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This presentation has been designed to meet th&eatents
going back to of the Director of Practice of theelnal Revenue
Service, the California State Board of Accountarany the
California Tax Education Council, Business & Prafeas Code
#22250-222859, including Code 31 of Federal
Regulations10.6(g), continuing education rule 88@jering
maintenance of attendance records, retention gfrano
outlines, qualifications of instructions of insttaxs and length
of class hours. This does not constitute an endwsetby these
groups.
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What are the benefits of joining your local chapter
of CSTC?

Keep abreast of tax laws with our professional
education monthly meetings, seminars, workshops or
a basic 60-hour tax course. We also offer tune-up
workshops just prior to tax season. Education is
discounted for members and is offered in locations
throughout California. Members also receive a
monthly newsletter from their chapter.

Receive assistance from other tax professionals
with: researching tax laws, dealing with IRS, FTB,
SBOE and EDD issues, practice management
techniques to expand your business, professional
assistance in selecting library, software & hardwar
products. Get to know other professionals in your
community.

CSTC SOCIETY www.cstcsociety.org
The latest Reporter is available online now!

Do not forget to log into the society web pagetfor
latest news, you can also view and print the reppand
be sure to check out the members’ only page ardtiwul
boards

Past editions of the newsletter for our Chapteioaréne
atwww.cstcsociety.org/HIGHDESERG@lick on the
Calendar/News link to view the education schedatas$
issues of the newsletter.

Anyone planning to attend a board meeting may cbnta
any board member to confirm their attendaidee next
board meeting will be held December 2nd, 12:30pm at
Lil’ Bit O’ Country Cafe.

To assure timely delivery of your monthly newslette
please notify Lori LaPlante of any change of adglres
phone number or email address.

Come and Join us at a Dinner meeting!!

We always look forward to seeing all our membeekeT
advantage of the opportunity to learn something aew
just refresh your knowledge on some interestinicsop

REMINDER Wear your badge to be eligible for the
drawing. If you do not have a badge, please telie
LaDow, so she can order one for you. If you hagt |
your badge, replacements are available at a cé&t®00,
due at the time of ordering.

Looking for additional CPE?

There will be training held:

Wednesday, January 12, 2011 during the day at
Edward Jones in Apple Valley.

Subject: Getting Ready for Busy Season-Individual
& Business Compliance & Tax Form Issues. 3 CPE
for $65 which includes lunch & course materials.

For more information contact:
John J. Doran, AAMS
Investment Representative
19015 Town Center Dr. Ste 205
Apple Valley, CA 92308
Bus. (760) 240-8720
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Tax Changes for Small Businesses

FS-2011-02, January 2011

During 2010, new laws, such as the Affordable
Care Act and the Small Business Jobs Act of 2010,
created or expanded deductions and credits thdt sma
businesses and self-employed individuals should
consider when completing their tax returns and
making business decisions in 2011.

Health Insurance Deduction Reduces Self
Employment Tax

With the enactment of the Small Business Jobs Act
of 2010, self-employed taxpayers who pay their own
health insurance costs can now reduce their net
earnings from self-employment by these costs.
Previously, the self-employed health insurance
deduction was allowed only for income tax purposes.
For tax year 2010, self-employed taxpayers can also
reduce their net earnings from self employment
subject to SE taxes on Schedule SE by the amount of
self-employed health insurance deduction claimed on
line 29 on Form 1040.

Taxpayers can claim the self-employed health
insurance deduction if the insurance plan is
established under their business and if any of the
following are true:



» They were self-employed and had a net profit for
the year,

* They used one of the optional methods to figure
net earnings from self-employment on Schedule SE,
or

» They received wages from an S corporation in
which the taxpayer was a more-than-2-percent
shareholder.

During tax year 2008, the most recent year for
which data is available, the self-employed health
insurance deduction was claimed on 3.6 million tax
returns, reducing taxpayers’ adjusted gross incomes
by $21 billion.

Small Business Health Care Tax Credit

In general, the Small Business Health Care Tax
Credit is available to small employers that pay at
least half of the premiums for single health insgea
coverage for their employees. It is specifically
targeted to help small businesses and tax-exempt
organizations that primarily employ moderate- and
lower-income workers.

Small businesses can claim the credit for 2010
through 2013 and for any two years after that.t&wer
years 2010 to 2013, the maximum credit is 35 péi
of premiums paid by eligible small businesses &nd 2
percent of premiums paid by eligible tax-exempt
organizations. Beginning in 2014, the maximum tax
credit will increase to 50 percent of premiums paid
by eligible small business employers and 35 percent
of premiums paid by eligible tax-exempt
organizations.

The maximum credit goes to smaller employers —
those with 10 or fewer full-time equivalent (FTE)
employees — paying annual average wages of
$25,000 or less. The credit is completely phased ou
for employers that have 25 or more FTEs or that pay
average wages of $50,000 or more per year. Because
the eligibility rules are based in part on the nembf
FTEs, not the number of employees, employers that
use part-time workers may qualify even if they
employ more than 25 individuals.

Eligible small businesses will first use Form 8941
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to figure the credit and then include the amourthe
credit as part of the general business crediton it
income tax return.

The IRS has developedrage on IRS.godevoted
to this credit with answers to frequently asked
guestions and with explanations of the credit thhou
various tax scenarios.

General Business Credit for Employers

The general business credits of eligible small
businesses in 2010 are not subject to alternative
minimum tax The new law allows general business
credits to offset both regular income tax and
alternative minimum tax of eligible small businesse
as described in Section 2012 of the Small Business
Jobs Act. The provision is effective for any gemhera
business credits determined in the first taxabbg ye
beginning after December 31, 2009, and to any
carryback of such credits. For a list of the gehera
business credits, sé®rm 3800

Small Businesses Can Benefit from Higher
Expensing / Depreciation Limits

For tax years beginning in 2010 and 2011, small
businesses can expense up to $500,000 of th&&rst
million of certain business property placed in sggv
during the year.

In general, businesses can choose to treat the cost
of certain property as an expense and deductlitein
year the property is placed in service instead of
depreciating it over several years. This propesty i
frequently referred to as section 179 propertyeraft
the relevant section in the Internal Revenue Code.

Section 179 property is property that you acquire
by purchase for use in the active conduct of your
trade or business, including:

» Tangible personal property.

« Other tangible property (except buildings and
their structural components) used as:

1. An integral part of manufacturing, production,
or extraction or of furnishing transportation,



communications, electricity, gas, water, or sewage
disposal services;

2. A research facility used in connection with any
of the activities in (1) above; or

3. A facility used in connection with any of the
activities in (1) above for the bulk storage ofdibie
commodities.

« Single purpose agricultural (livestock) or
horticultural structures.

« Storage facilities (except buildings and their
structural components) used in connection with
distributing petroleum or any primary product of
petroleum.

* Off-the-shelf computer software.

Section 179 property generally does not includd,lan
investment property (section 212 property), propert
used mainly outside the United States, propertg use
mainly to furnish lodging and air conditioning or
heating units.

The Small Business Jobs Act (SBJA) of 2010
increases the section 179 limitations on expensing
depreciable business assets for tax years begiming
2010 and 2011 and expands temporarily the
definition of section 179 property, for tax years
beginning in 2010 and 2011, to include certain
qualified real property a taxpayer elects to teesat
section 179 property. Qualified real property means
gualified leasehold improvement property, qualified
restaurant property, and qualified retail improveme

property.

The $500,000 amount provided under the new law
is reduced, but not below zero, if the cost of all
section 179 property placed in service by the
taxpayer during the tax year exceeds $2 million.

For tax years beginning in 2012, the maximum
amount is $125,000; before enactment of the 2010
tax relief legislation, it was set at $25,000.

Depreciation limits on business vehicles

The total depreciation deduction (including the
section 179 expense deduction and the 50 or 100
percent bonus depreciation) you can take for a
passenger automobile (that is not a truck or a van)
you use in your business and first placed in seriic
2010 is increased to $11,060. The maximum
deduction you can take for a truck or van you use i
your business and first placed in service in 2@10 i
increased to $11,160. If you do not take any bonus
depreciation for the passenger automobile, truck, o
van you use in your business and first placed in
service in 2010, the maximum deduction you can
take for a passenger automobile is $3,060 and for a
truck or van is $3,160.

50 or 100 Percent Bonus Depreciation

Generally, businesses can take a special
depreciation allowance to recover part of the obst
qualified property placed in service during the tax
year. The allowance applies only for the first year
you place the property in service.

Businesses that acquire and place qualified
property into service after Sept. 8, 2010 can now
claim a depreciation allowance of 100 percent ef th
cost of the property. The property must be placed i
service before Jan. 1, 2012 (Jan. 14, 2013 indke ¢
of certain longer-lived and transportation propgrty
Businesses that acquire qualified property during
2010 on or before Sept. 8, 2010 can claim a
depreciation allowance of 50 percent of the cost of
the property. The property must be placed in servi
before Jan. 1, 2013 (Jah 2014 in the case of cert:
longer production period property and for certain
aircraft.)

The allowance is an additional deduction you can
take after any section 179 deduction and before you
figure regular depreciation under MACRS for the
year you place the property in service. The tygdes o
property that can be depreciated are describ&3n
Publication 946How to Depreciate Property.




