
I have com piled a check list of ac tions that can help
you save tax dol lars if you act be fore year-end. These
moves may ben e fit you re gard less of what the
lame-duck Con gress does on the ma jor tax ques tions of 
the day.

 Year-End Moves for In di vid u als

·  In crease the amount you set aside for next year in
your em ployer’s health flex i ble spend ing ac count
(FSA) if you set aside too lit tle for this year. Don’t
for get that you can not set aside amounts to get
tax-free re im burse ments for over-the-coun ter drugs,
such as as pi rin and ant ac ids (2010 is the last year that 
FSAs can be used for non pre scrip tion drugs). 

·  Re al ize losses on stock while sub stan tially pre serv -
ing your in vest ment po si tion. For ex am ple, you can
sell the orig i nal hold ing, then buy back the same se -
cu ri ties at least 31 days later. 

·  In crease your with hold ing if you are fac ing a pen alty 
for un der pay ment of fed eral es ti mated tax. Do ing so
may re duce or elim i nate the pen alty. 

·   Make en ergy sav ing im prove ments to your main
home, such as putt ing in ex tra in su la tion or in stall ing 
en ergy sav ing win dows or buy ing and in stall ing an
en ergy ef fi cient fur nace, and qual ify for a 30% tax
credit. The to tal (ag gre gate) credit for en ergy ef fi -
cient im prove ments to the home in 2009 and 2010 is
$1,500. Un less Con gress acts, this tax break won’t be 
around af ter this year. Ad di tion ally, sub stan tial tax
cred its are avail able for in stall ing en ergy gen er at ing
equip ment (such as so lar elec tric pan els or so lar hot
wa ter heat ers) to your home. This break stays on the
books through 2016. 

· If you be come el i gi ble to make health sav ings ac -
count (HSA) con tri bu tions in De cem ber of this year,
you can make a full year’s worth of de duct ible HSA
con tri bu tions for 2010. 

·  Con vert your tra di tional IRA into a Roth IRA if do -
ing so is ex pected to pro duce better long-term tax re -
sults for you and your ben e fi cia ries. Dis tri bu tions
from a Roth IRA can be tax-free, but the con ver sion
will in crease your ad justed gross in come for 2010.
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De cem ber 2010  

    With the mid term elec tions chang ing the Con gres sio nal land scape, it’s still too early to
know ex actly how this will af fect open tax is sues for 2010 and 2011. 
     Spe cif i cally, when the “lame-duck” Con gress re turns this month, it must de cide
whether to “patch” the al ter na tive min i mum tax (AMT) for 2010 (in crease ex emp tion
amounts, and al low per sonal cred its to off set the AMT), as it has done in past years. It also 
must de cide whether to ret ro ac tively ex tend a num ber of tax pro vi sions that ex pired at the
end of 2009. These in clude, for ex am ple, the re search credit for busi nesses, the elec tion to
take an item ized de duc tion for State and lo cal gen eral sales taxes in lieu of the item ized
de duc tion per mit ted for State and lo cal in come taxes, and the ad di tional stan dard de duc -
tion for State and lo cal real prop erty taxes. 
     In ad di tion, Con gress must de cide whether to ex tend the Bush tax cuts for some or all

tax pay ers. These and other Bush-era tax rules ex pire at the end of this year. With out Con gres sio nal ac tion, in di -
vid u als will face higher tax rates on their in come, in clud ing cap i tal gains. Also, un less Con gress changes the
rules, the es tate tax, which is n’t in ef fect this year, will re turn next year with a 55% top rate. 
     In short, year-end plan ning which al ways in volves some ed u cated guess work is a big ger chal lenge this year
than in past years. 

Year-End Tax Planning Checklist

THE GUARDIAN



How ever, you will have the choice of when to pay
the tax on the con ver sion. You can ei ther (1) pay the
tax on the con ver sion when you file your 2010 re turn 
in 2011, or (2) pay half the tax on the con ver sion
when you file your 2011 re turn in 2012, and the
other half when you file your 2012 re turn in 2013. 

·  Pur chase qual i fied small busi ness stock (QSBS) be -
fore the end of this year. There is no tax on gain
from the sale of such stock if it is (1) pur chased af ter 
Sep tem ber 27, 2010 and be fore Jan u ary 1, 2011, and
(2) held for more than five years. In ad di tion, such
sales won’t cause AMT pref er ence prob lems. To
qual ify for these breaks, the stock must be is sued by
a reg u lar (C) cor po ra tion with to tal gross as sets of
$50 mil lion or less, and a num ber of other tech ni cal
re quire ments must be met. 

·  Take re quired min i mum dis tri bu tions (RMDs) from
your IRA or 401(k) plan (or other em ployer-spon -
sored re tired plan) if you have reached age 70 1/2.
Fail ure to take a re quired with drawal can re sult in a
pen alty of 50% of the amount not with drawn. A tem -
po rary tax law change waived the RMD re quire ment
for 2009 only, but the usual with drawal rules ap ply
in full force for 2010. So, in di vid u als age 70 1/2 or
older gen er ally must take the re quired dis tri bu tion
amount out of their re tire ment ac count be fore the
end of 2010 to avoid the pen alty. If you turned age
70 1/2 in 2010, you can de lay the re quired dis tri bu -
tion to 2011, but if you do, you will have to take a
dou ble dis tri bu tion in 2011—the amount re quired for 
2010 plus the amount re quired for 2011. 

·  Make an nual ex clu sion gifts be fore year-end to save 
gift tax (and es tate tax if it is re in stated). You can
give $13,000 in 2010 or 2011 to an un lim ited num -
ber of in di vid u als free of gift tax. How ever, you
can’t carry over un used ex clu sions from one year to
the next. The trans fers also may save fam ily in come
taxes where in come-earn ing prop erty is given to
fam ily mem bers in lower in come tax brack ets who
are not sub ject to the kid die tax. 

Year-End Moves for Busi ness Own ers

·  Hire a worker who has been un em ployed for at least 
60 days be fore year-end if you are think ing of add -
ing to pay roll soon. Your busi ness will be ex empt
from pay ing the em ployer’s 6.2% share of the So cial 
Se cu rity pay roll tax on the for merly un em ployed
new-hire for the re main der of 2010. Plus, if you keep 
that for merly un em ployed new-hire on the pay roll
for a con tin u ous 52 weeks, your busi ness will be el i -
gi ble for a nonrefundable tax credit of up-to-$1,000

af ter the 52-week thresh old is reached. This credit
will be taken on the busi ness’s 2011 tax re turn. In
or der to be el i gi ble, the for merly un em ployed
new-hire’s pay in the sec ond 26-week pe riod must
be at least 80% of the pay in the first 26-week pe -
riod. 

· Put new busi ness equip ment and ma chin ery in ser -
vice be fore year-end to qual ify for the 50% bo nus
first-year de pre ci a tion al low ance. Un less Con gress
acts, this bo nus de pre ci a tion al low ance gen er ally
won’t be avail able for prop erty placed in ser vice af -
ter 2010. (Cer tain spe cial ized as sets may, how ever,
be placed in ser vice in 2011.) 

·  Make ex penses qual i fy ing for the $500,000 busi ness 
prop erty expensing op tion. The max i mum amount
you can ex pense for a tax year be gin ning in 2010 is
$500,000 of the cost of qual i fy ing prop erty placed in 
ser vice for that tax year. The $500,000 amount is re -
duced by the amount by which the cost of qual i fy ing 
prop erty placed in ser vice dur ing 2010 ex ceeds $2
mil lion. Also, within the over all $500,000 expensing 
limit, you can ex pense up to $250,000 of qual i fied
real prop erty (cer tain qual i fy ing lease hold im prove -
ments, res tau rant prop erty, and re tail im prove ments). 
Note that at tax re turn time, you can choose not to
use expensing (or bo nus de pre ci a tion) for 2010 as -
sets. This is some thing to con sider if tax rates go up
for 2011 and fu ture years, and you’d rather have
more de duc tions af ter 2010 than for 2010. 

·  Set up a self-em ployed re tire ment plan if you are
self-em ployed and have n’t done so yet. 

·  Con sider us ing a credit card to pre pay ex penses that
can gen er ate de duc tions for this year. 

·  In crease your ba sis in a part ner ship or S cor po ra tion 
if do ing so will en able you to de duct a loss from it
for this year. A part ner’s share of part ner ship losses
is de duct ible only to the ex tent of his part ner ship ba -
sis as of the end of the part ner ship year in which the
loss oc curs. An S cor po ra tion share holder can de duct 
his pro-rata share of an S cor po ra tion’s losses only to 
the ex tent of the to tal of his ba sis in (a) his S cor po -
ra tion stock, and (b) debt owed to him by the S cor -
po ra tion. 

·  Con sider whether to de fer can cel la tion of debt
(COD) in come from the re ac qui si tion of an ap pli ca -
ble debt in stru ment in 2010. The busi ness can elect
to have the COD in come in cluded in gross in come
rat ably over five tax years be gin ning with the fourth
tax year fol low ing the tax year in which the re pur -
chase oc curs (i.e., be gin ning with 2014). 
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The re cently en acted 2010 Small Busi ness Jobs Act in -
cludes a wide-rang ing as sort ment of tax breaks and in -
cen tives for small busi ness, paid for with var i ous rev e nue 
rais ers. Here’s a brief over view of the tax changes in the
new law. 

Tax breaks and in cen tives 

En hanced small busi ness expensing 
In or der to help small busi nesses quickly re cover the cost 
of cer tain cap i tal ex penses, small busi ness tax pay ers can
elect to write off the cost of these ex penses in the year of
ac qui si tion in lieu of re cov er ing these costs over time
through de pre ci a tion. Un der pre-2010 Small Busi ness
Jobs Act law, tax pay ers could ex pense up to $250,000 of
qual i fy ing prop erty—gen er ally, ma chin ery, equip ment
and cer tain soft ware—placed in ser vice in tax years be -
gin ning in 2010. This an nual expensing limit was re -
duced (but not be low zero) by the amount by which the
cost of qual i fy ing prop erty placed in ser vice in tax years
be gin ning in 2010 ex ceeded $800,000 (the in vest ment
ceil ing). Un der the new law, for tax years be gin ning in
2010 and 2011, the $250,000 limit is in creased to
$500,000 and the in vest ment ceil ing to $2,000,000. 
The new law also makes cer tain non res i den tial real prop -
erty el i gi ble for expensing. For prop erty placed in ser vice 
in any tax year be gin ning in 2010 or 2011, the
up-to-$500,000 of prop erty expensed can in clude up to
$250,000 of qual i fied real prop erty (qual i fied lease hold
im prove ment prop erty, qual i fied res tau rant prop erty, and

qual i fied re tail im prove ment prop erty). 

100% ex clu sion of gain from the sale of small 

busi ness stock for qual i fy ing stock  
Be fore the 2009 Re cov ery Act, in di vid u als could ex clude 
50% of their gain on the sale of qual i fied small busi ness
stock (QSBS) held for at least five years (60% for cer tain 
em pow er ment zone busi nesses). To qual ify, QSBS must
meet a num ber of con di tions (e.g., it must be stock of a
cor po ra tion that has gross as sets that don’t ex ceed $50
mil lion, and the cor po ra tion must meet ac tive busi ness
re quire ments). Un der the 2009 Re cov ery Act, the per -
cent age ex clu sion for gain on QSBS sold by an in di vid -
ual was in creased to 75% for stock ac quired af ter Feb.
17, 2009 and be fore Jan. 1, 2011. Un der the new law, the 
amount of the ex clu sion is tem po rarily in creased yet
again, to 100% of the gain from the sale of qual i fy ing
small busi ness stock that is ac quired in 2010 af ter Sept.
27, 2010 and held for more than five years. In ad di tion,
the new law elim i nates the al ter na tive min i mum tax
(AMT) pref er ence item at trib ut able for that sale. 

Gen eral busi ness cred its of el i gi ble small

busi nesses for 2010 al lowed to be car ried

back five years. 
Gen er ally, a busi ness’s un used gen eral busi ness cred its
can be car ried back to off set taxes paid in the pre vi ous
year, and the re main ing amount can be car ried for ward
for 20 years to off set fu ture tax li a bil i ties. Un der the new 
law, for the first tax year of the tax payer be gin ning in
2010, el i gi ble small busi nesses can carry back un used
gen eral busi ness cred its for five years. El i gi ble small
busi nesses con sist of sole pro pri etor ships, part ner ships
and non-pub licly traded cor po ra tions with $50 mil lion or 
less in av er age an nual gross re ceipts for the prior three
years. 

Gen eral busi ness cred its of el i gi ble small

busi nesses in 2010 aren’t sub ject to AMT.
Un der the AMT, tax pay ers can gen er ally only claim al -
low able gen eral busi ness cred its against their reg u lar tax
li a bil ity, and only to the ex tent that their reg u lar tax li a -
bil ity ex ceeds their AMT li a bil ity. A few cred its, such as
the credit for small busi ness em ployee health in sur ance
ex penses, can be used to off set AMT li a bil ity. The new
law al lows el i gi ble small busi nesses, as de fined above, to 
use all types of gen eral busi ness cred its to off set their
AMT in tax years be gin ning in 2010. 

S cor po ra tion hold ing pe riod. 
Gen er ally, a C cor po ra tion con vert ing to an S cor po ra -
tion must hold onto any ap pre ci ated as sets for 10 years
fol low ing its con ver sion or face a busi ness-level tax im -
posed on the built-in gain at the high est cor po rate rate of
35%. This hold ing pe riod is re duced where the 7th tax
year in the hold ing pe riod pre ceded the tax year be gin -
ning in 2009 or 2010. The 2010 Small Busi ness Jobs Act 
tem po rarily short ens the hold ing pe riod of as sets sub ject
to the built-in gains tax to 5 years if the 5th tax year in
the hold ing pe riod pre cedes the tax year be gin ning in
2011. 

Ex ten sion of 50% bo nus first-year de pre ci a -

tion. 
Busi nesses are al lowed to de duct the cost of cap i tal ex -
pen di tures over time ac cord ing to de pre ci a tion sched -
ules. In pre vi ous leg is la tion, Con gress al lowed busi -
nesses to more rap idly de duct cap i tal ex pen di tures of
most new tan gi ble per sonal prop erty, and cer tain other
new prop erty, placed in ser vice in 2008 or 2009 (2010
for cer tain prop erty), by per mit ting the first-year
write-off of 50% of the cost. The new law ex tends the
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first-year 50% write-off to ap ply to qual i fy ing prop erty
placed in ser vice in 2010 (2011 for cer tain prop erty). 

Spe cial rule for long-term con tract ac count -

ing. 
The new law pro vides that in de ter min ing the per cent age
of com ple tion un der the per cent age of com ple tion
method of ac count ing, bo nus de pre ci a tion is not taken
into ac count as a cost. This pre vents the bo nus de pre ci a -
tion from hav ing the ef fect of ac cel er at ing in come. 

Boosted de duc tion for start-up ex pen di tures.
The new law al lows tax pay ers to de duct up to $10,000 in 
trade or busi ness start-up ex pen di tures for 2010. The
amount that a busi ness can de duct is re duced by the
amount by which startup ex pen di tures ex ceed $60,000.
Pre vi ously, the limit of these de duc tions was capped at
$5,000, sub ject to a $50,000 phase-out thresh old. 

De duct ibil ity of health in sur ance for the pur -

pose of cal cu lat ing self-em ploy ment tax. 
The new law al lows busi ness own ers to de duct the cost
of health in sur ance in curred in 2010 for them selves and
their fam ily mem bers in cal cu lat ing their 2010 self-em -
ploy ment tax. 

Cell phones re moved from listed prop erty

cat e gory. 
This means that cell phones can be de ducted or de pre ci -
ated like other busi ness prop erty, with out oner ous
recordkeeping re quire ments. 

Off sets (rev e nue rais ers) 

In for ma tion re port ing re quired for rental

prop erty ex pense pay ments. 
For pay ments made af ter Dec. 31, 2010, the new law re -
quires per sons re ceiv ing rental in come from real prop erty 
to file in for ma tion re turns with IRS and ser vice pro vid ers 
re port ing pay ments of $600 or more dur ing the tax year
for rental prop erty ex penses. Ex cep tions are pro vided for 
in di vid u als rent ing their prin ci pal res i dences on a tem po -
rary ba sis (in clud ing ac tive mem bers of the mil i tary),
tax pay ers whose rental in come does n’t ex ceed an
IRS-de ter mined min i mal amount, and those for whom
the re port ing re quire ment would cre ate a hard ship (un der 
IRS regs). 

4

Payroll tax holiday and up-to-$1,000 credit for employers who hire unemployed workers. 

To help stim u late the hir ing of work ers by the pri vate sec tor, the new law ex empts any pri vate-sec tor em ployer
that hires a worker who had been un em ployed for at least 60 days from hav ing to pay the em ployer’s 6.2% share
of the So cial Se cu rity pay roll tax on that em ployee for the re main der of 2010. A com pany could save a max i mum 
of $6,621 if it hired an un em ployed worker and paid that worker at least $106,800—the max i mum amount of
wages sub ject to So cial Se cu rity taxes—by the end of the year. As an ad di tional in cen tive, for any qual i fy ing
worker hired un der this ini tia tive that the em ployer keeps on pay roll for a con tin u ous 52 weeks, the em ployer is
el i gi ble for an ad di tional non-re fund able tax credit of up to $1,000 af ter the 52-week thresh old is reached, to be
taken on their 2011 tax re turn. In or der to be el i gi ble, the em ployee’s pay in the sec ond 26-week pe riod must be at 
least 80% of the pay in the first 26-week pe riod. 

Work ers hired af ter the date of in tro duc tion of the leg is la tion (Feb. 3, 2010) are el i gi ble for the pay roll tax for -
give ness and the re ten tion bo nus, but only wages paid af ter March 18 re ceive the ex emp tion for pay roll taxes. 

A qual i fied em ployee is an in di vid ual who does not own over 50% of the em ployer and is not a fam ily mem ber of 
any 50% owner but the spouse is not con sid ered a fam ily mem ber.

A worker who re places an other em ployee who per formed the same job for the em ployer is n’t el i gi ble for the ben -
e fit, un less the prior em ployee left the job vol un tarily or for cause. 

For the hir ing to qual ify, the new hire must sign an af fi da vit, un der pen al ties of per jury, stat ing that he or she has -
n’t been em ployed for more than 40 hours dur ing the 60-day pe riod end ing on the date the em ploy ment be gins. 

H.I.R.E.  Act of 2010



For own ers of small busi nesses and their work ers,

the re cently en acted health re form leg is la tion has

some key pro vi sions to pay at ten tion to. The new law 

pro vides small em ploy ers with a tax credit for

nonelective con tri bu tions to pur chase health in sur -

ance for their em ploy ees. The credit can off set an

em ployer’s reg u lar tax or its al ter na tive min i mum

tax (AMT) li a bil ity. 

Small busi ness em ploy ers el i gi ble for the

credit. To qual ify, a busi ness must of fer health in -

sur ance to its em ploy ees as part of their com pen sa -

tion and con trib ute at least half the to tal pre mium

cost. The busi ness must have no more than 25

full-time equiv a lent em ploy ees (“FTEs”), and the em -

ploy ees must have an nual full-time equiv a lent wages 

that av er age no more than $50,000. How ever, the

full amount of the credit is avail able only to an em -

ployer with 10 or fewer FTEs and whose em ploy ees

have av er age an nual full-time equiv a lent wages from 

the em ployer of not more than $25,000. 

Years the credit is avail able. The credit is ini tially

avail able for any tax year be gin ning in 2010, 2011,

2012, or 2013. Qual i fy ing health in sur ance for claim -

ing the credit for this first phase of the credit is

health in sur ance cov er age pur chased from an in sur -

ance com pany li censed un der state law. For tax

years be gin ning af ter 2013, the credit is only avail -

able to an el i gi ble small em ployer that pur chases

health in sur ance cov er age for its em ploy ees through

a state ex change and is only avail able for two years.

The max i mum two-year cov er age pe riod does not

take into ac count any tax years be gin ning in years

be fore 2014. Thus, an el i gi ble small em ployer could

po ten tially qual ify for this credit for six tax years,

four years un der the first phase and two years un der 

the sec ond phase. 

Cal cu lat ing the amount of the credit. For tax

years be gin ning in 2010, 2011, 2012, or 2013, the

credit is gen er ally 35% (50% for tax years be gin ning 

af ter 2013) of the em ployer’s nonelective con tri bu -

tions to ward the em ploy ees’ health in sur ance pre mi -

ums. The credit phases out as firm-size and av er age

wages in crease. 

Spe cial rules. The em ployer is en ti tled to an or di -

nary and nec es sary busi ness ex pense de duc tion

equal to the amount of the em ployer con tri bu tion mi -

nus the dol lar amount of the credit. For ex am ple, if

an el i gi ble small em ployer pays 100% of the cost of

its em ploy ees’ health in sur ance cov er age and the

amount of the tax credit is 50% of that cost (i.e., in

tax years be gin ning af ter 2013), the em ployer can

claim a de duc tion for the other 50% of the pre mium

cost. 

Self-em ployed in di vid u als, in clud ing part ners and

sole pro pri etors, two per cent share hold ers of an S

cor po ra tion, and five per cent own ers of the em ployer 

are not treated as em ploy ees for pur poses of this

credit. There is also a spe cial rule to pre vent sole

pro pri etor ships from re ceiv ing the credit for the

owner and their fam ily mem bers. Thus, no credit is

avail able for any con tri bu tion to the pur chase of

health in sur ance for these in di vid u als and the in di -

vid ual is not taken into ac count in de ter min ing the

num ber of full-time equiv a lent em ploy ees or av er age 

full-time equiv a lent wages. 

Most small busi nesses ex empted from pen al ties 

for not of fer ing cov er age to their em ploy ees.

Al though the new law im poses pen al ties on cer tain

busi nesses for not pro vid ing cov er age to their em -

ploy ees (so-called “pay or play”), most small busi -

nesses won’t have to worry about this pro vi sion be -

cause em ploy ers with fewer than 50 em ploy ees

aren’t sub ject to the “pay or play” pen alty. For busi -

nesses with at least 50 em ploy ees, the pos si ble pen -

al ties vary de pend ing on whether or not the em -

ployer of fers health in sur ance to its em ploy ees. If it

does not of fer cov er age and it has at least one

full-time em ployee who re ceives a pre mium tax

credit, the busi ness will be as sessed a fee of $2,000

per full-time em ployee, ex clud ing the first 30 em -

ploy ees from the as sess ment. So, for ex am ple, an

em ployer with 51 em ploy ees who does n’t of fer

health in sur ance to his em ploy ees will be sub ject to

a pen alty of $42,000 ($2,000 mul ti plied by 21). Em -

ploy ers with at least 50 em ploy ees that of fer cov er -

age but have at least one full-time em ployee re ceiv -

ing a pre mium tax credit will pay $3,000 for each

em ployee re ceiv ing a pre mium credit (capped at the

amount of the pen alty that the em ployer would have 

been as sessed for a fail ure to pro vide cov er age, or

$2,000 mul ti plied by the num ber of its full-time em -

ploy ees in ex cess of 30). These pro vi sions take ef -

fect Jan. 1, 2014. 

Tax In crease to Pay for it.  To help off set the cost

of pro vid ing health in sur ance to mil lions of Amer i -

cans, the new law im poses an ad di tional 0.9%

Medicare tax on wages above $200,000 for in di vid u -

als and $250,000 for mar ried cou ples fil ing jointly.

In ad di tion, for these higher-in come house holds, the

new law adds a 3.8% tax on un earned in come, in -

clud ing in ter est, div i dends, cap i tal gains and other

in vest ment in come. Net in vest ment in come is in ter -

est, div i dends, roy al ties, rents, gross in come from a

trade or busi ness in volv ing pas sive ac tiv i ties, and

net gain from dis po si tion of prop erty (other than

prop erty held in a trade or busi ness). Net in vest ment 

in come is re duced by the de duc tions that are al lo ca -

ble to that in come. 
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The Grow ing Tax Gap

The tax gap is the dif fer ence be tween taxes owed and
taxes paid. The In ter nal Rev e nue Ser vice es ti mates that
over the past thirty years the tax gap has ranged from 16
to 20 per cent of to tal tax li a bil ity. For 2001 the IRS es ti -
mates the gross tax gap at $345 bil lion, or slightly over
16 per cent of tax li a bil ity, of which $55 bil lion will even -
tu ally be re cov ered through vol un tary late pay ments and
en force ment
ac tiv i ties,
leav ing a net
tax gap of
about $290
bil lion. Some
view the tax
gap as a ma jor 
rev e nue
source that
can be used to 
close the fed -
eral bud get
def i cit or to
pay for re form 
of the al ter na -
tive min i mum
tax, with out
rais ing taxes.
In fact, the
po ten tial rev e -
nue gains from pro pos als to im prove en force ment are
quite lim ited.

IRS goes too far

The Ser vice is start ing to re quest and ac cept elec tronic
tax re cords on au dit.  Those who use QuickBooks or
Peachtree soft ware can give agents a DVD, CD-ROM
or flash drive. Tax pay ers need n’t print or sort doc u ments
stored elec tron i cally sav ing time and ef fort in pre par ing
for au dits. How ever, be care ful what you hand over.
Turn ing in all your re cords makes it eas ier for IRS to ex -
pand the scope of the exam.

Be Afraid

IRS is plan ning an other round of com pli ance checks fo -
cus ing on pre parer out reach and ed u ca tion. The vis its in
2011 will fo cus on com pli ance and will be tar geted pri -
mar ily at pre par ers who IRS sus pects have made mis -
takes.  Agents won’t hes i tate to as sess pen al ties against
pre par ers who have bent the rules.

Im por tant For eign Bank Re port ing

Form TD F 90-22.1, Re port of For eign Bank and Fi nan -
cial Ac counts must be filed by June 30 each year to re -
port any di rect or in di rect fi nan cial in ter est in, or sig na -
ture au thor ity of fi nan cial ac counts with a fi nan cial in sti -
tu tion in a for eign coun try with an ag gre gate value of all
ac counts ex ceed ing $10,000 at any time dur ing the year.
Will ful fail ure to file may re sult in a pen alty of the
greater of $100,000 or 50% of the high est an nual amount 
of for eign ac count bal ance.  Non-will ful vi o la tions re sult
in a pen alty of $10,000 per ac count.
Also, IRS is eye ing more for eign banks to sniff out off -
shore tax eva sion like  HSBC Bank. Of course, the IRS
won’t be able to un cover ev ery tax cheat but the Ser vice
will clearly keep the heat on folks who don’t re port for -
eign ac counts.

No More Cou pons

Pro posed reg u la tions is sued on Au gust 19, 2010 would
elim i nate us ing pa per cou pons to make fed eral tax de pos -
its. Do you drop off your fed eral tax pay ments at your
bank? If so, you should know that the In ter nal Rev e nue
Ser vice (IRS) re cently an nounced a new rule that calls
for most busi nesses that now pay their fed eral taxes with 
a pa per Fed eral Tax De posit cou pon (IRS Form 8109) to
pay elec tron i cally as of Jan u ary 1, 2011.  Ad di tion ally,
banks will no lon ger be able to ac cept tax pay ments. 
You will need to ar range for an al ter na tive pay ment
method for your fed eral taxes as of Jan u ary 1, 2011.  One 
op tion is for the IRS to pull the funds di rectly from your
ac count us ing the Elec tronic Fed eral Tax Pay ment Ser -
vice (EFTPS).

Man da tory E-file

The pre parer e-fil ing man date was part of the Worker,
Homeownership, and Busi ness As sis tance Act of 2009
(PL 111-92). Ef fec tive for re turns filed af ter Dec. 31,
2010, any re turn pre parer who files or ex pects to file
more than 100 in di vid ual in come tax re turns in a cal en -
dar year must e-file those re turns.  The IRS should also
al low tax pay ers to opt out of hav ing their Form 1040 re -
turns e-filed.
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If you found this news let ter use ful, share      
it with a friend.  I am ac cept ing new
cli ents.  Your re fer rals are greatly
ap pre ci ated.


