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IRS Tax Filing Reminders

v November 15 — Filing deadline 990 for fiscal year end June 30, 2013.

1099s: A little form with a painful bite

When Congress tried unsuccessfully to expand the Form 1099 filing requirements a couple of years ago,
at least one thing was accomplished. It raised awareness of an important IRS business reporting rule.
And at $100 per infraction, the penalty for ignoring this regulation can be painful.

That’s right; the IRS can fine you $100 for each 1099 form that you fail to file, up to a
maximum penalty of $1.5 million. The most common Form 1099 is the 1099-MISC, which is used
to report payments of $600 or more to vendors who provide services to your business. Examples
include payment for repairs, accounting services, consulting fees, and legal advice. Normally if
the vendor is incorporated you do not need to send them a 1099-MISC, but there is one
important exception. All payments to attorneys must be reported, whether they are
incorporated or not.

Timely filing of the Form 1099-MISC is also critical. The form must be filed with the IRS by
February 28 (unless you file electronically). But you must provide the vendor a copy of the form
by January 31. Electronic filing is optional if you file fewer than 250 forms. If you have 250 or
more forms to file, you are required to file electronically. The deadline for electronic filing is
March 31.

There are a few more twists. If you pay a vendor for parts and services, you must include the
total of both of these on your form as long as the parts or materials were incidental. If materials
were the predominate nature of the payment, they are left out. Reporting is also required if you
provide non-employees taxable fringe benefits or pay fees to your board of directors.

Looking for an easy solution to these requirements? Pay all your vendors by credit card. You do
not have to report payments made by credit or debit card, or by services like PayPal. The bank
or third-party payment provider is required to report those transactions.

There are other types of Form 1099s to watch for. A Form 1099-INT is used to report interest
payments of $10 or more to an individual in the course of a trade or business. Form 1099-R is
used by Investment companies to report distributions from retirement accounts and annuities.
And businesses that make loans are required to disclose canceled debt on Form 1099-C if the
amount is $600 or more.
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If these reporting rules leave you uncertain of your responsibilities, give our office a call. A little
attention paid now might help prevent a painful penalty later.

Kickoff of health care law for individuals

Although the employer mandate for providing health insurance coverage to workers under the
Affordable Care Act (ACA) was postponed for one year — until January 1, 2015 — the rules for individuals
remain in place, at least for the foreseeable future. What are your main rights and responsibilities under
the ACA? Here’s a brief summary.

Essentially, unless you are already covered by an employer’s plan, Medicare, or Medicaid, you're
required to obtain coverage on your own or pay a penalty. The plan is to have affordable options
available through state-operated exchanges. Some low-to-moderate income families may be eligible for
various subsidies.

e Insurance exchanges. The health care exchanges in 14 states, as well as the federal
government’s default exchange, opened for business on October 1, 2013. Coverage will be
available as of January 1, 2014, for an open enrollment period ending on March 31, 2014.

The plans offered under the health care law are divided into four categories with metallic
names: platinum, gold, silver, and bronze. Premiums range from the highest for a platinum plan
to the lowest for bronze. With a platinum plan, out-of-pocket costs such as co-payments are
lower, while these costs are higher for bronze plans.

e Tax credits. Individuals can apply for subsidies in the form of tax credits and other reductions
to offset the cost of insurance purchased on an exchange. (The tax credits are sent to the
insurance companies so individuals don’t have to pay up-front.) Credits are available to
individuals and families with income between 100% and 400% of the federal poverty level.
Therefore, the upper threshold in 2013 is $45,960 for an individual and $94,200 for a family of
four. However, even if your income falls below the threshold, you’re not eligible for subsidies if
your employer’s plan meets the coverage standards.

¢ Penalties. Beginning in 2014, failure to obtain coverage results in a penalty equal to the higher
of 1% of your annual income or a flat fee of $95 per person. The fee for uninsured children is
$47.50 per child, up to a maximum of $285 per family. The IRS has been given the responsibility
of enforcing the penalties.

Do you need more information? Visit the one-stop site for applications at healthcare.gov or call
800-318-2596.

Don’t get tripped up by a wash sale

Are you eyeing your portfolio with year-end investment loss harvesting in mind? Before you place those
sell orders, take a moment to review the “wash sale” rules.
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A wash sale occurs when you sell a stock, bond, or mutual fund and buy the same or a substantially
identical security within 30 days before or after the sale. When this happens, you’re barred from
deducting a tax loss on the sale. Instead, your cost basis of the new security is increased by the loss.

Example. Say you sell 100 shares of XYZ mutual fund at a loss of $3 per share. A week later, you regret
your decision and buy another 100 shares of XYZ fund. Your original loss of $300 will be disallowed, and
you’ll add the $300 to your cost basis in the new shares.

Be aware of a possible trap if you use an automatic purchase plan or dividend reinvestment plan. If
these plans cause you to acquire more shares of a stock or fund within 30 days of a sale, the wash sale
rules will apply to your sale.

How can you avoid a wash sale? You can avoid a wash sale if you make your purchase more than 30 days
before or after the sale date. Also, you can buy shares in a different but similar stock or mutual fund
without triggering a wash sale.

If you have questions about the wash sale rules, please call us at 513-868-8600.
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