
Maximize Growth By

Managing Your Taxes



Small Business Jobs Act of 2010

• Section 179 Expensing Limits Increased

– Small can elect to write off the cost of capital costs up to $500,000 of 

qualifying property placed in service in 2010

– The annual expensing limit is reduced if total qualifying property 

placed in service exceeds $2,000,000

– Up to $250,000 of qualifying leasehold improvement property, – Up to $250,000 of qualifying leasehold improvement property, 

qualified restaurant property, and qualified retail improvement 

property

• 50% Bonus Depreciation Extended through 2010

• First Year Passenger Auto Cap increased by $8,000

– Auto deduction limited to $11,060/Light trucks limited to $11,160



Small Business Jobs Act of 2010

• Deduction for Start-up Expenses Increased to $10,000 and 

phase-out threshold increased to $60,000

• General Business Credits for Eligible Small Business

– $50 million or less avg annual gross receipts for past three years– $50 million or less avg annual gross receipts for past three years

– Unused general business credits can be carried back 5 years

– Can offset both regular tax and AMT

• Health Insurance Costs allowed in calculating self-

employment tax



Small Business Jobs Act of 2010

• S Corporation holding period for built-in gains tax reduced to 
5 years for appreciated assets while a C-Corporation 
– Tax year beginning in 2011

– Fifth tax year in recognition period precedes tax year beginning in 
2011

• Under long-term contract accounting bonus depreciation is 
not taken into account as a cost

• 100% Exclusion of Gain from Qualified Small Business Stock
– Acquired between 9/28/10 – 12/31/10

– Held 5 years



Hiring Incentives to Restore 

Employment Act

• Payroll tax holiday

– Stimulate employers to hire worker unemployed for at 
least 60 days (no more than 40 hours worked)

– Exemption of employer’s share of social security tax 
(6.2%)  on wages paid by 12/31/10(6.2%)  on wages paid by 12/31/10

– No minimum number of hours (so applies to PT)

– Not related to employer or household employers

– Cannot use with WOTC program

– Replacement employee if left voluntarily or by cause

– Employee certifies by signing affidavit (Form W-11)



Hiring Incentives to Restore 

Employment Act
• Up to $1,000 Credit for 2011 for each “Retained 

Worker”
– Must be employed by 12/31/10

– Retained during 52 consecutive weeks

– Credit is the lesser of $1,000 or 6.2% of wages paid to the 
retained worker ($16,129.03)retained worker ($16,129.03)

– Wages paid in the last 26 weeks must equal at least 80% of 
the wages paid in the first 26 weeks

– Credit is to be taken on the 2011 tax return

Potential employees to hire college students, retired workers,  
or stay at home parents



2010 Health Care Act

• Small Business Health Insurance Tax Credit

– No more than 25 full-time equivalent employees with annual average 

wages of no more than $50,000

– Must cover 50% of total premium cost of health insurance

– Credit is generally 35% of employer’s non-elective contributions 

towards qualifying health insurancetowards qualifying health insurance

– Self-employed individuals (or their family), 2% S-Corporation 

shareholders, and 5% owners are not considered employees 

– Credit is available against AMT

• Dependent coverage extended for children under age 27

• Adoption Credit extended through 2011, increased by $1,000, 

and is now refundable.  (Obama proposed to permanently 

extend credit and refundability of credit)



Tax Cuts Expiring December 31, 2010

• Income Tax Rates for Individuals

• Long Term Capital Gains and Dividends Rates

• Dependent Care Credit

• Child Tax Credit• Child Tax Credit

• Higher Education Deduction

• Student Loan Interest Deduction

• Estate & Gift Taxes



Tax Policy Center Table of Tax Rate Comparison (http://taxpolicycenter.org/taxtopics/TCE_parameters_2011.cfm)



Tax Planning Strategies
• Assuming tax rates will remain unchanged

– Accelerate deductions by paying before 12/31
• State estimated tax payments/increase withholding if potential 

underpayment penalty

• 1/2011 mortgage payment

• Donations 

– Donate Appreciated Stock– Donate Appreciated Stock
• Deduct full value of stock, but not taxed on appreciation

– Rollover IRA to Roth
• You can elect to include the entire amount on 2010 return or spread 

the income over two years

– Take advantage of 0% long-term gains rate
• Taxpayers in the 10% & 15% income tax brackets enjoy tax free gains 

on sale of assets held for more than one year



Tax Planning Strategies

– Sell Losers

• Capital losses you incur offset your gains and up to $3,000 in other 

income.  Excess carries over to 2011. 

• Wash/Sale Rules may bar the loss if you buy the identical security 

within 30 days before and after the sale.

– “Bunching”

• If your itemized deductions are close to the standard deduction, try to 

delay or accelerate deductions to fall in the same year.  Example: 

annually give to charity – in year one delay payment until January, in 

year two make payment in December

– Consider AMT

• If you are subject to AMT accelerating some deductions won’t help



Tax Planning Strategies

• Assuming tax rates will increase
– Securities

• Selling long-term securities before 12/31 allows reduced tax rates

• Buying the same security will increase basis so when sold in the future the 
smaller gain or if a loss will be at ordinary income rates

– Accelerate income – make collection calls on receivables for cash basis 
taxpayerstaxpayers

– Delay paying expenses until January

– Defer loss transactions – utilizing ordinary rates in future years

– Roth Conversion – consider including 100% on 2010 return

One disadvantage to accelerating income or deferring loss is the 
impact on deductions that are limited based upon AGI such as medical 
expenses and miscellaneous itemized deductions



Rollover to a ROTH IRA
12/15/10 4/15/11 10/15/11 11/16/11

IRA to Roth Extension     “Recharacterize” “Reconversion”

Conversion or File Return Amend/File Return

Time allowed to determine 

tax rate changes and to 

analyze whether to include 

Market analysis time.  If 

market drops significantly 

consider recharacterizing

Required time before 

reconversion is 

available after analyze whether to include 

entire amount in 2010 

return or include on 2011 

and 2012 returns

consider recharacterizing

then do a reconversion at a 

lower market rate to reduce 

tax impact

available after 

“Recharacterization” is 

completed

Converting to a Roth IRA in 2010 allows a taxpayer 10 months to determine if the full 

amount should be included in 2010, elect to include half in 2011 and 2012 or 

“unconvert” if the market declines.  

Taxpayer should consider if they have funds outside retirement accounts to pay the tax 

otherwise an additional 10% tax is assessed for amounts withdrawn to pay tax. 



Roth Conversion Example

100 % taxable in 2010:

Roth Conversion $50,000

Tax Rate 25%

Total Tax $12,500

Elect 50% in 2011 & 2012:

Roth Conversion $50,000

Tax Rate 28%

Assuming tax rates increase a taxpayer can 

save $1,500 in tax by including 100% on the 

2010 tax return.

If extending the lower tax rates for one year 

the electing to include the rollover in 2011 

and 2012 the savings would only be $750.  

One benefit to electing though is the 

additional time to save money to pay the tax 
Tax Rate 28%

Total Tax $14,000

50% each year 50%

$7,000 each year $  7,000

additional time to save money to pay the tax 

by 4/15/2012 & 4/15/2013.

Taxpayers have until 10/15/11 to “undo” the 

transaction if they choose.  A taxpayer can 

decide to Recharacterize then reconvert 31 

days later if market values have dropped.  

Assuming the market drops 15% the tax 

savings is $600 even though at higher tax 

rates.  Must include entire conversion in 2011 

(50% in 2011/2012 election not available).

Recharacterize for Market Decline:

MV 10/15/11 $42,500

Tax Rate 28%

Total Tax $11,900


