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Tax Planning in
Uncertain

Economic Times

Accounting
at aGlance

By Jim Van Houten

As we head into the final days of the year and
prepare to close the book on 2011, it's still
possible to potentially lower your taxes and

head into 2012 with a few extra bucks in your
bank account. As of the writing of this article,
2012 federal tax rates are scheduled to remain at
2011 levels; therefore, much of the tax planning
that can be done at year-end is predicated simply
on timing. For example, a cash basis taxpayer can
accelerate the payment of expenses or defer the
receipt of income to lower taxes for 2011, but this
benefit generally comes at the cost of less deduc-
tions or more taxable income in 2012. Since rates
are scheduled to stay the same and tax savings
could be achieved sooner, this scenario may make
sense. On top of that, taxpayers can still take
advantage of beneficial tax provisions that expire
at the end of 2011.

Tax planning for individuals in 2012 may be
trickier because of the expiration of the Bush-era tax
cuts at the end of 2012 that's again looming on the
horizon. Couple that with a new 3.8 percent surtax
on net investment income that comes into play in
2013 for individuals with adjusted gross income
(AGI) above $200,000 and married couples filing
jointly with AGI over $250,000 and you've got a
perfect storm of tax changes, highlighted in the
below chart. (Note: For wages or self-employment
earnings in excess of these similar threshold
amounts, an additional 0.9 percent payroll tax is
also applicable). In fact, it may even make more
sense to accelerate income and defer expenses in
2012 as the savings from the lower tax rates could
likely outweigh the benefit of deferring taxable
income to 2013.

Opportunities for Businesses in 2011 and 2012
Generous depreciation provisions enacted to

promote capital investment are scheduled to be
scaled back starting in 2012 and then further dimin-
ished in 2013. For 2011, bonus depreciation allows

for 100 percent of the cost for qualified assets
acquired and placed into service to be immediately
deducted. For 2012, this immediate deduction
declines to 50 percent of the cost of qualified assets.
The deduction expires completely at the end of
2012. Thus, if significant asset purchases are
planned, it’s critical to consider the timing of the
purchase in light of the upcoming changes.

Another reason to consider accelerating asset
purchases is the Section 179 depreciation deduc-
tion. For qualifying assets acquired in 2011, this
deduction is $500,000. It decreases dollar-for-dollar
when total depreciable assets purchased exceed $2
million. This deduction is scheduled to decrease to
$125,000 for 2012 and revert to $25,000 for 2013
and later.

Through 2012, qualified dividends will be taxed
at 15 percent, similar to long-term capital gains. C
corporations (and S corporations with undistributed
C corporation earnings) might consider distributing
dividends to shareholders prior to the end of 2012,
particularly in light of the significantly higher tax
rate on dividends scheduled to begin in 2013.

Through 2012, C corporations can take an
enhanced deduction for contributions of certain
wholesome food inventory, computer technology or
equipment, or book inventory. The deduction is
equal to the lesser of (a) basis plus half of the prop-
erty’s appreciation or (b) twice the property’s basis.
The enhanced deduction for wholesome food
inventory is available to other types of entities but
cannot exceed 10 percent of the taxpayer’s net
income for the year. In addition, through 2012, S
corporations can deduct the fair market value of
appreciated assets contributed to charity while
reducing shareholders’ basis in the S corporation by
the assets’ basis.

Several new credits have been introduced as
economic stimulus in recent tax acts, and existing
credits may be more relevant than ever as the unem-
ployed are reentering the workforce. If your business
is hiring, providing health coverage for employees,
or simply doing business in certain federal or state
designated areas, there may be credits available that
could save your business thousands of dollars.

Opportunities for Individuals in 2011 and 2012
The current 15 percent federal long-term capital

gains rate is scheduled to go up at the end of 2012.
With the recent ups and downs in the stock market,
it's quite possible that your portfolio has some
investments that are underwater. Consider recogniz-
ing these losses before the end of 2011 to offset any
current-year gains. Even without any gains to offset,
it may make sense to recognize these losses as they
can be accumulated and carried forward to offset
future gains that would otherwise be taxed at the
higher rates starting in 2013. Along those lines, if

Please see page 34

Top Tax Rates for Individuals

Rate
2011–2012 2013* Increase

Ordinary income 35% 43.4% 24%
Long-term capital gains 15% 23.8% 59%
Qualified dividends 15% 43.4% 189%
Estate and gift 35% 55% 57%

* Includes 3.8 percent surtax on net investment income
with AGI over $200,000 (single filers) or $250,000 (joint fil-
ers). Note that net investment income doesn’t include certain
defined income or gains attributable to qualified business
holdings in flow-through entities, such as S corporations and
partnerships.
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Bessolo Haworth & Vogel LLP.
15303 Ventura Blvd., Suite 1650
Sherman Oaks, CA 91403
818-493-6650
www.bhvcpa.com

Bessolo Haworth & Vogel LLP provides
accounting & audit, tax planning &
preparation, financial planning, estate
planning and business advisory services
to privately-held businesses and their
owners. We provide an integrated
approach to your business needs, ensur-
ing both you and your business are well
taken care of at every stage. Experience
the difference of teamwork.

B&G Accounting Services
& Consulting Inc.
18607 Ventura Blvd., Suite 314
Tarzana, CA 91356
818- 827-2651
www.bgaccounting.com

Our accounting and auditing services
extend far beyond the standard issuance
of financial statements. We work with our
clients as part of their management team
to plan ahead for cash flow & financial
needs. Our services include; audits,
reviews and compilations of financial
statements, employee benefit plan audits,
income tax and accounting services,
budget preparation and analysis.

CNM LLP
21051 Warner Center Lane, Suite 140
Woodland Hills, CA 91367
(818) 999-9501
www.cnmllp.com

CNM provides a full array of account-
ing and advisory services including, finan-
cial reporting, internal audit, Sarbanes-
Oxley compliance, employee benefit plan
audits and information technology. CNM
represents clients ranging from entrepre-
neurial start-up ventures to Fortune 500
companies both publicly and privately
held, who benefit from our team’s Big 4
accounting firm expertise. CNM’s profes-
sional and personal approach focuses on
building and maintaining long-term rela-
tionships of trust.

Crowe Horwath LLP
15233 Ventura Blvd., 9th Floor
Sherman Oaks, CA 91403
818-501-5200
www.crowehorwath.com

Crowe Horwath LLP is one of the
largest public accounting and consulting
firms in the United States. Crowe assists
clients in reaching their goals through
audit, tax, advisory, risk, and performance
services. With offices coast to coast and
2,400 personnel, Crowe serves clients
worldwide as an independent member of
Crowe Horwath International.

Ernst & Young LLP
2931 Townsgate Road, Suite 100
Westlake Village, CA 91360
805-778-7000
www.ey.com

Ernst & Young is a global leader in
assurance, tax, transaction and advisory
services. Worldwide, our 152,000 people
are united by our shared values and an
unwavering commitment to quality. We
make a difference by helping our people,
our clients and our wider communities
achieve their potential.

Ernst & Young refers to the global
organization of member firms of Ernst &
Young Global Limited, each of which is a
separate legal entity. Ernst & Young Global
Limited, a UK company limited by guar-
antee, does not provide services to
clients. For more information about our
organization, please visit www.ey.com

gish SEIDEN LLP
21700 Oxnard Street, Suite 850
Woodland Hills, California 91367
818-854-6100
www.gishseiden.com

gish SEIDEN is a major local Southern
California CPA firm providing accounting,
audit, taxation and consulting services to
businesses, their owners, and other high-
net worth individuals. Please contact
Maureen O’Gara-Adford, a SFVBJ “Most
Trusted Advisor” winner, or visit
www.gishseiden.com for more info about
the firm.

Holthouse Carlin & Van Tright LLP
CAMARILLO OFFICE
400 W. Ventura Boulevard
Suite 250
(805) 374-8555
Camarillo, CA 93010
www.hcvt.com

ENCINO OFFICE
15760 Ventura Boulevard
Suite 1700
818-849-3140
Encino, CA 91436
www.hcvt.com

WESTLAKE VILLAGE OFFICE
4550 E. Thousand Oaks Boulevard
Suite 100
805-374-8555
Westlake Village, CA 91362
www.hcvt.com

As the largest CPA firm headquartered
in Southern California, HCVT has been
recognized as one of the Top 50 CPA
firms in the nation by Public Accounting
Report, named one of the Top 25 Best
Managed CPA firms in the country for six
consecutive years, and is viewed as one
of the fastest growing CPA firms in the
region. Our clients include domestic and
international real estate developers/man-

agers, manufacturers, distributors, service
entities, benefit plans and entertainment
concerns. To learn more about our firm,
please visit us at www.hcvt.com.

Hutchinson and Bloodgood LLP
101 N. Brand Blvd., Suite 1600
Glendale, CA 91203
818-637-5000
www.hbllp.com

Hutchinson and Bloodgood LLP
delivers accounting and consulting
services that maximize your wealth and
positions your business for growth.
Serving you since 1922 with a wide range
of services including assurance, tax com-
pliance and planning, technology con-
sulting, and business advisory services,
we are committed to your success. Visit
us at www.hbllp.com.

J.H. Cohn LLP
21700 Oxnard Street, 7th Floor
Woodland Hills, CA 91367
818-205-2600
www.jhcohn.com

One of the leading accounting and
consulting firms in the United States, J.H.
Cohn LLP specializes in audit, account-
ing, tax, and business consulting services
for public and private, middle-market and
entrepreneurial companies, individuals,
and not-for-profit groups.

Kelfer & Associates, LLP
17425 Chatsworth St., Suite 200
Granada Hills, CA 91344
818-832-9500
www.kelfercpa.com

Ready to feel valued? We strive to pro-
vide exemplary professional service and
are committed to our clients. We want to
meet each client’s specific needs in plan-
ning for the future and achieving their
objectives. We provide a wide range of
services to individuals and businesses in a
variety of industries.

Kirsch Kohn & Bridge LLP
15910 Ventura Blvd., Suite 1100
Encino, CA 91436-2869
818-907-6500
www.KKBCPA.com

Kirsch Kohn & Bridge LLP is a client-
focused, full service Certified Public
Accounting and Business Advisory firm
specializing in serving both individuals
and closely held companies. Our knowl-
edgeable and dedicated professionals
have focused expertise in the manufactur-
ing, aerospace, legal, not-for profit, real
estate, grocery and cosmetic industries.
We pride ourselves with providing our
clients timely responses and personalized
service.

Miller, Kaplan, Arase & Co. LLP
4123 Lankershim Blvd
North Hollywood, CA 91602
818-769-2010
www.MillerKaplan.com

Miller, Kaplan, Arase & Co., LLP, is
the largest accounting firm in the San
Fernando Valley and has provided audit,
tax and advisory services for over 70
years. Practice areas include business
management, labor organizations, 401K
plans, licensing and royalties, media and
entertainment, not for profit and private
company services.

Moss Adams LLP
21700 Oxnard Street, Suite 300
Woodland Hills, CA 91367
818-577-1900
www.mossadams.com

Moss Adams LLP is the largest
accounting and consulting firm headquar-
tered on the West Coast and the 11th
largest firm in the United States. Founded
in 1913, the firm has 21 offices and offers
integrated solutions for businesses and
business owners. Moss Adams provides
assurance, tax, consulting services, risk
management, investment banking,
transaction services and wealth services

SingerLewak LLP
21550 Oxnard Street, Suite 1000
Woodland Hills, CA 91367
818-999-9225
www.singerlewak.com

SingerLewak LLP is a leading Account-
ing firm in Woodland Hills, Los Angeles,
Orange County, Monterey Park, San
Diego and Silicon Valley. SingerLewak
has established a reputation for excel-
lence through a blend of services
including - Audit, Tax, Advisory, Business
Management, Valuations and I.T. Services.
SingerLewak's 5 Practice groups service
multiple industries and business sectors in
California.

Smith Mandel & Associates, LLP
333 N. Glenoaks Blvd., Suite 201
Burbank, CA 91502
818-556-4000
www.SmithMandelcpa.com

Smith Mandel & Associates, LLP has
been servicing the San Fernando Valley
Community since 1997. We are a full
service certified public accounting firm
offering dedicated and hard working pro-
fessionals to fill all your personalized
needs. Our services include: corporate,
partnership, and personal tax prepara-
tions, accounting, audit & bookkeeping.

ACCOUNTING AT A GLANCE DIRECTORY

you're contemplating an installment sale,
in which taxes are paid over time as pay-
ments are received, consider electing out of
installment-sale treatment to take advan-
tage of the current low 15 percent long-
term capital gains tax rate.

Estate and Gift Taxes
Through 2012, there exists an unprece-

dented planning opportunity to preserve

hard-earned wealth and pass on a financial
legacy to future generations, thanks to high-
ly favorable gift and estate tax changes
introduced late last year. Business owners
in particular, who may be postponing plan-
ning for estate taxes because a majority of
their net worth lies within the value of the
business, may be able to do more now than
ever. A carefully crafted gifting strategy
could be one way to reduce future estate
tax burden, so it would be worthwhile to
explore and pursue this opportunity before
the gift tax rates expire.

For taxable gifts in excess of the annual
exclusion ($13,000 per donee), the value of
gifts excluded from gift tax is $5 million for
2011 and will rise to $5.12 million in
2012. However, this amount is scheduled
to decrease back to $1 million on January
1, 2013. The combination of the $5 million
gift tax exemption with historically low
interest rates and potentially depressed
business values creates a unique window
of opportunity to proactively plan now and
transfer greater wealth to your heirs using
the power of leverage, discounts and cer-

tain types of trusts.
With all this in mind, tax law can

change with the stroke of a pen. Thus, it's
important to monitor
tax planning over time
to stay on top of any
changes.

Jim Van Houten
is a Partner with
Moss Adams, LLP.
Learn more at
www.mossadams.com
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