Yahoo Mail - Taxation of federal grants

1 of 3

https://mail.yahoo.com/d/folders/62/messages/ABSeQtE1Q3JGYHcpI...

Taxation of federal grants
From: Eva Putnam (alltaxsolutionsltd@gmail.com)
To:

comments.ga@state.co.us; governorpolis@state.co.us; officeofrecoveryprograms@treasury.gov

Cc:

dor_taxpayerservice@state.co.us; michelle.karas@pikespeaknewspapers.com;
pat.hill@pikespeaknewspapers.com; cdle_employer_services@state.co.us; kerry.donovan.senate@state.co.us;
alex.valdez.house@state.co.us; marianne.goodland@coloradopolitics.com

Bcc:

aprilziem@gmail.com;
mikeputnam19@yahoo.com; kathryn.perry@psbtrust.com; ahz001@gmail.com
XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX

Date: Wednesday, April 14, 2021, 11:40 AM MDT

to:

Governor Jared Polis
CC:
Chief Recovery Officer, Jacob
Programs (as of 04/14/21)

Leibenluft,

Office of Recovery

Colorado General Assembly, 200 E Colfax Avenue, Denver, CO 80203
Congressional District 5
Senator Donovan, Kerry
Representative Valdez, Alex
DOR_TaxpayerService
cdle_employer_service
and other interested parties

Subject: Taxation of federal grants
Dear Governor Polis,
In 2020, H.R. 748 (known as the CARES Act) directed the U.S. Treasury
to issue payments to each U.S. State. This was referred to as Corona
Virus Relief Fund and classified as a government grant.
Colorado received $2,233,011,164.20 and distributed this amount to
eligible local governments.
I am an accountant who deals with income taxes, and during the 2020
tax season, the issue emerged as to how this grant should have been
taxed to the small business recipients. The answer is not clear.
Congress deputized the Internal Revenue Service ("IRS") to make this
decision. Federal Register/Vol. 86, No. 10/Friday, January 15,
2021/Notices, paragraph 51,
www.govinfo.gov/content/pkg/FR-2021-01-15/pdf/2020-29278.pdf
refers to the Internal Revenue Service web site that writes: "The
receipt of a government grant by a business generally is not excluded
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from the business's gross income under the Code and therefore is
taxable."
(CARES Act Coronavirus Relief Fund frequently asked questions |
Internal Revenue Service)
It seems that the IRS left the taxation decision to the States. For
example, Montana decided uniformly to issue 1099-G (unemployment
benefits).
(mtrevenue.gov/2021/01/25/covid-business-grant-income-taxable-inmontana/)
However, Colorado let the individual government entities make their
own decision. As a consequence, mistakes have been made. For instance,
the City of Woodland Park issued 1099-NEC, non-employee compensation,
to small businesses, which is demonstrably an error.

Thus, there is a need for Colorado leaders to
make a uniform recommendation which
"information return" (1099-NEC, 1099-MISC, or
1099-G) applies, if any.
Moreover, on March 10, 2021, The House and Senate have announced
another round of bills tied to the $700 million stimulus "intended to
help Coloradans recover from the economic effects of the pandemic."
This also says: "Our stimulus plan will make bold, needed investments
in families, small businesses, and infrastructure projects to build
Colorado back stronger as our economy safely reopens."
www.coloradopolitics.com/legislature/house-and-senate-democratsintroduce-next-round-of-colorado-stimulus-bills/article_ddf05a0c9322-11eb-8cb8-577e5a7f2646.html

Therefore, the need, for a state-wide
decision, on how to tax the new, and the 2020
payments in a consistent way, does exist.
And this is what I am petitioning here for.
Thank you very much for your attention.
I am here to answer any questions.
Eva Putnam
All Tax Solutions Ltd
719-686-7796
P.S.
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There is hope that the new U.S. Treasury
Office of Recovery Programs, lead by Chief
Recovery Officer Jacob Leibenluft
(OfficeOfRecoveryPrograms@treasury.gov), would
decide that this government grant is tax-free
as this was declared for students-recipients:
www.irs.gov/newsroom/emergency-aid-granted-to-students-due-to-covidis-not-taxable

-The End-
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