
Howard Annual  Update
!
Dear Clients and Friends:
In 2013, there have been a number of changes in both financial and tax 
accounting.  Many of these changes originate in Washington which include  
challenging options to consider.  There are three new taxes that take effect 
for 2013, the 3.8% surtax on net investment income, the Additional Medicare 
Payroll Tax (0.9%) on wages over $250,000 for a married couple ($200,000 
single), and a revived 39.6% tax for higher income individuals. There are 
also several changes to financial accounting standards that will affect the 
reporting of company financial reports.  This atmosphere supports the need 
for individuals and businesses to manage these changes year-round and 
there is still time to evaluate for 2013.  The following is a guide to consider 
during your year-end planning that can possibly mitigate some of the new tax 
and accounting standard changes.  
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✦Consider purchasing and placing in service new machinery and 
equipment prior to year-end.  The 50% Bonus Depreciation 
allowance is scheduled to expire at the end of 2013.  In addition, the 
current level of Section 179 Depreciation deductions is scheduled to 
drop significantly at the end of 2013. 

✦New Tangible Property regulations - A company's capitalization 
policy must be in writing as of the end of the 2013 year to qualify for 
2014.   

✦ In many cases a Cost Segregation study will improve cash flow by 
decreasing taxable income through increased depreciation. 

✦A 2013 net operating loss can be turned into an advantage by 
using it to recover taxes paid in previous years.  The loss can be 
carried back for two preceding years to obtain tax refunds. 

✦The Affordable Care Act may allow a Small Business Tax Credit 
for those offering health care coverage that meet certain conditions.   

✦If you are thinking of adding new employees, consider hiring a 
qualifying veteran before year-end, which may qualify for a work 
opportunity tax credit. 

✦Remember to file all required Form 1099s to avoid penalties.  The 
IRS requires disclosure on the tax returns that all required Form 
1099s were filed.  To avoid correspondence from the IRS, be sure to 
get updated W-9’s to verify that the EIN and SSN match the name 
that is on file with the IRS. 

!
Businesses

	                                                                                                                                                                                                                                



!!
The Art of Taxation consists in so plucking 
the goose as to get the most feathers with 
the least hissing. 

Jean Colbert
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There have been a number of changes and clarifications related to accounting and financial reporting.  This 
is particularly important as a financial statement user’s opinions may change based upon how information 
is presented.  Additionally, many organizations’ tax positions are effected by changes in generally accepted 
accounting policies since, at times, the tax treatment follows the accounting treatment.  Some recent 
changes include: 

✦The Department of Labor testified regarding Company requirements in regards to lost participants in 
employee benefit plans.  There were several considerations regarding a Company’s responsibilities to 
find lost participants, including that escheating to the State is generally not an available option. 

✦Liquidation basis accounting rules, which govern appropriate accounting when a business expects to 
cease operations and liquidate its assets, have been clarified to reduce the need to adjust asset values 
unless such a liquidation is imminent.  This appears to mirror requirements for classifying a business 
segment as discontinued operations. 

✦For not-for-profit entities, there has been a clarification regarding the valuation and recognition 
surrounding contributed services.   

✦Accounting for foreign operations have been clarified when ownership changes occur. 

✦There has some relief issued related to fair value disclosures for entities with less than $100 million of 
assets. 

Our audit group continually monitors new accounting and reporting requirements, contact our assurance 
team to discuss the precise effects these and other changes might have on your organization. 

!
Business Accounting & Financial Reporting Changes

• Increase the amount you set aside for next year in your employer’s health flexible spending account 
(FSA), if you set aside too little for this year.  Be sure to check with your plan administrator to see if you 
are eligible to carry over $500 at the end of the year.  There is a maximum contribution limit of $2,500.   

• If you become eligible to make Health Savings Account (HSA) contributions late this year, you can still 
make a full year’s worth of deductible HSA contributions.  HSA limits increased to $6,450 for a family and 
$3,250 for an individual – but remember over-the-counter medicines are not reimbursable. 

• Those facing a penalty for underpayment of estimated tax may be able to eliminate or reduce it by 
increasing their income tax withholding through their paycheck before the end of the year. 

• Self-employed individuals should consider setting up a self-employed retirement plan.  
• Maximize contributions to 401(k) plans. Contribute as much as you can, up to $17,500, or $23,000 if you 

are over 50, especially if your employer makes matching contributions.
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Individuals
Consider selling investments with unrealized losses to offset short or long-term capital gains.  Capital 
gains in excess of $400,000 (single) or $450,000 (married filing joint) will be subject to a 20% rate.

Consider making Roth IRA contributions (if you are eligible) instead of Traditional IRA contributions.  If 
you have limited income, consider converting a Traditional IRA into a Roth IRA.

If you turned 70-1/2 in 2013 and are taking the Required Minimum Distribution (RMD) from an IRA, 
consider making a charitable donation from the RMD instead.

Unreimbursed medical expenses are deductible to the extent they exceed 10% of your Adjusted Gross 
Income for individuals under age 65.  Funds remaining in your Flexible Spending Account, can be used to 
accelerate "discretionary" expenses planned for next year. (i.e. prescription glasses.)

Consider using a credit card to pay expenses that can generate deductions for this year including, 
charitable donations.  All charitable donations for $250 or greater require a written receipt.

Applying a bunching strategy to “miscellaneous” itemized deductions, medical expenses and property 
taxes, may give you a tax benefit in 2013, but be watchful of Alternative Minimum Tax (AMT).

The “kiddie” tax rules apply to children age 18 and under and most full time students age 19 - 23 (when 
a child has more than $2,000 of investment income).  If your child holds appreciated stock, and isn't in 
kiddie tax territory this year but will be in 2014, consider having them sell the stock this year. 

Consider alternative gifting strategies, such as asset sales between family members (in trust) or set up 
a 529 plan (up to $70,000 tax free per person).

For trusts with investment income, consider paying the income to the beneficiaries.  The 3.8% 
Medicare surtax applies to the lesser of undistributed net investment income, or excess adjusted gross 
income over $11,950 inside the trust.

Shift income to the most advantageous tax year, if you anticipate reaching the AGI thresholds created 
under the new law, such as electing to receive a bonus in 2013 instead of 2014.  

Tax credits for making certain energy efficient home improvements, including window and heating & 
cooling systems are set to expire at the end of 2013.

You can save gift and estate taxes by making gifts sheltered by the annual gift tax exclusion before the 
end of the year. You can give $14,000 in 2013 to an unlimited number of individuals, but you can't carry 
over unused exclusions from one year to the next.  Expenses paid for education and health care 
dependents, if paid directly, are exempt from the gift tax.  The estate and gift tax exclusion amount 
increased to $5,250,000 for 2013.  

Consider purchasing “big ticket” items, such as a new car, prior to year-end.  The state sales tax 
deduction is currently set to expire at the end of 2013.

Consider prepaying higher education expenses in 2013, the related deductions and/or credits are set to 
expire at the end of 2013.

Individuals with self-employment income should consider incorporating and electing to be taxed as an 
S-Corporation, or setting up a limited partnership.

To avoid capital gains, you may want to consider giving appreciated property to charity.

Consider moving investments into Tax Exempt Bonds to avoid net investment income.  Also consider 
switching interest and dividend producing investments into “growth” companies.

Tax minimization strategies often have exceptions or additional considerations.  
Howard’s tax advisors can be reached for further consideration and planning 
purposes to assist.
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New logo.  New website. 
Same trusted advisors. !
Everything is different. Except 
what matters most. For more 
than 30 years we’ve worked 
with our clients to solve their 
m o s t c o m p l e x f i n a n c i a l 
p rob lems w i th a ho l i s t i c 
approach to financial 
consul t ing, audi t , 
assurance and tax 
services. !

    
    

I n N o v e m b e r 2 0 1 3 , w e 
launched the next evolution of 
our brand to more closely 
reflect the value we provide our 
clients. From the logo to our 
website, our new identity better 
reflects the same team of 
insightful, innovative problem 

solvers you’ve come to 
know and trust. !

Meet the new Howard at 
howard-cpas.com 

MARCH 17, 2014 
Business Tax Payments & 
Extension Deadline 

APRIL 15, 2014 
Individual, Partnership & Trust 
Tax Payments and Extension 
Deadline 

MAY 15, 2014 
Not-for-Profit & Texas 
Franchise Tax Returns 
Deadline 

SEPTEMBER 15, 2014 
Business, Partnership & Trust 
Tax Returns Due 

OCTOBER 15, 2014 
Individual Returns Due 

NOVEMBER 15, 2014 
Not-for-Profit & Texas 
Franchise Tax Returns Due
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CIRCULAR 230 DISCLOSURE: THIS COMMUNICATION CANNOT BE USED TO AVOID IRS PENALTIES.  
SEE WWW.HOWARD-CPAS.COM/230 FOR DETAILS.

http://www.howard-cpas.com/230
http://www.howard-cpas.com
http://www.howard-cpas.com/230
http://www.howard-cpas.com



