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unset wus postponed last Decem-

ber, at least in the world of taxes,

Many existing laws, which had

been due o expire, or “sunset”
at the end of 2010, were extended
through 2012, At the same time, new
rules that can impact your tax planning
came ino eflect. With so many changes,
vou'll want to make sure you under-
stand the possibilities available to you
as you finalize last year's return and
lock ahead to 2011, Here are some
SUgeestions.

D Business tax planning

There's a new twist on an existing
option for accelerated write-off of
assets you purchase from September 9,
2010, through December 31, 2011, You
can choose to expense 1008 of the cost
of new equipment, such as machinery,
somme vehicles, and computers, under
expanded “bonus” depreciation rules.

While this sounds similar 1o Section
179, which also allows immediate ex-
pensing of assets you'd otherwise have
o write ofl over several years, differ-
ences between the two methods exist

For instance, the amount of Section

New rules provide 2011
planning opportunities

179 expensing you can claim may be
limited by your income. In contrast,
bonus depreciation can create an oper-
ating loss that you may be able o carry
back (o prior years 1o generate a refund.

Another depreciation break was also
extended: the 15-year life for certain
leasehold and retail improvements and
restaurant buildings and improvements.
These assets will no longer qualify for
15-year depreciation after 2011.

And what about the rules for Section
179 The expensing limit was increased
toy $500,000, Your deduction begins to
shrink if you buy more than $2 million
of assets.

D Investment planning

Capital gain rates will remain ar a
maximum of 15% (and a minimum of
) through December 31, 2012, The
rates apply to qualified dividends and
long-lerm gains from investments you
sell. That makes 2011 a good lime 1o
implement strategies for potential tax
savings.

One example: You may be able 1o

{continued on page 2}

Your source for information on tax and financial planning opportunities.




HOW TO SAVE MONEY

Get your savings program on track

ay Americans are saving
substantially less than they
were in the 1980s, and
much less than people
in some other developed countries
are saving,

H How can you ramp up your
savings? Clearly, cutting back on
cable television channels, packing
a lunch once a week, or dropping
a magazine subscription won't gen-
erate substantial savings. If you're
really committed to building
wealth, it's essential to focus on
the big stuff. For many Americans,
that means atacking household
debt with a vengeance,

If vour credit card payment is
big, vour car payvment bigger, and
your mortgage payment even hig-
ger, your savings accounts may be
starved. And without enough cash
to cover emergencies, many folks
resort to credit cards and lines
of credit to cover unforeseen
cxpenses. So the cycle continues.

B How can you get ahead
of the curve? First, build up an
emergency fund before life's in
evitable crises happen. How much
should you sel aside? The gencral
rule is enough to cover three 1o
six months of living expenses. As
a first slep, track vour expenses
for a month. Then project those
expenses oul three 1o six months.

Next, look at your income. How
stable is vour job? Do you have
one or two salaries? How long
might it take to find another job
in vour field? Use those factors to
determine the target for your emer-
gency account. Finally, stash your
savings where the funds will be
available = without withdrawsl
penalties or tax consequences —
when you need them, A money-
markel or interest-paying savings
aecount may be a good choice.

H How can you stay on track?
Once vou have an emergency fund,
follow these steps to keep your

"W l'lllﬂs {continued from page 1)

manage your income to stay within the 10% or 15%
income tax brackets, which would allow you 1o take
advantage of the 0% capital gain rate.

Alternatively, you could gift appreciated stock to
family members in those brackets. For 2011, the cutoff
for the 15% bracket is $69,000 of taxable income

when you're marred filing jointly ($34,500 for singles),

D Estate and gift tax planning

The new rules for estates include a maximum tax
rate of 353% and a 35 million exemption for 2011 and
2012, The exemption is the amount yvou can leave to
heirs, tax-free, and it applies to lifetime gifts as well.

2 Client Update

LR

savings plan
on track,
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© Treat your savings as your most

important monthly bill. Write a
check 1o savings first, or have your
savings automatically deducted from
your checking account or paycheck.

Tax-deferred retirement accounts
offer a smart way for you to save
money for retirement. I your em-
plover offers a 401(k) or SIMPLE
retirement plan, contribute the
maximum amount allowed. If yvour
employer offers no plan, contribute
to an individual retirement account
(IRA). Your contribution can reduce
your laxable income and grow lax-
free umil withdrawn,

When it comes to saving, think
“control,” For example, control the
use of your credit cards, The amount
vou pay each month in finance
charges could go ro savings instead.
Also, contral the use of your ATM
card. Give yourself a regular cash
allowance, and try to live with ir. m

Therefore, you and your spouse could gift up to
510 million of cash, investments, or ownership in a

business without incurring gifi tax, That's in addition

to your annual cxclusion of $13,000 per recipient.
Estates of persons who died in 2010 have the

option of applying the restored estate tax rules and

receiving a step-up in basis on property passing (o

heirs or having no estate tax but using a carryover
of the decedent’s basis in property.

The December tax law contains other provisions
that offer planning opponunities — almost all of
which are temporary. Please give us a call for details
and planning guidance, m




DEDUCTION BUNDLE

A new haby can give you
additional tax savings

f you had a baby in 2010, or you're planning on
having one in 2011, vou are not only getting a little
bundle of joy, but you're also getting a significant tax
deduction. The amount of the deductions and credits
certainly won't cover the cost of raising yvour child, but
every little bit of tax savings helps, A few of the tax issues
that you should be aware of include the following items.
P Additional exemption. Your new baby generates an
additional exemption to claim on your re-
turn, and with the 2010 exemption level
al 83,650 ($3,700 for 2011), that could
equate to some significant tax savings.

- Child tax credit. You are also
allowed a $1,000 credit against
yvour tuxes for your new family
addition. And if your tax liability
is less than the maximum credit,
Uncle Sam will give you a
refund for the dilference.

» Dependent care
credit. If you pay for child
care o allow vou o work or
look for work, you may qualify
for the dependent care credit.

Don't overlook savings for college. The sooner
you can start saving, the more you can accumulate io
be used for future education expenses. Here are three tax-
advantaged ways to save for vour new baby's future college
CXPENSCS,

p Coverdell education savings account. You can de-
posit up to $2,000 annually into this account with with-
drawals treated as tax-free if used for education.

» 529 college savings plan. This is another savings ve-
hicle that allows you to put away even larger amounts for
college expenses, with the earnings on the account treated
as tax-frec if used for education.

p Roth IRA. When your little one gets a bit older and
begins to work, consider depositing some of that income
into a Roth IBA account. This account can he used for
education, or just for general investment, with no taxes
due on qualified withdrawals.

So don't overlook the benefits in the tax code if you
have a new addition to the family! m

Tax

» Standard deduction

Single § 5,800
Joint returns and surviving spouses  $11,600
Married filing separately $ 5,800
Head of household $ 8500

Additional for elderly or blind {mariedy  $ 1,150
Additional for elderly or blind (singley ~ $ 1,450

~ ¥ Personal exemption $ 3,700
.- b Adaption credit $13,360
- "Kiddie tax” threshold $ 1900

i | “Nanny tax" threshold $ 1,700
. D Soclal security tax wage base $106,800
~ ¥ Medicare tax wage base No limit
¥ Social security earnings limit
Below full retirement age 514,160
Full retirement age No limit

- -Maximum retirement plan contributions

- IRA (under age 50) $ 5,000

-~ IRA (50 and over) $ 6,000

- “SIMPLE plan (under age 50) $11,500
* SIMPLE pian (50 and over) $14,000
- 401(K) plan {under age 50) $16,500
-401(k) plan (50 and over) $22 000

.I Income limit for IRA deductibility (with company pension)

Single/Head of household $56,000 - 68,000

Joint 90,000 - 110,000
When spouse has

company pension £169,000 - 179,000
Married filing separately %0~ 10,000

- Wincome limit for Roth IRA eligibility
"7 Single/Head of household  $107,000 - 122,000

Joint $169,000 - 179,000
Marrlad filing separately $0-10,000
*_Rollovar of regular IRA
sl :iﬂ_ﬂﬂﬁl 1RA No income fimit
- I- Health savings account contribution limit
individual $3,050
Family $6,150
~ Additional for 55 & older $1,000
) Automobile standard milsage rate

. Business 51¢
" Medicalfmoving expense 19¢
. Charitable work 14¢
. Estate tax top rate 35%
* . » Estate tax exclusion $5,000,000
¥ Annual gift ax exclusion (par donse) $13,000

# Alternative minimum tax exemption
Single $48.450
Married, joint $74.450
Married, separate $37,225
- b Section 179 deduction limit $ 500,000
D Section 179 purchase limit $2,000,000
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