently, all the states that impose sales & use taxes plus the 
District of Columbia have imposed economic nexus thresholds for remote 
sellers with the exceptions of Florida and Missouri. 
 
The most common type of threshold being used by the states is $100,000 
or more of sales or 200 or more separate sales transactions on an annual 
basis. However, we are already seeing states moving away from 
thresholds that include sales transaction counts. The larger states like 
California, New York and Texas are imposing much larger sales-dollar 
thresholds. Recently, the State of Kansas has enacted a policy that does 
not have any sales dollar or transaction thresholds, whereby all remote 
sellers would be required to register and collect tax on sales to customers 
in Kansas. 
 
To further complicate the matter, what constitutes “sales” is not uniform 
across the states. Some state thresholds are based on gross sales, while 
others are based on taxable or retail sales. Sales for resale and other types 
of exempt sales may or may not be included in sales thresholds as well. In 
addition, these filing thresholds have different effective dates which need 
to be considered, with some going into effect as far back as July 1, 2018.  
The lookback period for determining whether your sales exceed the 
threshold also differs on a state-to-state basis, with the most common 
being prior-year or current-year sales.  These dates are important because 
states have different registration timeframes based on when your sales 
exceeded their threshold. 
 
Unfortunately, there are no uniform guidelines that apply across all the 
states, and states have already been modifying or updating their sales 
thresholds, causing further confusion.  Click here to view our state-by-
state recap of the impact of the Wayfair decision on remote sellers. 
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QBI AND SAFE-HARBOR 
FOR REAL ESTATE 
RENTALS 

If you have rental real estate, 
you may be able to elect the 
qualified business income 
deduction safe-harbor. Under 
this new election, a rental real 
estate enterprise can be treated 
as a single trade or business if it 
satisfies the requirements. It is 
important to note that this 
determination must be made 
annually. 

In order to qualify for the safe-
harbor election, you must satisfy 
all of the following 
requirements:  

1. You must maintain separate 
books and records that 
reflect the income and 
expenses for each enterprise. 

2. If the enterprise has been in 
business for less than four 
years, you must perform 250 
or more hours of rental 
services per year. If in 
existence for at least four 
years, you must have 
performed 250 or more 
hours of rental services in 
three of the last five 
consecutive years. It is 
important to note that the 
services can be performed by 
an agent, employee or 
independent contractor in 
lieu of the owner. 

3. You must maintain detailed 
records of time reports, logs, 
etc., for all hours of services 
performed, a description of 
the services and the dates the 
services were performed. 

4. You must include a 
statement with your filed 
return that includes a 
description of the rental real 
estate properties that are 
included in the enterprise, 
any properties acquired or 
disposed of during the year 
and a representation that all 
requirements have been 
satisfied. 

 
By Jenny M. Willis 
Supervising Senior Accountant 
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We recommend that businesses review their sales activities across the United 
States to determine potential sales & use tax filing requirements in light of the 
change from physical to economic nexus. As these changes are still relatively 
new and ongoing, now is the time to correct any previous missteps to avoid 
interest and penalties from compounding on potential tax liabilities. In 
addition, any business that is not clear about their sales & use tax filing 
requirements should invest time to learn about their responsibilities. Our state 
and local tax team has been tracking these developments and assisting other 
businesses with determining their sales & use tax filing requirements and can 
assist you with your multistate compliance issues as well.  
 

By Michele Loretto, CPA 
Tax Manager 

President Trump recently announced that he and the First Lady have filed a 
“declaration of domicile” changing their primary residence from Manhattan to 
Palm Beach, Florida. But is it really that simple? Changing your residency 
from one state to another can be a long and difficult process and the burden of 
proof is placed upon the taxpayer to provide documentation supporting their 
residency status claim. New York State is known to be aggressive when it 
comes to challenging high-income earners looking to move their income out 
of their taxing jurisdiction. The NYS Tax Department devotes a significant 
amount of resources to this particular area and going through a residency 
audit can be extremely complex, time-consuming and costly. 
 
For those individuals who reside in New York, the question of residency is 
straightforward. But for other individuals who live outside of New York for 
part of the year and still maintain a permanent place of abode in 
New York State, residency can be unclear. Why does it matter? Residents of 
New York are subject to personal income tax on all of their income, whereas 
nonresidents only pay tax on New York source income. It is important to 
understand the basic rules that are applied in determining residency status. 
New York State is looking to determine if a taxpayer is either domiciled in the 
state or is a “statutory resident.” 

Domicile 

There are five primary factors used to determine where the taxpayer’s 
domicile is located: 

 Home – use of New York residence as compared to a non-New York 
residence. 

 Active business involvement – where an individual’s economic and 
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financial activities are located. 

 Time – how and where the individual spends time during the year. 

 Near and Dear – location of individual’s possessions, especially those 
items of monetary or sentimental value. 

 Family – location of spouse and minor children and where children attend 
school. 

Statutory Resident 

An individual may be considered a statutory resident if they maintain a 
permanent place of abode in New York and spend more than 183 days in the 
state during any given tax year. What seems like relatively straightforward 
criteria can become extremely complicated when counting the number of days 
spent within New York. Any part of a day spent in New York is considered a 
day for the purposes of this test with few exceptions. The burden of proof rests 
on the taxpayer and any undocumented days are counted as New York days. 
Any individual that maintains more than one residence across states should 
keep adequate records that substantiate their daily whereabouts throughout 
the tax year in the event of a residency audit. Documents that substantiate 
location include: bank and credit card statements, cell phone usage records, 
flight and travel records, personal diary or calendar and EZ-Pass statements. 
 
Other relocation steps that are recommended: 
 
 Purchase a home or lease an apartment in new state. 

 Move as much personal property as possible to your new home. 

 Open a safe deposit box in the new state and transfer valuables and 
important papers. 

 Register to vote in the new state. 

 Change your mailing address with all banks. 

 File a change of address form with the Post Office and the IRS. 

 Obtain a driver’s license and change vehicle registration to new state. 

 Execute a new will under the laws of the new state. 

 Join local organizations and clubs in the new state. 

 Establish relationships with physicians and dentists in new state. 

 File a declaration of domicile in the new state, if offered. 

 File resident income tax returns in the new state. 

Although it is important that a taxpayer perform these steps, no one step will 
automatically guarantee success in changing domicile for tax purposes, but 
rather assist in backing up their new residency position. 
 

By Melissa S. Howell, CPA 
Senior Tax Manager 
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ADJUSTMENTS TO 
TAX WITHHOLDINGS 

When you filed your 2018 tax 
return, were you surprised by a 
smaller tax refund or even a 
balance due? You are not alone. 
After the implementation of tax 
reform, employers began to 
withhold federal income tax 
based upon updated IRS tables 
resulting in less tax and larger 
paychecks. It was left to each 
individual taxpayer to review 
and adjust their federal tax with-
holdings as needed. Many tax-
payers did not anticipate the 
impact that tax reform would 
have on their withholdings and 
the cumulative impact on their 
tax return. 

Tax reform not only brought 
about changes to the income tax 
withholding tables, but also 
affected many taxpayers by re-
ducing their personal exemp-
tions once claimed on 
Form 1040 to zero, making  
the withholding allowances you 
once chose on your Form W-4 
meaningless. 

So, what can be done to pre-
pare for the coming new year? 
The long-awaited Form W-4 has 
finally been redesigned and is in 
the final stages to be released by 
the IRS. This form can be used 
to calculate and adjust your 
federal tax withholdings. The 
updated form will walk you 
through different scenarios in-
cluding multiple jobs and child 
tax credits among other income 
and deduction adjustments.  
 

 

By Jenny M. Willis 
Supervising Senior  
Accountant 
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AFFORDABLE CARE 
ACT UPDATE — 
IMPORTANT 2020 
DEADINES & NEW 
STATE MANDATES 

Tronconi Segarra & Associates’ 
Affordable Care Act Team is once 
again ready and able to assist 
with the reporting associated  
with the Employer Mandate of 
the ACA. Employers should know 
that certain sections of the ACA 
laws are still in force, including 
the reporting requirements for 
certain employers. The Individual 
Health Care Mandate is still in 
effect, but the penalty for 
individuals not having health 
insurance was repealed by 
Congress, effective January 1, 
2019. The Employer Mandate, 
however, still applies to 
employers with 50 or more full-
time employees (including full-
time equivalents). Groups of this 
size are subject to the 1094/1095 
reporting requirements, whether 
fully-insured or self-insured. 
Employers who were subject to 
the employer mandate during 
2019 must furnish Form 1095 to 
their full-time employees no later 
than January 31, 2020, unless an 
extension of the deadline is 
announced. These employers are 
also required to file the applicable 
forms with the IRS no later than 
February 28, 2020 (if prepared 
and filed manually) or by 
March 31, 2020 (if prepared and 
filed electronically). 

While certain sections of the 
Federal ACA laws discontinue, a 
number of states now have 
individual mandates to help 
control healthcare costs. 
Currently New Jersey and the 
District of Columbia enacted state
-level ACA reporting. These are 
new requirements for employers 
on top of existing federal 
reporting responsibilities. This is 
important to your business if you 
are New Jersey based or had 
employees in New Jersey in 2019. 
The reporting requirements for 
the District of Columbia take 
effect in 2021. Additional states 
are expected to enact individual 
mandates in the near future 
include Vermont, California and 
Rhode Island. 

Tronconi Segarra & Associates’ 
ACA Team is ready to handle your 
2019 reporting needs!  
 
By Lisa A. Mrkall, MBA, CPA 
Senior Tax Manager 

11 WAYS “TSheets” WILL HELP YOUR  
BUSINESS SUCCEED! 

TSheets is one of the highest-rated time-tracking apps that interfaces with 
QuickBooks Online (QBO). Interested in saving time and money? Here’s how 
TSheets can help make your QBO even more powerful: 

1. Save Time and Money — On average, businesses using TSheets lower 
their payroll costs by 6%, cut the time it takes to run payroll by 3 hours 
and increase the billable time on their invoices by 11%. 

2. Stay Compliant — Under U.S. law, business owners are required to track 
time for all nonexempt employees and keep those records for 2 years. 
TSheets keeps them forever. 

3. Stop Time Theft — 50% of employees admit to adding unworked time to 
their timesheets, costing U.S. businesses billions of dollars  
per year. 

4. Eliminate Buddy Punching — 16% of employees admit to clocking in 
their coworkers when they are running late; costing U.S. businesses mil-
lions of dollars per year. 

5. Proactively Manage Overtime — U.S. law states even unauthorized 
overtime must be paid. The best way to avoid a costly surprise each pay 
period is to use a time-tracking system with overtime alerts. 

6. Reduce Errors — 68% of employees who use paper time cards regularly 
get their hours wrong. 

7. Use the Crew App — 18% of employees rely on a manager to track their 
time for them. 

8. Get the Insight You Need — Labor costs are the largest line item on 
most profit-and-loss statements. This is why three-quarters of employees 
track time against jobs, clients and locations. 

9. Improve Efficiency — 38% of US businesses still use manual processes 
like paper time cards and spreadsheets to track employee time. TSheets is 
accurate to the second. 

10. Use GPS — Employees feel safer and more accountable. They know they 
will be paid what they’re owed. And privacy isn’t their #1 concern. It’s data 
and battery drain. 

11. Everyone Needs TSheets — 84% of employees who track time are 
hourly. The other 16% are salaried. But all employees should be tracking 
their time to make every minute count! 

 

By Anne Cordero 
General Ledger Specialist 
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CRYPTOCURRENCY TAX GUIDANCE UPDATE 

Cryptocurrency is a virtual currency that is a digital representation of value, that functions like “real” currency, but 
does not have legal tender status by any government.  Virtual currency is held in a secure, digital wallet. Virtual 
currency can be exchanged into U.S. dollars and other real currencies or other virtual currencies.  Many cryptocur-
rencies are traded on a crypto exchange, such as Coinbase. There are over 1,500 different types of cryptocurrencies 
to date, with Bitcoin and Ethereum being two of the more popular cryptocurrencies.   
 
As cryptocurrencies are being utilized more and more, they have made their way onto the radar of the Internal 
Revenue Service (IRS).  In 2018, the IRS had a Virtual Currency Compliance campaign to help address tax compli-
ance issues.  In 2019, the IRS sent educational letters to at least 10,000 taxpayers to remind them about properly 
reporting their cryptocurrency transactions.   
 
To also help with compliance efforts, the most recently released draft of Schedule 1 to Form 1040 for 2019 includes 
a new question, “At any time during 2019, did you receive, sell, send, exchange or otherwise acquire any financial 
interest in any virtual currency?”   
 
And, in October 2019, the IRS released Revenue Ruling 2019-24, which provides new guidance on cryptocurren-
cies.  This was the first cryptocurrency guidance issued in five years.  This new guidance addresses specific ques-
tions regarding initial receipt of cryptocurrency and related tax reporting obligations.  Additional guidance was 
also issued in October 2019 in the form of frequently asked questions for those who hold cryptocurrency as a capi-
tal asset.  Based on how cryptocurrency was obtained or used, transactions could result in either ordinary income 
or capital gain income. Generally, if you have cryptocurrency transactions that include selling cryptocurrency, 
whether mined personally or bought from a third party, or using cryptocurrency to buy goods or services, you have 
a tax reporting obligation.   
 
If you have any transactions with cryptocurrency, you must maintain records sufficient to support how you ob-
tained the cryptocurrency, what was paid or used to obtain it, and proceeds received from selling it (this includes 
using it to purchase goods or services).  And, if you don’t properly report taxable income from cryptocurrency 
transactions on your tax returns, you could be liable for paying additional taxes, penalties and interest. And in cer-
tain cases, if the amount is significant enough, you could be subject to criminal prosecution. 
 
If you have any questions relating to tax reporting of cryptocurrency transactions, Tronconi Segarra’s team of tax 
professionals are here to answer your questions! 
 
By Diane M. Straka, CPA 
Partner 

CONGRATULATIONS! 
Congratulations to Anne Marie Niedzialowski, a 12-year 
associate with Tronconi Segarra & Associates, who has 
achieved the designation of Advanced Certified QuickBooks 
Online ProAdvisor. Anne Marie is a valued member of our  
team of General Ledger Specialists, and we applaud her 
dedication to building her skills for the benefit of our clients.  

WELCOME! 
A warm welcome to our new colleagues in Lockport. On 
October 1, 2019, Tronconi Segarra & Associates merged  
with the Lockport CPA practice of Scott A. Cain along with  
6 of his associates, forming the new Lockport office of  
Tronconi Segarra & Associates. Scott and his team look  
forward to introducing their clients to a wider range of services 
and opportunities now that they are part of Tronconi Segarra  
& Associates.  
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PAYROLL TAX REMINDERS 
 
 
New for 2020:  NY Wage Reporting Requirements 

Changes were made to the reporting requirements for all employers, beginning with  
the fourth-quarter return NYS-45 for 2019, which is due January 31, 2020. The fourth 
quarter is no longer a cumulative total for the year. The fourth-quarter amounts reported 
are only applicable to the amounts paid and withheld in the fourth quarter. Prior to this 
change, cumulative annual amounts for gross wages and tax withheld were reported on 
the fourth-quarter return. 
 
Reminders for 2019: 
 
NYS PAID FAMILY LEAVE: 

In 2019, eligible employees can take up to 10 weeks of paid family leave. Employees 
taking paid family leave will receive 55% of their average weekly wage, up to a cap of 55% 
of the current statewide average weekly wage of $1,357.11. The maximum weekly benefit 
for 2019 is $746.41. 
 
In 2019, the contribution is 0.153% of an employee’s gross wages each pay period.  
The maximum annual contribution is $107.97. Employees earning less than the current 
Statewide Average Weekly Wages of $1,357.11 will contribute less than the annual cap of 
$107.97, consistent with their actual wages. 
 
For 2020, the contribution increases to .270% of employee’s gross wages, capped at  
an annual maximum of $196.72.  Additional details available on the NYS website at: 
https://paidfamilyleave.ny.gov. 
 
Overtime Rules for Exempt Employees: 

New York State salary thresholds for exempt employees are as follows. Administrative 
and executive employees, located outside of New York City and downstate counties,  
must earn $832 per week to be exempt from overtime pay. The exempt salary provisions 
provide scheduled annual increases for New York employees. Effective December 31, 
2019 this rate increases to $885 per week. Note that different rates apply to NYC  
and downstate areas. More information can be found at: 
https://labor.ny.gov/legal/counsel/pdf/administrative-employee-overtime-exemption-
frequently-asked-questions.pdf. 
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Due Dates for W-2s: 

The due date for filing 2019 Forms W-2 and W-3 with the Social Security Administration 
(SSA) is January 31, 2020. This is the same date that W-2 forms are due to the employees. 
Extensions of time to file Form W-2 with the SSA can be obtained by filing Form 8809. 
However, the IRS will only grant this extension in extraordinary circumstances or catastrophe. 
 
The IRS has also increased penalty amounts for failing to file and furnish correct W-2 forms 
by the due date. Instructions for Forms W-2 and W-3 are available on the IRS website at: 
www.irs.gov/pub/irs-pdf/iw2w3.pdf. 
 
Affordable Care Act Reporting Requirements: 

The Affordable Care Act reporting requirements remain in effect for 2019. Applicable Large 
Employers (ALEs) – those with 50 or more full-time employees – are required to provide 
information to the IRS and to their full-time employees on health plan coverage the employer 
did or did not offer to employees during 2019. ALEs are required to provide Form 1095 to 
their employees no later than January 31, 2020 and to the IRS by February 28, 2020 (if filed 
manually) or by March 31, 2020 (if filed electronically). Tronconi Segarra & Associates is 
offering this compliance service on a per-form fee basis for ALEs. If you are in need of a 
solution for this compliance requirement or would like to obtain a quote, please contact our 
office. 
 
Additional Reminders: 

 It is very important to NOT IGNORE any information received from your payroll processing 
company regarding year-end processing. This will help them to prepare complete and 
accurate W-2s for your employees. It is costly to prepare the W-2 and year-end reports  
a second time. 

 When preparing 2019 W-2 forms, or providing your payroll company with W-2 
information, be sure to include all the taxable income and benefits an employee earns. 
Examples are: 

 Personal use of a company vehicle. 

 Health insurance and dental and long-term care premiums paid on behalf of a greater 
than 2% S-corporation shareholder (exempt for FICA and FUTA). 

 PS-58 cost for group term life insurance benefits in excess of $50,000. 

 Dependent care benefits. 

 Employee pension information. 
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 Be sure to include disability income (third-party sick pay) an employee earns. It is 

important to report this information to your payroll processing company before year end 
to be included in fourth-quarter reports and W-2s. 

 FICA (Social Security) withholdings rates remain unchanged at 7.65%, comprised of 6.2% 
for Social Security and 1.45% for Medicare. The employer is required to contribute a 
matching amount when making the tax deposit. The self-employed rate also remains at 
15.3%, comprised of 12.4% Social Security and 2.9% Medicare. The maximum amount  
of taxable annual earnings subject to the Social Security tax and self-employment tax is 
$132,900 for 2019, increasing to $137,700 for 2020. All earnings are subject to the 
Medicare tax. 

 Additional Medicare Tax: Employees are also subject to a 0.9% additional Medicare tax on 
all wages and self-employment income in excess of $200,000. 

 The minimum-wage rate for New York State employees, outside of NYC and Long Island, 
for 2019 is $11.10 per hour, increasing to $11.80 per hour on December 31, 2019. 

 Minimum wage for tipped food-services workers is $7.50 per hour if they earn $3.60 per 
hour in tips. The rate increases to $7.85 per hour on December 31, 2019 assuming the 
employee’s tips increase to $3.95 per hour. 

 Overtime for tipped workers is calculated at time-and-one-half the minimum wage rate, 
less the applicable tip credit. For example, the overtime rate for tipped food services 
workers is $13.05 [($11.10 x 1.5) – $3.60] per hour, increasing to $13.75 [($11.80 x 1.5)  
– $3.95] per hour on December 31, 2019. 

 Minimum wage for fast-food employees, outside of New York City, is $12.75 per hour, 
increasing to $13.75 per hour on December 31, 2019. 

 More information on New York minimum wage rates can be found at:  
https://labor.ny.gov/workerprotection/laborstandards/workprot/minwage.shtm 

 The amount that can be deducted per week for disability insurance remains at .005% of 
gross wages with a maximum of $.60 per week. 

 The Federal unemployment base wage will remain at $7,000 for taxable wages. The 
federal unemployment rate is .006%. New York is not expected to have an additional credit 
reduction rate for 2019. 

 The New York State unemployment wage base is $11,400 and $11,600 for 2019 and 
2020, respectively. New York will be notifying you of your 2020 unemployment rate by 
approximately February 1, 2020. If you use a payroll service such as ADP or Paychex, be 
sure to send them this notification. 
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 All new employees will need to complete and return to you: 

 W-4 form for federal withholdings. 

 IT-2104 form for New York state withholdings. 

 Form I-9 –Employment Eligibility Verification. Be sure that you are using the current 
revision of this form with an expiration date of August 31, 2019. Although this form is 
expired, the USCIS website advises using this form revision until further notice. 
Current versions can be obtained at https://www.uscis.gov/i-9. 

 You are also required to provide all new employees with the New York State Notice 
and Acknowledgement of Pay Rate and Payday. 

 Federal tax deposits: If you are NOT using a payroll service for payroll tax deposits, you 
will need to enroll your business and make payments electronically. Information on 
Electronic Federal Tax Payment System (EFTPS), including how to enroll, can be found at 
https://www.eftps.gov/eftps or by calling EFTPS Customer Service at 1-800-555-4477. 

 Mileage Rate for 2019: 58 cents per mile, up from 54.5 cents per mile in 2018. 
 
 

FORM 1099 REMINDER 
 
 

Accelerated Due Dates for 1099-MISC with Non-Employee Compensation: 

Form 1099-MISC must be filed with the IRS on or before January 31, 2020, when you are 
reporting nonemployee compensation payments in box 7. The due dates for furnishing payee 
statements is January 31st. For all other reported payments, file Form 1099-MISC by 
February 28, 2020, if you file on paper, or by March 31, 2020, if you file electronically. 
 
The IRS is advising that 1099-MISC forms with box 7, nonemployee compensation payments, 
be filed with a separated Form 1096 Transmittal, rather than including them with 1099-MISC 
forms that report other miscellaneous income. 
 
Additional Reminders: 

The Internal Revenue Service requires anyone engaged in trade or business to file Form 1099. 
 
Please confirm that all ID numbers and Social Security numbers are accurate before 
completing your 1099s. The IRS can charge a penalty of $270 for each return that is incorrect 
or incomplete. 
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You must file Form 1099 for each person, to whom you have paid during the year: 
 
 At least $10 in royalties or broker payments in lieu of dividends or tax-exempt interest. 

 At least $600 in rents, services (including parts and materials), prizes and awards, other 
income payments, medical and health care payments, crop insurance proceeds, cash 
payments for fish (or other aquatic life) you purchase from anyone engaged in the trade or 
business of catching fish or, generally, the cash paid from a notional principal contract to 
an individual, partnership or estate. 

 Any fishing boat proceeds. 

 Gross proceeds of $600 or more paid to an attorney; or 

 At least $10 in dividend/capital gains that were paid on stock or interest income. 

 Reportable Payments to Corporations – In general, payments to corporations do not 
need to be reported on a 1099. However, the following payments made to corporations 
generally must be reported: 

 Medical and health care payments; 

 Fish purchases for cash; 

 Attorneys’ fees; 

 Gross proceeds paid to an attorney; 

 Substitute payments in lieu of dividends or tax-exempt interest; and 

 Payments by a federal executive agency for services. 

 Form 1099-K - Payments made with a credit card or payment card and certain other 
types of payments, including third-party network transactions, must be reported on 
Form 1099-K by the payment settlement entity, and are not subject to reporting on 
Form 1099-MISC. 

 
E-filing is mandatory if a client is responsible for filing 250 or more information returns.  
The 250 limit applies separately to each Form. 

Tronconi Segarra & Associates is now offering E-file services for Form 1099s. Let us know if 
you would like us to E-file your Form 1099s. 

As always, we are available to answer any questions you may have. Please do not hesitate to 
contact us. 
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