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New Small Business Law Provides Tax Incentives

After several failed attempts
to arrive at a consensus, Con-
gress finally passed the Small
Business Jobs and Credit Act.
This vital new legislation,
which  President Obama
signed on September 27, pro-
vides various tax incentives
targeted to small business
owners.

Here are several key
provisions in the new law:

Enhanced Section 179 Depre-
ciation Deductions. Under
Section 179 of the Internal
Revenue Code, a business can
currently deduct the cost of
qualified property placed in
service during the vyear,
within an annual limit. Prior
to the new law, the limit for
2010 was $250,000, and the
maximum deduction was sub-
ject to a phase-out for annual
purchases above $800,000.
The new law increases the
maximum deduction to
$500,000 for 2010 and 2011
with a phase-out threshold of
$2 million. Eligible assets in-
clude  computers, office
equipment, and furniture.
Certain real estate improve-
ment costs now qualify for
Section 179 deductions of up
to $250,000.

"Bonus Depreciation" is Back
for 2010. The new law also
restores bonus depreciation,
which expired after 2009. A
business may claim a deduc-
tion equal to 50 percent of
the cost of qualified assets,
which include vehicles. (An
additional year of bonus de-
preciation through 2011 is
allowed for property with a
cost recovery period of 10
years or longer and certain
transportation property.)

Qualifying new assets must
be placed in service by
December 31, 2010.

Note: There is a tax-saving
opportunity for businesses
that are able to take advan-
tage of both Section 179 and
50 percent first-year bonus
depreciation. These two
breaks can be combined to
offset a large part, or perhaps
all, of a company's major ac-
quisitions for the year. While
larger businesses may be in-
eligible for the Section 179
deduction, 50 percent first-
year bonus depreciation is
available to any business re-
gardless of size.

S Corporation Disposition
Rules are Eased. After a C
corporation converts to S

corporation status, it may be
liable for the "built-in
gains" (BIG) tax if it sells or
otherwise disposes of appre-
ciated property within a
specified time period. The
normal recognition period of
10 years was shortened to
seven years for dispositions in
tax years beginning in 2009
and 2010. The new law re-
duces this period still further
to only five years for disposi-
tions in tax years beginning in
2011.

Start-Up Expense Deductions
Increase. Prior to the new
law, a taxpayer could deduct
up to $5,000 of qualified busi-
ness start-up expenditures for
new ventures just getting off
the ground. The maximum
$5,000 deduction was phased
out for expenses over
$50,000. The new law dou-
bles the maximum deduction
for 2010 to $10,000 with a
$60,000 phase-out threshold.
Note that these figures are
scheduled torevert to their
prior amounts in 2011.

Restrictions on Business
Credits Removed. With lim-
ited exceptions, general busi-
ness credits cannot be used
to offset a taxpayer's alterna-

(Continued on page 2)



UM Kevin P. Martin & Associates, P.C.

(Continued from page 1)

tive minimum tax (AMT) liability. The
new law removes this restriction for
"eligible small businesses." To qualify,
average annual gross receipts of a non
-public corporation, partnership, or
small proprietorship can't exceed $50
million for the prior three years. In
addition, beginning in 2010, an eligi-
ble small business may carry back
general business credits for five years
instead of one year.

Cell Phone Recordkeeping is Less
Burdensome. Previously, cell phones
were treated as "listed property" for

KPM Commercial Group Newsletter

tax purposes, therefore triggering the
same strict substantiation rules that
apply to business use of vehicles. In
other words, in order to claim deduc-
tions, taxpayers had to track business
and personal use. The new law re-
moves these requirements for cell
phones and similar communication
devices and treats employer-provided
devices as tax-free fringe benefits.

Self-Employed Taxpayers Get a Break
on Health Insurance Costs. A self-
employed individual must pay self-
employment tax comparable to the
Social Security tax paid on employee
wages. For 2010, eligible self em-

ployed people can deduct health in-
surance premiums from the self-
employment income subject to em-
ployment tax. This tax break is a lim-
ited one-year window of opportunity.

Businesses and individuals may want
to take action before the end of the
year based on these significant new
law changes.
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Small Business Jobs Act Provides Roth Deferral Provisions

Brian McNeil, CPA
KPM Senior Tax Manager

The Small Business Jobs Act that was
recently signed into law will provide
some much needed Roth deferral
options for participants in 401(k), 403
(b) and governmental 457(b) plans.
The provision contains two major
changes. The first would permit Roth
contributions to 457(b) plans main-
tained by state or local governments.
This provision would be effective for
tax years beginning after 2010. Sec-
ond, the Act will permit amounts in
401(k), 403(b) and governmental 457
(b) plans to be converted to Roth
amounts within the plan or distrib-
uted out into a Roth account.

Prior to the Small Business Jobs Act
becoming law only Code section 401
(a) and Code Section 403(b) annuity
plans were allowed to offer a quali-
fied Roth contribution as part of the
plan. The act has now included gov-
ernmental section 457(b) plans. Also,
eligible rollover distributions from a
401(k) plan or a 403(b) plan could
only be rolled over to another eligible
rollover IRA, another 401(k) or 403(b)
plan. The Act adds governmental 457
(b) plans to the eligible plan listing.
Rollovers to a Roth account could only
be made from another Roth account
prior to the Act.

Under the new act for distributions
after September 27, 2010, you are
able to receive eligible rollover distri-
butions from pre-tax account bal-
ances from qualified 401(k) plans, 403
(b) annuity plans, and governmental
section 457 and roll those directly into
a Roth IRA or do an in-plan conversion
if the plan allows. Most employer re-
tirement plans would need to be

amended to allow for the new provi-
sions.

Keep in mind this rollover would not
be tax free. If you directly rollover a
pre-tax balance from your  401(k)
plans, 403(b) annuity plans or govern-
mental section 457 plan to a Roth the
amount of the distribution received
would be included in gross income.
For example, if you have $100,000 in
your previous employer’s 401(k) plan
and you decide to directly roll that
account balance to a designated Roth
account then the $100,000 balance
would be includible in gross income.

Timing of Income. If the distribution
is received in 2010, it would be in-
cluded in gross income ratably over
the two years beginning in 2011. You
may elect to accelerate the income
and have all the income included in
your taxable income for 2010. This
election would need to be made prior
to April 15, 2011

Page 2
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Tax Planning

Janel Folan, CPA
KPM Senior Tax Manager

Do You Know What Your Tax

Picture Looks Like?

Tax planning comes in all shapes and
sizes. In order to make the most of
the money you have, you should
know when to call your CPA for some

tax planning advice. For some tax-
payers, they need to talk to their CPA
throughout the year. For some, it
may only be in October or November,
or in April when they’ve completed
their tax return, and yet others may
only need to contact their CPA when
something new or different is happen-
ing in their lives. Some situations
may require full tax projections; some
may require research and/or discus-
sion of applicable tax law. Whether
you are planning with your CPA during
the course of the year or whether you
have some changes happening in your
life, your CPA is an advisor who can
help you make the choices that are
beneficial to you. If you have not dis-
cussed with your CPA what kinds of
tax planning is appropriate for you,
make sure to have that conversation
with him/her before you find yourself
regretting not having made the phone
call or sent the email. Economic con-
ditions and numerous annual tax law
changes make it critical for you to
know what tax planning strategies are
right for you.

Here are a few items to consider

when assessing the need for tax plan-
ning with your CPA:

Real Estate. Are you purchasing your
first home, a second home, a vacation
home or a piece of property for busi-
ness? Maybe you are purchasing
something that is used for both per-
sonal and business use? Maybe you
are involved in sophisticated transac-
tions such as property exchanges or
installments sales? There are a lot of
deductions and credits and a whole
lot of tax laws related to real estate
and home ownership. Proper plan-
ning when purchasing property and
owning real estate is critical. You
should strongly consider consulting
your CPA whenever you are planning
to get involved in a real estate trans-
action, to make sure you understand
both the short-term and long-term
benefits and repercussions to the
transaction and the decisions you
make. If you currently own real es-
tate, have you discussed with your
CPA if you are taking advantage of all
the deductions and credits you can?
Maybe you are working from home
and haven’t considered a home office
deduction. Maybe you haven’t con-
sidered renting a second home or
vacation home. Real estate can be an
investment with a lot of tax planning
opportunities. If you own real estate,
make sure you understand what tax
opportunities are available to you.

Retirement Savings. Whether you
are just starting out in the workforce
or have been retired for a number of
years, you want to make decisions
that optimize your quality of life. You
don’t want to live for today and find
out you have a whole lot of tomor-
rows, or put every dime into savings
only to never enjoy a penny of it.
Quality of life is important. CPAs un-

derstand that not everyone has the
same goals for their retirement sav-
ings. Do you need this money to sus-
tain you through your retirement
years? Do you have other substantial
assets that you’d like to pass along to
your children or grandchildren? s
your family well provided for, so
you’d like to give a substantial portion
of your money to charity? Whether
you are putting money in or taking
money out of a retirement account,
you need to understand how this af-
fects your tax return. If you are not
sure where to begin, whether you are
on the right path, or if you’re optimiz-
ing the use of your retirement funds,
get in touch with your CPA to under-
stand what your retirement tax pic-
ture looks like.

® Retirement Savings Vehicles.
There are a number of places you
can put money away for retire-
ment years. You should know
what is available to you, what the
benefits and drawbacks are and
what will work best for you.
There are both current tax impli-
cations and future tax implica-
tions to consider with every
choice.  Your CPA can help ex-
plain your options to enable you
to make the best decisions to
meet vyour individual needs.
Many CPAs can even help you set
up retirement accounts or plans.
Make sure to ask if you don’t
know what retirement services
your CPA has to offer.

® Minimum Required Distribu-
tions. Whether you are just be-
ginning retirement or have been
retired for a number of years, you
should make sure you have dis-

(Continued on page 4)
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(Continued from page 3)

cussed your retirement accounts
and plans for withdrawals with
your CPA. You want to under-
stand the laws around minimum
required distributions and know
how to comply with them and
have them work to your benefit.
Not all retirement accounts are
taxed the same. The same
amount of funds could be with-
drawn from two different retire-
ment accounts or plans; one
could produce more taxes than
the other. For one individual,
having more come back tax-free
might be better, for another hav-
ing more come back taxed might
be more beneficial. Some folks
benefit from taking more than
the minimum distributions while
others may not. Work with your
CPA to make sure that you are
taking what you are required to
and taking what works best for
your tax situation.

e Early Withdrawals. Do you need
to, or think you need to, take
money out of your retirement
account? You may talk to your
investment broker who might tell
you the brokerage house will not
penalize you for an early with-
drawal, but make sure you talk to
your CPA to know if the IRS or
other tax authorities will penalize
you. Early withdrawals are al-
lowed in certain instances, with-
out penalties. Before you take
any money out, make sure you
know all the rules. Even if you
are able to take the money out
without penalties, have you con-
sidered the tax implications?
Taking money out without antici-
pating the proper taxes due can
create a financial hole that keeps

getting deeper and deeper if you
aren’t careful. Times are tough.
Are you concerned that you can’t
afford to save the money, and
want to avoid an early with-
drawal situation? Rather than
being discouraged against saving
for your future, understand the
rules and learn how you can save
in a practical way that may allow
you the option to withdraw the
contributions in the future pen-
alty-free and tax-free. Your CPA
can assist you in understanding
the law to make the best decision
for your individual circumstance.

® Rollovers. Rolling funds from one

retirement vehicle to another or
from one account to another, can
sometimes be done tax-free and
sometimes with tax conse-
quences. Sometimes you roll
funds because you have to
(change in job or change in in-
vestment broker) and sometimes
you do because you believe it will
provide you with a future benefit
(traditional IRA to Roth IRA).

ﬁ

KPM New
WebTaxGuide

Kevin P. Martin & Associates has
recently added the 2011 Tax Guide
to its web site. You can start your
homework by reading the guide
online at http://
www.kpmonline.com/news.html
and clicking on “KPM 2001 Tax
Guide Released” for up-to-date
information, which will continue to
be updated periodically. If you're
ready to understand your tax pic-
ture better and want to explore tax
planning in any area with a CPA,
please contact us.

Whatever your reasons are for
rolling retirement funds, it’s im-
portant to understand your op-
tions and what makes the most
sense for you.

Family. Having a family can provide a
number of current and future benefits
you should consider. There are a
number of deductions and credits to
think about and plan for. If your chil-
dren are young and in daycare, school
or camp, have you looked into the
child tax credit? When they are older
and off to college, consider college
deductions and credits. Are you tak-
ing advantage of a flexible spending
account to pay for child care pre-tax
(especially if you are benefitting from
an after-tax credit)? Are you saving
for college through savings bonds, an
Educational Savings Account or a 529
Plan? Have you hired your children to
create income for them so they can
start contributing to a Roth IRA?
There are credits available for adopt-
ing a child. There are also deductions
available for supporting other family
members who become your depend-
ents. Make sure your CPA under-
stands what your family picture looks
like now and what you anticipate for
the future. Your picture can look a
little brighter with the proper plan-
ning.

One of my favorite quotes is, “If you
fail to plan, you plan to fail.” Plan to
understand what your tax picture
looks like now and what it will look
like in the future. Understand what
tax strategies and vehicles are avail-
able to you now and in the future. Do
your homework and plan with a pro-
fessional. A small investment in your
tax picture now could provide a much
larger return and a better looking tax
picture for the long-term.
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Revenue Recognition Convergence

C. Logan Robertson
KPM Audit Senior

In June of this year the Financial Ac-
counting Standards Board (FASB) and
the International Accounting Stan-
dards Board (IASB) published an Expo-
sure Draft: Revenue Recognition:
Revenue from Contracts with Custom-
ers which was open for public com-
ment until October, 22, 2010. Consis-
tent with the Boards’ joint goal of
convergence of U.S. GAAP and inter-
national standards, the proposed
changes seek to replace the piece-
meal revenue recognition policies
currently in practice in the U.S. with
clearer, more broad-based guidance
that can be applied across all indus-
tries. The proposed standard would
affect all entities, including public,
private and not-for-profit, that have
contracts with customers. The follow-
ing is a summary of the AICPA’s Au-
gust 31, 2010 Business Brief on the
issue.

The Proposal. The new standard
would require an entity to recognize
revenue to depict the transfer of
goods or services to customers in an
amount that reflects the considera-
tion that it receives, or expects to
receive, in exchange for those goods
or services. The application would
happen in the following steps:

a) Identify the contract(s) with the
customer;

b) Identify the separate perform-
ance obligations in the contract;

c) Determine the transaction price;

d) Allocate the transaction price to

the separate performance obliga-
tions; and

e) Recognize revenue when the en-
tity satisfies each performance
obligation.

The trigger event for revenue recogni-
tion under the Exposure Draft is when
the customer obtains control over the
good or service being furnished.

Changes to Current Practice. Under
current U.S. GAAP, revenue is recog-
nized when it is realized or realizable
and earned. For many revenue trans-
actions, the new standard will not
significantly change the way entities
recognize revenue. In some cases,
however, the changes could have
quite an impact. In particular:

a) Accounting for costs — an entity
would capitalize certain costs of
obtaining a contract if those costs
1) relate directly to a contract, 2)
generate or enhance resources of
the entity that will be used in
satisfying performance obliga-
tions in the future; and 3) are
expected to be recovered.

b) Separate identification of per-
formance obligations — this would
require that contracts be divided
in a manner identifying distinct
obligations and matching them
with distinct goods or services.
These new units of accounting
may differ from those identified
in current practice.

c) Licensing — revenue from exclu-
sive licenses for intellectual prop-
erty for less than the property’s
economic life must be recognized
over the term of the license
rather than upon the sale.

d) Disclosure — the proposed guid-
ance specifies disclosures to help

users of the financial statements
understand the amount, timing,
and uncertainty of revenue and
cash flows arising from contracts
with customers. An entity would
be required to disclose more in-
formation than is currently re-
quired, including disaggregated
information about recognized
revenue and more information
about remaining performance
obligations.

Conclusion. The proposed changes to
revenue recognition accounting could
bring about significant changes in the
way many contracts are structured,
whether in a for-profit or non-profit
entity. Accounting managers should
take the time now to carefully con-
sider how the proposed changes will
affect their operations.

“The trigger event for
revenue recognition
under the Exposure

Draft is when the
customer obtains control
over the good or service

being furnished.”
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Schedule UTP for reporting uncertain

tax positions finalized and liberalized.

The IRS has released a final Schedule
UTP (Form 1120), Uncertain Tax Posi-
tion Statement, and an announce-
ment detailing many liberalizations to
the reporting requirements, which
initially applied only to large corpora-
tions. In addition, the agency has
taken steps to protect taxpayer com-
munications with practitioners and to
ensure that the program is properly
applied by its own personnel. The key
changes include: a five-year phase-in
of the reporting requirement based
on a corporation's asset size; no re-
porting of a maximum tax adjust-
ment; no reporting of the rationale
and nature of uncertainty in the con-
cise description of the position; and
no reporting of administrative prac-
tice tax positions.

Guidance addresses tax breaks for

hiring new employees.

Employers are exempted from paying
the employer 6.2% share of Social
Security (i.e., OASDI) employment
taxes on wages paid in 2010 to newly
hired qualified individuals. These are
workers who: (1) begin employment
with the employer after Feb. 3, 2010
and before Jan. 1, 2011, (2) certify by
signed affidavit, under penalties of
perjury, that they haven't been em-
ployed for more than 40 hours during
the 60-day period ending on the date
the individual begins employment
with the qualified employer; (3) do
not replace other employees of the
employer (unless those employees
left voluntarily or for cause), and (4)
aren't related to the employer under
special definitions. The payroll tax
relief applies only for wages paid from

Mar. 19, 2010 through Dec. 31, 2010.
Employers also may qualify for an up-
t0-$1,000 tax credit for retaining
qualified individuals. The workers
must be employed by the employer
for a period of not less than 52 con-
secutive weeks, and their wages for
such employment during the last 26
weeks of the period must equal at
least 80% of the wages for the first 26
weeks of the period.

The IRS had issued guidance on these
tax breaks in the form of frequently
asked questions (FAQs). Updated
FAQs explain: when an employee is
considered to begin work; how the
exemption can be claimed for a new
hire who replaces a prior employee;
that the exemption can be taken for
someone who was self-employed for
the entire 60-day lookback period;
that minors may sign the HIRE Act
employee affidavit (Form W-11); and
what counts as wages for the reten-
tion credit.

Guidance explains longer NOL

carryback option for businesses.

The IRS has issued guidance in a ques-
tion and answer (Q&A) format to ad-
dress a number of specialized issues
that have arisen under the new op-
tional longer net operating loss (NOL)
carryback period that was provided by
the Worker, Homeownership, and
Business Assistance Act of 2009
(WHBAA). Under WHBAA, an irrevoca-
ble election of a 3, 4, or 5-year carry-
back period for an applicable NOL for
a tax year ending after Dec. 31, 2007,
and beginning before Jan. 1, 2010, is
generally available for one tax year
(except for an eligible small business
(ESB) loss). The WHBAA election is an

expansion of the increased carryback
period election provided by the
American Recovery and Reinvestment
Act of 2009 (ARRA), which was avail-
able only to ESBs, and only for 2008
NOLs. The guidance addresses many
questions left unanswered by the
statutory provisions. For example, it
makes clear that if a taxpayer previ-
ously made an ARRA election, it does-
n't have to continue to qualify as an
ESB in the year of the WHBAA NOL in
order to make a WHBAA election. A
taxpayer must qualify as an ESB only
for the tax year of the ARRA election.
Also, the IRS has revised the Instruc-
tions for Form 1139, Corporation Ap-
plication for Tentative Refund (Rev.
August 2010), to explain how busi-
nesses make the WHBAA election.

Regulations on election to defer COD

income.

For debt discharges in tax years end-
ing after Dec. 31, 2008, a taxpayer
may elect to have any cancellation of
debt (COD) income from the reacqui-
sition of an applicable debt instru-
ment after Dec. 31, 2008, and before
Jan. 1, 2011, included in gross income
ratably over five tax years. The IRS has
issued two sets of regulations on this
rule: one applies to C corporations,
the other applies to partnerships and
S corporations. The regulations cover
many complicated issues that arise
with the election. For example, the C
corporation regulations cover topics
such as acceleration of deferred can-
cellation of debt (COD) income and
deferred original issue discount de-
ductions, and the calculation of earn-
ings and profits as a result of making
an election.

(Continued on page 7)
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Legislation ends foreign loopholes and

advance EITC.

The Education Jobs and Medicaid As-
sistance Act, which was signed into
law on August 10, 2010, includes pro-
visions closing a number of foreign-
tax-credit related loopholes and re-
pealing the advanced earned income
tax credit (EITC). Specifically, this leg-
islation tightens the rules on the use
of foreign tax credits that multination-
als use to lower their U.S. tax bill. In
general, these provisions attempt to
(1) make foreign tax credits (FTCs)
available only when the income to
which the FTCs relate is actually taxed
by the U.S., (2) prevent artificial infla-
tion of foreign source income, and (3)
modify the resourcing rules to limit
FTCs. Also, under the new law, start-
ing in 2011, eligible low- and moder-
ate-income workers who qualify for
the EITC will no longer be able to elect
to receive the credit in advance.

Financial reform package changes

mark-to-market rule.

The “Restoring American Financial
Stability Act of 2010” was signed into
law on July, 21, 2010. This landmark
financial reform package contained a
tax provision broadening the list of
contracts that are excepted from
mark-to-market treatment. Taxpayers
must report gains and losses from
regulated futures contracts and other
“Section 1256 contracts” on an annual
basis under the “mark-to-market”
rule. The term Section 1256 contract
means: regulated futures contracts,
foreign currency contracts, nonequity
options, dealer equity options, and

dealer securities futures contracts. It
does not include any securities fu-
tures contract or option on such a
contract unless the contract or option
is a dealer securities futures contract.
Under the new law, for tax years be-
ginning after July 21, 2010, all of the
following also are excepted from the
definition of a Section 1256 contract:
any interest rate swap; currency
swap, basis swap, interest rate cap,
interest rate floor, commodity swap,
equity swap, equity index swap, credit
default swap, or similar agreement.

Relief for homeowners with corrosive

drywall.

The IRS is allowing individuals with
corrosive drywall to apply a safe har-
bor formula to treat the costs of re-
pairing the defective drywall as a
casualty loss. The safe harbor applies
for original and amended federal in-
come tax returns filed after Sept. 29,
2010. Reported problems have oc-
curred with certain imported drywall
installed in homes between 2001 and
2008. Homeowners have reported
blackening or corrosion of copper
electrical wiring and copper compo-
nents of household appliances, as well
as the presence of sulfur gas odors. In
the case of any individual who pays to
repair damage to his personal resi-
dence or household appliances that
results from corrosive drywall, the IRS
won't challenge his treatment of dam-
age resulting from corrosive drywall
as a casualty loss (which might other-
wise be difficult to achieve under the
regular rules) if the loss is determined
and reported under the safe harbor
rule. A taxpayer who does not have a
pending claim for reimbursement may
claim as a loss all unreimbursed

amounts paid during the tax year to
repair damage to his personal resi-
dence and household appliances re-
sulting from corrosive drywall. A tax-
payer who has a pending claim (or
intends to pursue reimbursement)
may claim a loss for 75% of the unre-
imbursed amount paid during the tax
year to repair damage to the tax-
payer's personal residence and house-
hold appliances that resulted from
corrosive drywall.

Over-the-counter drug costs will no

longer be reimbursable.

Effective Jan. 1, 2011, unless pre-
scribed or insulin, the cost of over-the
-counter medicines cannot be reim-
bursed from flexible spending ar-
rangements (FSA), health reimburse-
ment arrangements (HRA), Health
Savings Accounts (HSA) and Archer
Medical Savings Accounts (Archer
MSA). The IRS has issued guidance
explaining that an individual may be
reimbursed for over-the counter
medicines or drugs, so long as the
individual obtains a prescription for
the medicines or drugs. It also makes
clear that expenses incurred for over-
the-counter medicines or drugs pur-
chased without a prescription before
Jan. 1, 2011 may be reimbursed tax-
free at any time by an employer-
provided plan, including an FSA or
HRA, under the terms of the em-
ployer's plan.

Simplified per diem rates lowered

effective October 1, 2010.

Reimbursements of an employee's
business travel costs (lodging, meal

(Continued on page 8)
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and incidental expenses (M&IE)) at a
per diem rate are payroll-and income-
tax free if simplified substantiation is
provided and the daily rate doesn't
exceed the federal per diem rate (the
maximum amount that the federal
government reimburses its employ-
ees) for the locality of travel for that
day. While the per diem rates vary by
travel destination, employers can

make reimbursements at the simpli-
fied “high-low” per diem rates, which
assign one per diem rate to high-cost
areas within the continental U.S., and
another to non-high-cost areas. The
IRS has issued the “high-low” simpli-
fied per diem rates for post-Sept. 30,
2010, travel. An employer may reim-
burse up to $233 for high-cost locali-
ties (5168 for lodging and $65 for
M&IE) and $160 for other localities
(5108 for lodging and $52 for M&IE).

The list of high-cost areas is also up-
dated.

Form W-2 Reporting

Marilyn D’Angelo, CPA
KPM

Again this year, we want to remind
you of those commonly missed items
on Form W-2. Contact Marilyn D’An-
gelo in our office if questions arise
while preparing the company’s W-2s.

Substantiated employee business
expense reimbursements reported in
Box 12, Code L. The excess over the
amount substantiated under an ac-
countable plan must be reported as
wages on Form W-2. The excess
amount is subject to income tax with-
holding and Social Security and Medi-
care taxes. Payments made under a
non-accountable plan are also re-
ported as wages on Form W-2 and are
subject to federal income tax with-
holding and Social Security and Medi-
care taxes.

Other lease value of a vehicle and
other various items to be reported in
Box 14. The lease value of a vehicle
provided to your employee and re-

ported in box 1 must be reported
here or on a separate statement to
your employee. You may also use this
box for other information such as
state disability insurance taxes with-
held, union dues, uniform payments,
health insurance premiums deducted,
nontaxable income, educational assis-
tance payments, or a member of the
clergy’s parsonage allowance and
utilities. In addition, you may enter
the following contributions to a pen-
sion plan: (a) non-elective employer
contributions made on behalf of an
employee, (b) voluntary after-tax con-
tributions (but not designated Roth
contributions) that are deducted from
an employee’s pay, (c) required em-
ployee contributions, and (d) em-
ployer matching contributions.

Two percent S corporation share-
holder-employee reporting in Box 1.
The health and accident insurance
premiums paid on behalf of the
greater than 2 percent S corporation
shareholder-employee are deductible
by the S corporation as fringe benefits
and are reportable as wages for in-

come tax withholding purposes on the
shareholder-employee’s Form W-2.
They are not subject to Social Security
or Medicare (FICA) or Unemployment
(FUTA) taxes.

Form 1099 Reporting

Jason Goloboy, CPA
KPM Principal

Starting in the year 2011 all busi-
nesses will be required to issue Forms
1099 to all vendors (individuals, part-
nerships and corporations) if pay-
ments made during the calendar year
(2011) totaling $600 or more. There
is discussion as to either repealing or
deferring this law, but at this point in
time we advise that our clients assem-
ble the appropriate information. As
such, it is incumbent on you to obtain
from each vendor a signed IRS Form
W-9 (available at www.irs.gov) so that
you have the appropriate information
within your files. You should also note
that if you issue 250 or more Forms
1099 you will be required to submit

(Continued on page 9)
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such information electronically to the
IRS (Massachusetts also requires cop-
ies of Forms 1099 to be submitted to
them). Please note that there is a po-
tential for substantial penalties to be
accessed if your business fails to com-
ply. You may want to review IRS publi-
cation 1220 which addresses the 1099
series of forms. If you need additional
information, please contact us.

You should also note that the 1099
filing requirement has been expanded
to rental real estate activities (from a
rental apartment within a two family
house to a multi-tenanted apartment

In the News

house or commercial building) for
annual payments equal to $600 or
more for service providers such as
plumbers, painters and landscapers.

Federal Tax Payments

Marilyn D’Angelo, CPA
KPM

As of December 31, 2010 the Treasury
Department will no longer accept
Form 8109 tax deposit coupons. All
deposits should be made through the
Electronic Federal Tax Payment Sys-
tem (EFTPS). You can register for
EFTPS at www.eftps.gov. The infor-
mation needed to register is: em-

ployer identification number, business
name and address, contact informa-
tion and banking information.

For further information regarding any
of these reminders, contact Marilyn
D’Angelo at KPM.

Brian E. Martin Appointed Director of
KPM

Brian E. Martin

KPM is pleased to announce that
Brian E. Martin (“Marty”) was ap-

pointed Director of the Firm effective
June 1, 2010. Marty serves as
Engagement Partner on a variety of
affordable housing, not-for-profit and
commercial industries. “I am looking
forward to being a part of the team
that will guide and grow KPM for
many vyears to come,” comments
Marty. A graduate of the College of
the Holy Cross, Marty has been with
KPM for close to 12 years. “Marty
makes a wonderful addition to the
partner group,” comments Kevin P.

Martin, Jr., KPM’s Managing Director.
“As a market leader, we are commit-
ted to the Firm’s long-term success
and to promote talent focused on
growing the Firm and delivering out-
standing client service. Marty has
earned this recognition and his
appointment enables us to deliver on
our strategy of building the broadest
and deepest range of team
members.”

(Continued on page 10)
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Ronald A. Gacicia, Director, Retires

Ronald Gacicia

Kevin P. Martin & Associates, P.C.
announces Ron Gacicia’s move to
retirement. Ron, a director of the
firm since the merger of his own firm
in 2002, has over 40 years experience
working with individuals and busi-
nesses. “lI am looking forward to
spending time on the Cape and doing
some travel,” Ron says as he hangs up
the phone with a client he has had for
over 20 years. “l have made so many
friends in this business and wish |
could continue working for all my cli-
ents, but | really want to
take advantage of some
free time to spend with
my wife, Karen.” “l know
it is a bittersweet move
for Ron” says Kevin Mar-

Kevin Martin, Sr.

tin, Sr., Founder of KPM. “Ron was a
great find for our firm. | have enjoyed
working side by side with Ron as we
carry our clients through all their major
life experiences.” We wish Ron all the
best now in one of his own life’s major
changes. Please call and wish Ron well.

Ron’s clients have been transitioning to
a new team at KPM over the past few
years.

Leading the transition is
Ken Davin, a Partner
with the firm for over 30
years who specializes in
audits, financial report-
ing and taxation of
closely held corpora-
tions. Ken has experience in all of our
industries - commercial, nonprofit and
real estate. Also helping in the transi-
tion is Brian McNeil, a Senior Tax Man-
ager of KPM, has over 12 years experi-
ence with KPM including individual, fi-
duciary, gifting, charitable trusts, cash
flow planning and charitable planning.
Brian specializes in tax and
financial planning and is an
Investment Advisor Repre-
sentative of Common-
wealth Financial Network,
an independent broker

Ken Davin

Brian McNeil

dealer. Brian comments, “Ken and |
have worked alongside Ron for many
years getting to know many of his
clients from a personal and business
perspective. We look forward to
working more closely with his clients
and hope to maintain the solid rela-
tionship that Ron had as well as add-
ing continued value to the relation-
ship as Ron had in the past.” Also
getting involved with the transition of
some of Ron’s consulting and taxation
of trusts is Janel Folan, a
Senior Tax Manager with
17 years of experience at

KPM. Janel has been
working in the high net
worth individual and  *ae!felan

trust areas as well as public charities
and private foundations.

“I's been a pleasure working with
Ron,” says Ken. “He has been a good
resource to the firm given his many
experiences, which was usually told to
us in the form of an interesting story.
We all wish Ron the best as he starts
the next chapter of his story.”
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