March 2009
Form 990 Makeover
This filing season, larger nonprofit organizations must begin using a substantially overhauled version of Form 990, Return of Organization Exempt from Income Tax, to report information about their operations during the 2008 tax year.  The revised form consists of an 11-page core form and 26 schedules that pertain to specific areas.

The IRS is phasing in the new Form 990 over three years.  The table shows the filing thresholds during the transition period.  Organizations whose gross receipts or total assets are less than the amounts shown generally must file Form 990-EZ or Form 990-N (e-Postcard).

Because Form 990 is publicly available, potential donors may scrutinize the information a charity presents when making contribution decisions.  The front page provides a snapshot of key financial and operating information.  It is followed by a Statement of Program Service Accomplishments.  Schedule D presents supplemental financial statements, and Schedule O allows organizations to supplement responses provided in other areas of the form.

Other major changes include enhanced reporting of:

· Executive compensation, including questions about expense reimbursement policies (Schedule J).
· Transactions with interested persons (Schedule L)

· Transactions with related organizations and unrelated partnerships (Schedule R).

The new Form 990 also includes a section on governance.  It asks if the organization has independent directors, a conflict of interest policy, written documentation of board meetings, a whistle-blower policy regarding document retention and destruction.

Form 990 Filing Thresholds

Tax Year


Gross Receipts


Total Assets

2008



$1 million or more


$2.5 million or more

2009



$500,000 or more


$1.25 million or more

2010 and later


$200,000 or more


$500,000 or more

Insurance for Ill Students
Soon, college students will no longer have to worry whether their health insurance will continue if they become seriously ill or injured.  In October 2008, President Bush signed “Michelle’s Law,” which requires group health insurance plans to continue coverage for up to one year for all full-time, post-secondary students who take a medical leave that causes them to lose their full-time status.  The law is effective for plan years beginning on or after October 9, 2009.
In order to receive continued health-care coverage, a student must be:

· Full-time prior to the first day of medical leave

· A dependent of a participant in the health-care plan

· Enrolled in the plan on the first day of the leave

Students who qualify are entitled to the same benefits they had before taking the medical leave of absence.

Social Security Planning – A Few Twists

When should you start collecting Social Security?  A permanently reduced benefit is available as early as age 62.  Your “full” benefit becomes available if  you wait until your “full retirement age” – ranging from 66 to 67 for those born in 1943 or later.  Delay Social Security beyond your full retirement age, up to age 70, and you’ll receive a larger benefit amount.  Married individuals generally may receive the higher of their own Social Security worker’s benefit or a spousal benefit equal to 50% of their spouse’s benefit.


If retirement is getting closer, you probably know these basic rules.  But there are a few “twists” in the rule that can be useful in certain planning situations.
Start with Spousal Benefit, Switch to Worker’s Benefit
Suppose you’re still working when you reach full retirement age, and your spouse is already collecting Social Security.  If you file for your worker’s benefit now, you’ll pass up a chance to earn delayed retirement credits.  Instead, you could claim a spousal benefit at full retirement age and then file for your higher worker’s benefit when you retire (or reach age 70).

Claim, Then Suspend
Now assume your spouse has just reached full retirement age and wants to start collecting a spousal benefit based on your earnings record.  The problem:  Although you’ve reached your full retirement age, you haven’t filed for Social Security because you want to earn delayed retirement credits.  To make it possible for your spouse to collect a spousal benefit, you could go ahead and claim your benefit.  Then, once your spouse starts receiving payments, suspend your benefit.  That way, you’ll continue to build up delayed retirement credits (until age 70).

Start, Repay, Start Over


Last, let’s say you started collecting Social Security at age 62.  Now you wish you’d waited so that you’d receive a higher benefit amount.  If you file Form 521 and repay the money you’ve collected, the Social Security Administration will treat you as if you had never filed for benefits.  You can then reapply for benefits.  But keep in mind that you’ll be out of pocket the amount you’ve repaid – and there are no guarantees you’ll live long enough to receive those funds back.
The Office, Next Generation
When it comes to cost-cutting measures, it’s good to think outside the ox.  You may even want to think “outside the building” – and make the switch to a virtual office.  Imagine the boost to your cash flow if you could cut or eliminate your mortgage or lease payments.

Real World Options

The term “virtual office” has several interpretations.  In some cases, it refers to an executive suite:  a physical space that provides a shared receptionist and a pool of office equipment.  Meeting rooms can be rented as needed.  The term is also used by companies that provide phone and messaging services (by real or cyber assistants) but no meeting space.

Do It Yourself 


In its purest form, however, a virtual office is one that exists when employees from various locations are able to use technology to accomplish their jobs by communicating and collaborating over the Internet.  If you or your employees are tech-savvy, you can set up your own virtual office.  Or you can contract with an application service provider (ASP) that can supply the necessary tools.


Except a learning curve if you “go virtual.”  You may have to set new employee work policies.  Be especially clear about your expectations regarding employee accessibility.
Tangible Benefits

In addition to eliminating your rent or lease payment you and your employees will save on commuting costs.  There could also be some quality-of-life improvements, such as less stress and a better work-life balance.

Trimming Travel Dollars
If travel is a necessity in your business, watching your costs and reviewing your policies could net considerable savings.  Here are some suggestions.

Rethink all travel plans.  With phone-and-video-conferencing tools, it’s not always necessary to leave town.  If a trip is necessary, juggle your schedule and combine it with another required trip to the same city or region.

Deepen your discounts.  Airlines and hotels may be willing to give your company frequency discounts.  If you have a deal, make sure your employees take advantage of it.  If you don’t have a deal, ask for one.  For an even better “discount”, allow traveling employees to stay with friends and family.
Review your travel policies.  Make sure that all travel charges and reimbursement requests are reviewed.  If you haven’t done so already, eliminate cash advances.  Company credit cars are a much more efficient way of financing business travel.
Net Operating Loss May Be a Refund Opportunity
If your business had a net operating loss (NOL) for 2008, it may be possible to secure a refund of taxes paid for prior years.  How?  By carrying the NOL back to offset taxable income during the applicable carryback period.

How Far Back?
In general, net operating losses are carried back two years.  For example, a 2008 loss if carried back to 2006.  If the loss is not completely absorbed, the balance of the loss is then carried back to 2007.

The tax law provides a longer carryback period in certain situations.  For example, the carryback period is 10 years for NOLs attributable to product liability losses.  Small businesses and farms may carry back losses attributed to federally declared disasters three years.  Other farming losses may be carried back five years.  And, for 2008 and 2009 only, a five-year carryback period is available for NOLs stemming from a disaster casualty loss deduction.  
Going Forward
What happens if there is still a portion of an NOL, left after carrying it back?  In this situation, the tax law allows the taxpayer to carry the balance forward to offset taxable income in future years (maximum carryforward of 20 years).
Example.  Acme incurred a $75,000 loss of its 2008 tax year.  During the previous two years, the company’s taxable income was $54,000 (2006) and $20,000 (2007).  By carrying back the loss to 2006 and 2007, Acme secures a refund of taxes paid for those years.  The company may carry the unused loss of $1,000 forward to offset future taxable income.
Special Election


A company also may elect to forgo the NOL carryback period and instead carry the NOL forward.  This election is sometimes beneficial, for example, when a business anticipates a large profit and a correspondingly high tax bill the next year.
Client Line Items
The Worker, Retiree, and Employer Recovery Act of 2008 has waived “required minimum distributions” (RMDs) from individual retirement accounts and other tax-deferred retirement plans for 2009.  Annual RMDs are generally required after an account owner reaches age 70-1/2.
The standard mileage rates for 2009 are 55¢ per mile for business travel and 24¢ per mile for use of a car to secure medical care or in connection with a move that qualifies for the moving expense deduction.  The 14¢ per mile rate for driving a car in service of charitable organizations is not adjusted for inflation.
Leisure time was in shorter supply last year, according to a Harris poll of American adults.  The median number of leisure hours that respondents said they had available to them each week was 16 hours, a 20% decline from 2007.
Large-company senior executives surveyed by Accountemps were asked what they viewed as the best remedy for low employee morale.  Almost half (48%) cited communication, 19% said recognition programs, and 13% cited monetary awards for exceptional performance.
Client Profile
Dennis and Kim retired three years ago.  They thought they had saved enough, but recent market downturns and higher than anticipated living expenses have depleted a fair amount of their savings.  
When Kim and Dennis retired, they believed they were set financially.  Unfortunately, things haven’t turned out as they’d planned.  The rent on their apartment has risen every year, their prescription drug costs have more than tripled, and their investments in the stock market, including those in Dennis’ 401(k) plan, have sustained substantial losses.
Kim and Dennis were unrealistic about how much income they would need to cover their retirement expenses.  They assumed their expenses would be minimal once they stopped working.  Dennis and Kim are spending less on some things, like eating out and commuting.  But other expenses have filled the void.  If the couple had created a budget based on better estimates of their actual expenses, they might have realized they were cutting it too close.

Fortunately for the couple, unlike many retirees, Kim receives a monthly pension from her employer.  And both Kim and Dennis receive Social Security benefits.  However, their income doesn’t always cover their expenses, and they have been forced to dip into their savings more than they would like.

Preparation for life without a regular paycheck should start well before you retire.  You should estimate your retirement income needs early in your career and periodically thereafter in order to set realistic savings and investment goals.  If you’d like help planning for your retirement, please call.

Questions and Answers
Q.   We just found out that there’s a corporation with the same name as ours doing business in a neighboring state.  Is that possible?
A. Since the paperwork for incorporating a business is done at the state level, it is possible that there is another corporation with the same name as yours operating in another state.  To help avoid such complications, start-up businesses should consider checking the status of their proposed corporate names in all states in which they anticipate doing business.
Q.  My daughter is looking for a new job.  Will she be able to deduct her job-search expenses?
A.  If your daughter is seeking employment in the same trade or business, her expenses may be deductible as a miscellaneous itemized deduction, subject to a “floor” equal to 2% of her adjusted gross income.  (Only the amount of miscellaneous expenses exceeding the income floor is deductible.)  Job-search expenses are not deductible if there has been a substantial break in employment or if a person is looking for a job for the first time.
