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Memorandum

To:
Clients, Friends & Associates of Pro@ctive CPA

From:
Mark Wyssbrod, Managing Member

Date:
October 25, 2010

Re:
Planning For 2010 and 2011

As the year end is getting closer we wanted to remind our clients of some of the tax benefits and changes to take advantage of and to be aware of for 2010 and 2011.  Please contact us should you have any questions.
· Individuals

· Health Care Act Items To Be Aware of for 2011:

· Over-the-counter drugs (OTC) will not be eligible for pre-tax benefits starting in 2011

· You may want to purchase any OTC items in 2010 to use up your pre-tax plan balance (Flexible Spending Accounts and Health Saving Accounts)

· Penalty for Health Savings Accounts and Medical Savings Accounts increases to 20% for non-qualified distributions

· Employer Required to report your health insurance on your W-2

· This is now optional for 2011

· IRA Contributions

· Don’t forget to fund your Traditional or Roth IRA for 2010 by April 15, 2011

· $5,000 maximum contribution ($6,000 if you are over age 50 ½)

· There are many asset protection and tax benefits from making the contribution

· We work with several retirement planners if you need a referral

· Alternative Minimum Tax

· Will hit more individuals in 2010 than in 2009 primarily due to Congress not even discussing increasing the exemption as they have done every year for the past 5 years

· The average AMT addition to taxes we have seen is over $5,000

· Don’t be caught off guard, plan for taxes now!

· Penalty Proof

· If you are going to owe taxes don’t pay penalties and interest too!

· Be certain to pay in 110% of your 2009 taxes to be penalty proof

· States have different rules (GA is 100% to be safe, 70% in certain instances)
· Effective in 2013 individuals who earn more than $250,000 married filing jointly ($200,000 for single) will incur a Medicare surtax of 0.9%

· Businesses

· Accelerated Depreciation

· A profitable small business can deduct up to $500,000 in fixed assets purchased

· If you finance the purchase be aware of the tax benefits and consequences vs. the timing of your cash outflow

· Also remember tax rates will be higher in future years, so why beat up your income this year?

· Hiring tax credit

· Employers can receive a social security tax holiday for new (non-related) hires who have been unemployed for 60 days or longer

· The credit is increased by $1,000 if the employee continues employment for 52 weeks
· Retirement Plans
· You must open a SEP, Keogh, 401(k), pension plan (retirement plans) by the end of the year if you want to make a contribution

· SIMPLE IRA plans need to be set up by October 1st 

· Penalty For Non Correct Information or Timely Filing 1099s
· The scale is integrated, but generally speaking it is:

· Before 2011 $50 per incident per day or $100,000 per year

· After 2010 $100 per incident per day or $500,000 per year

· With penalties this high it is extremely important to file accurately and timely!

Should you have any questions on these items please do not hesitate to contact your Pro@ctive CPA Team at (770) 664-8583.  We look forward to speaking with you and helping you navigate through the enormous amount of tax law changes and economic challenges.
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