Online Advisor – November 2014
Major Tax Deadlines
For November 2014
During November: It's wise to estimate your 2014 income tax liability and review your options for
minimizing your 2014 taxes. Call us if you would like to schedule a tax-planning session.
Note: Businesses are required to make federal tax deposits on dates determined by various factors
that differ from business to business.
Payroll tax deposits: Employers generally must deposit Form 941 payroll taxes (income tax withheld
from employees' pay and both the employer's and employees' share of social security taxes) on either
a monthly or semiweekly deposit schedule. There are exceptions if you owe $100,000 or more on any
day during a deposit period, if you owe $2,500 or less for the calendar quarter, or if your estimated
annual liability is $1,000 or less.
* Monthly depositors are required to deposit payroll taxes accumulated within a calendar month by
the fifteenth of the following month.
* Semiweekly depositors generally must deposit payroll taxes on Wednesdays or Fridays, depending on
when wages are paid.
For more information on tax deadlines that apply to you or your business, contact our office.

What's New in Taxes
Consider some year-end moves to cut your 2014 taxes
The holiday season will soon be upon us. Before you settle in to enjoy family, friends, and good food,
take a look at steps you can still take to minimize your 2014 tax liability. Here are some possibilities.
* Make your January mortgage payment before December 31 to squeeze an extra interest deduction
into 2014.
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* Make tax-free gifts to use your annual gift tax exclusion for 2014. This year you can give up to
$14,000 to as many individuals as you like without tax consequences. These gifts to individuals are not
deductible by you; nor are they taxable to the recipients.
* Review your investment portfolio to determine whether you'll want to sell some investments before
year-end to offset gains or losses taken earlier in 2014.
* If a wedding or divorce is in your year-end plans, be aware that your marital status as of December
31 determines your tax status for the whole year. Changing the dates of a year-end event may save
taxes. Even though the tax law currently provides some relief from the marriage penalty, it does not
completely eliminate it.
* Review the deductions you plan to take for 2014. If you're close to the cutoff point between
itemizing or taking the standard deduction, consider the advantage of bunching your deductible
expenses every other year. You can then alternate between itemizing one year and taking the standard
deduction the next, saving tax dollars by doing so.
* If you are helping to support an elderly parent, your college-age child, or others, check the
requirements that you must meet to take a dependency exemption for this year. You may need to
make some year-end adjustments to qualify for taking the exemption.
To discuss these or other tax-cutting moves you might want to consider, give us a call now before it's
too late to act.

Caregivers could qualify for tax breaks
When you're focused on the rewards and stresses of taking care of a parent or family member who can
no longer manage on their own, it's likely you're not thinking of tax benefits. Yet you might qualify for
breaks that can reduce your year-end bill.
Here are three benefits to keep in mind as you gather information for your 2014 federal income tax
return.
* Dependency exemption. Did you provide over half the support for a loved one during 2014? If so, and
that person's income is less than $3,950, you may be able to claim a dependency exemption.
Remember that tax-exempt social security is not included when figuring your loved one's income.
Tip: This break is also available even if the dependent parent lived in a nursing home during the year.
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For 2014, the amount you can claim for each dependent is $3,950. More than one family member can
qualify as a dependent as long as the income and support tests are met.
* Medical expense deduction. When you itemize, you can claim expenses you paid for a dependent
relative. If you provide over 50% of the support for your relative, the expenses may be deductible even
when that person is not a dependent.
What happens if you can't meet the 50% threshold? When medical expenses are paid by multiple
family members, you can choose who gets the deduction by completing a multiple support agreement
(Form 2120).
* Dependent care credit. You may be eligible for the dependent care credit when you pay for home
care or daycare for a physically or mentally disabled person who lives with you. You must have earned
income to claim the credit, which can be as much as $1,050 in 2014.
Please give us a call if you would like details about tax benefits available to caregivers.

New Business
Pre-tax health insurance payments no longer allowed
A reminder to employers: Effective January 1, 2014, you may no longer reimburse employees for their
individual health insurance policies or pay the premiums directly to the insurance company on a pretax basis.
Employers that continue to pay employee's premiums or reimburse their payment must include these
amounts in the employee's taxable wages or be subject to substantial penalties. Only if the employer
offers a group plan can pre-tax dollars be used for health insurance premiums.

Accurate inventory numbers are important
For many companies, inventory is a significant dollar amount on the company's financial statements.
So it's crucial that recorded inventory balances reflect actual values. When such accounts aren't
properly stated, the cost of goods sold and current ratios - numbers that often matter to decision
makers - may be skewed. If banks discover that your company's inventory accounts are overstated,
they may not extend credit. If, when necessary, inventories aren't "written down" (their values
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lowered in the accounting records), fraud may go undetected or the company's net profits may appear
unrealistically rosy.
Inventories decline in value for a variety of reasons. You might be in the business of selling electronic
equipment to retail customers. Over time, yesterday's "latest and greatest" gadgets become today's
ho-hum commodities. Such goods still have value, but they can't be sold at last year's prices. Your
inventory is experiencing "obsolescence."
Inventory "shrinkage" is another term that's often used to describe declining inventory values. Let's say
you run a construction materials company. Unbeknownst to you, a dishonest supervisor is skimming
goods from your shelves. A periodic inventory count that's compared to your company's general ledger
might show that inventory is declining faster than it's being sold. As a result, you may decide to
investigate and to reduce inventory values in your accounting records.
Other examples of shrinkage might include a retail store that loses inventory due to shoplifting or a
warehouse facility that's hit by a storm. In both cases, inventories may need to be written down in the
company books to more accurately reflect actual values. Under another scenario, a shady supplier
might bill your company for goods that aren't actually shipped or received. Your inventory may end up
being overstated.
For some companies, several sources feed into inventory values. A manufacturing concern, for
example, might add all the expenses needed to prepare goods for sale - including factory overhead,
shipping fees, and raw material costs - into inventory accounts. When those supporting costs fluctuate,
inventory accounts are often affected.
To ensure that your inventory numbers remain accurate, it's a good idea to conduct regular physical
counts and routinely analyze the accounts for shrinkage, obsolescence, and other evidence of
diminishing value.

What's New in Finances
Don't forget your 2014 required minimum distribution
If you're over 70½ years old, you generally have to take a minimum distribution from your IRA by
December 31 or face a substantial penalty.
How much do you have to take out of your retirement account? That depends on the balance in your
account (or accounts) on December 31, 2013, and your age on your birthday in 2014. Your spouse's age
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can also affect how much you're required to withdraw in situations when your spouse is the sole
beneficiary of the account and is more than ten years younger than you.
You can always withdraw more than the required amount. Just remember that each year's RMD stands
on its own, and any excess you take this year has no effect on your 2015 RMD.
If you just turned 70½ this year, you can either take your first required minimum distribution by
December 31, or you can wait as long as April 1, 2015, to take the first distribution. Keep in mind that if
you wait, you'll have to take two distributions in 2015.
Unless you're still working, these RMD rules also apply to other retirement plans, such as 401(k)s.
Note, however, that no distribution requirements apply to Roth IRAs.
Call now to make sure you're in compliance with the RMD rules.

Got debt? To build a healthier financial future, utilize only good debt
You've got debt! The question is, do you have good debt or bad debt? Even more important, how do
you tell the difference before you take on any more? Here are two questions to ask before incurring
any debt.
1. What are the benefits of taking on this debt? Avoiding all debt seems like good advice. But good
debt can enhance your financial situation. For instance, loans that fund a college or graduate degree
may result in a higher salary. That's debt with a lasting, tangible benefit.
Likewise, a mortgage for a home or rental property can increase your wealth by providing the
opportunity for growth of capital and income.
Good debt can also have secondary advantages, such as the potential for tax deductibility of interest
on student loans and home mortgages.
Bad debt, on the other hand, generally strains your cash flow without providing an offsetting
advantage.
2. Does the cost exceed the benefit? As a general rule, good debt provides a return that's greater than
the total amount you'll end up paying. Caution: Remember that your total outlay will be the stated
price plus finance charges.
For example, suppose you need to buy a car. A moderately priced vehicle financed with a short-term
loan can still have value when the payments end. That falls within the definition of good debt. But with
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today's longer terms of five to eight years, your loan might outlast the car. High interest rates and the
longer payback period on "stretch" loans can bump your total outlay into bad debt territory.
Credit card debt poses the same peril. Charges you intend to pay back in full at the end of the month
may not be a problem. But a restaurant meal, a vacation, or a Christmas splurge can get very expensive
once you include the interest charged when you carry a balance on your credit card.
Good debt or bad? Recognizing the difference can lead to better money management - something you
need if you want to improve your financial situation.

----------------------------------------------------------------------------------------------------------------------------------------

The information contained in this newsletter is of a general nature and should not be acted upon in
your specific situation without further details and/or professional assistance. For more information on
anything in the Online Advisor, or for assistance with any of your tax or business concerns, contact our
office.
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