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Upcoming Dates:

October 15
v Filing deadline for extended 2020 individual and C corporation tax returns

Missing Tax Exemptions on Your Property Tax Bill?

As homeowners in Cook County receive their 2020 Second Installment Tax Bills (tax bill) in the mail they
are encouraged to look at the bottom left corner to ensure that the correct exemption(s) are reflected on
their tax bill.

If you are missing exemptions you can apply for what is called a Certificate of Error. The Certificate of
Error process provides homeowners an opportunity to redeem missing exemptions for up to three years in
addition to the current tax year. Homeowners can now apply for the 2020, 2019, 2018, and 2017 tax
years. Certificate of Error applications can be filed online, by mail, or in person. Homeowners are strongly
encouraged to apply online as representatives from the Assessor’s Office can easily provide updates on
the status of applications. Please see the full list of property tax exemptions administered by the
Assessor’s Office here: www.cookcountyassessor.com/exemptions.

This year, many exemptions auto renewed to make the process more convenient for homeowners. In
addition to the Homeowner and Senior exemptions, the Assessor’s Office processed auto-renewals for
the “Senior Freeze”, Veterans with Disabilities, and Persons with Disabilities exemptions. In total, more
than 1.1 million exemptions were auto renewed, which provided millions of dollars in tax relief to
homeowners in Cook County. If the Certificate of Error application is granted, either a corrected tax bill or
a refund for the difference will be issued.

IRS Warns of Identity Theft Signs

With identity thieves continuing to target the tax community, the IRS is urging you to learn the new signs
of identity theft so you can react quickly to limit any damage.

Here are some of the common signs of identity theft according to the IRS:
e In early 2022, you receive a refund before filing your 2021 tax return.
¢ You receive a tax transcript you didn’t request from the IRS.



e A notice that someone created an IRS online account without your consent.
¢ You find out that more than one tax return was filed using your Social Security Number.
¢ You receive tax documents from an employer you do not know.

Other signs of identity theft include:
e Unexplained withdrawals on bank statements.
e Mysterious credit card charges.
¢ Your credit report shows accounts you didn’t open.
e You are billed for services you didn’t use or receive calls about phantom debts.

If you discover that you're a victim of identity theft, consider taking the following action:

¢ Notify creditors and banks. Most credit card companies offer protections to cardholders affected
by ID theft. Generally, you can avoid liability for unauthorized charges exceeding $50. But if your
ATM or debit card is stolen, report the theft immediately to avoid dire consequences.

e Place a fraud alert on your credit report. To avoid long-lasting impact, contact any one of the
three major credit reporting agencies—Equifax, Experian or TransUnion—to request a fraud alert.
This covers all three of your credit files.

¢ Report the theft to the Federal Trade Commission (FTC). Visit identitytheft.gov or call 877-438-
4338. The FTC will provide a recovery plan and offer updates if you set up an account on the
website.

Please call if you suspect any tax-related identity theft. If any of the previously mentioned signs of tax-
related identity theft have happened to you, please call to schedule an appointment to discuss next steps.

Know the Way Loans Work...and Use it to Your Advantage

Most of the money lenders make on a loan is made in the first few years of the loan. By understanding
this fact, you can greatly reduce the amount you pay when buying your house, paying off your student
loan, or buying a car. Here is what you need to know:

Your monthly payment never changes

When you obtain a loan, the components of that loan are interest, the number of years to repay the loan,
the amount borrowed, and the monthly payment. Assuming a fixed rate note, the payment never changes.
Here is an example of a $250,000 loan.

It is important to note that your payment in month one is $1,158 and your monthly payment thirty years
later is the same amount...$1,158.

Each payment has two parts

What does change every month is what is inside each payment. Every loan payment has two parts. One
is a payment that reduces the amount of money you owe, called principal. The other part of the payment
is for the bank, called interest expense. Now look at the component parts of the first payment and then the
last payment:

So while your monthly payment never changes, the amount used to reduce the loan each month varies
dramatically over the course of the loan. Remember your total cost of borrowing $250,000 includes more
than $166,000 in interest!


http://identitytheft.gov/

Use the knowledge to your advantage
Here’s how you can use this information to your advantage:

For new loans:

+ Only sign up for loans that allow you to make pre-payments without penalty.

+ When borrowing money, keep some of your cash in reserve. Try to reserve a minimum of 10 to 20
percent of the amount borrowed. So in this example, try to reserve $25,000 to $50,000 in cash.

« Immediately after getting the loan, consider using the excess cash as a pre-payment on the note.
By doing this you can dramatically reduce the interest expense over the life of the note, all while
keeping your payment constant. Even though your monthly payment may be a little higher, the
extra payment amount will pay back the loan more quickly.

For existing loans:

+ Create and look at your loan’s amortization table. This table shows the split between principal
and interest. In the above example, 67 percent of the first payment is for the bank, while only V2 of
1 percent of the last payment is for the bank.

< Pay more to you than the bank. Aggressively prepay down any loan until more of each payment
goes to you versus the bank. This is the crossover point of your loan.

« Find your sweet spot. After hitting the crossover point, next consider the efficiency of each
prepayment and determine when you consider your prepayment ineffective. No one would
consider prepaying that last payment when interest expense is only $4.00. But if more than 25% of
the payment goes to interest? Keep making prepayments.

When you make a prepayment on a loan, reduce the loan balance by your prepayment, then look at the
amortization table. See how many payments are eliminated with your prepayment and add up all the
interest you save. You will be amazed by the result.

Understanding the World of NFTs

The collectibles industry used to be defined by classic keepsakes such as stamps, coins, and trading
cards. Today, a new kind of collectible called non-fungible tokens (NFTs) has exploded in popularity.
From music to digital game pieces, NFTs are digital assets that sometimes sell for millions of dollars.

Understanding NFTs

NFTs offer a blockchain-created certificate of authenticity for any digital asset. This asset can be a piece
of music, a token for a popular game, or a piece of digital art. To understand an NFT, consider its
components:

Non-Fungible...Where cryptocurrency like a Bitcoin is designed to be readily tradable (fungible), non-
fungible is just the opposite. There is one and only one of it.

Token...In this case the non-fungible identification is attached to a specific digital asset or token.
Therefore, each NFT is unique and can readily solve the problem of users creating multiple copies of a

digital asset. In effect, Jack Dorsey's original tweet cannot be copied or duplicated because of NFT
technology!



Why NFTs are popular

Traditional artists rely on auction houses and galleries to sell their work. These galleries and auction
houses authenticate the work as original. Now artists can sell digital works at the same prices as rare
works of art by using NFTs to do the authentication work for them. It is so popular now that even
companies are getting in on the action. For example, a Charmin digital brand was auctioned off to raise
funds for charity.

Why some NFTs are so expensive

Just like physical collectibles, there’s a market for NFTs. Current NFT buyers tend to be tech workers and
entrepreneurs who understand the intricacies of purchasing digital goods. Artists are also dipping their toe
into the NFT waters. For instance, superstar artists like King of Leon and Steve Aoki have sold NFTs for
millions of dollars. Just imagine if your favorite musician decided to record an exclusive piece of music
and then only sell 100 copies of the song. How much would you pay?

What you need to know
Here’s what you need to know about getting involved with NFTs:
= Large cash outlays are not necessary to invest. There are multiple NFT marketplaces where
you can get involved as a buyer without getting into 5- and 6-figure bidding battles. Some of the
more popular marketplaces are Opensea, Rarible, SuperRare and Nifty Gateway.
= Beware of fees to create NFTs. If you want to create your own NFT, you'll likely spend hundreds
of dollars in various fees to make your own tokens. If you end up selling your tokens, you may be
able to cover the cost of these initial fees. If you struggle to sell your tokens, however, you’ll end up
eating the cost of creating the tokens.
= Do your research. Since NFTs are so new, there isn’t a lot of history to judge its performance. As
with any investment, you could either make a fortune, lose everything you invested, or end up
somewhere in between. And these digital assets are treated just like other property, so you would
pay capital gains taxes if you sold an NFT at a profit.
» NFTs require power. NFTs use blockchain technology. Blockchain technology requires power.
Lots of it. There is growing concern on the energy usage for this new digital marketplace and
whether it is sustainable.

Because NFTs are becoming so popular, so fast, many experts are leery of what the world of NFTs will
look like in the future. Regulation is currently lacking, and legal precedence is unclear. While blockchain
technology can verify your purchase, does owning the NFT of something really mean you own the asset?
Will NFTs stand up in court? These are some of the questions being asked without concrete answers.

As always, contact the office with questions by emailing us at info@colemancpas.com or calling
773-444-3100. We are here to help.

This publication provides summary information regarding the subject matter at time of publishing. Please call
with any questions on how this information may impact your situation. This material may not be published,
rewritten or redistributed without permission, except as noted here. This publication includes, or may include,
links to third party internet web sites controlled and maintained by others. When accessing these links the user
leaves this newsletter. These links are included solely for the convenience of users and their presence does
not constitute any endorsement of the Websites linked or referred to nor does COLEMAN & ASSOCIATES
CPAs LTD have any control over, or responsibility for, the content of any such Websites. All rights reserved.
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