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Financial resolution can be like a ‘dollar diet’

by Sonja Carberry

Whether they're planning for retirement
or trying to get out of debt, people making
financial resolutions can gain significantly
by looking at their money picture and stick-
ing to a plan.

According to Todd Feltz, president of
Feltz WealthPlan, the most common New
Year's resolution
not so different from getting into financial
shape.

“People need to develop a plan and stick
to it,” Feltz said. “A lot of people don’t have
a financial plan. I think it's kind of liké go
ing on a diet. You have to be accountable,
If 1 were 50 pounds overweight, I don't
think I'd be embarrassed to go to Weight
Watchers.”

A first step, according to financial plan-
ners, is to look at 401(k), investing and
savings plans to ensure they're returning
the maximum benefit,

Mark Genereux of Genereux Investment
Management said 401(k) contribution lim-
its are going up from $12,000 in 2003 to
$13,000. People older than 50 can put in
an additional $3,000, raising the limit to
$16.000.

“A lot of people set those up using a
flat dollar figure,” Genereux said. “I suggest
using a percentage so that if you’re making
more money, you're automatically putting
away more.”

Linda Arena, vice president of Arena
Curnes & Associates, emphasized maxing
out your contribution to take advantage of
your company’s matching funds,

“You really need to contribute as much
as your employer matches,” Arena said. “If
you don’t, it's like walking away from free
money.”

Genereux said the self-employed or

to lose weight — is

Midlands CPAs count 2003 among better tax years

by Ken Wall

CPAs in Omaha, Lincoln and Council
Bluffs say the 2003 tax season stands to
provide more positive news to businesses
and some individuals than any year in re-
cent memory.

Major increases in depreciation allot-
ments and new rules governing taxation of
dividends are a couple of the changes that
allow busi es and business owners to
shift income to equipment purchases and
investments and significantly reduce the
rate at which it is taxed.

Accountants point to the Section 179
business expense depreciation allotment
as the biggest (and potentially most ben-
eficial) change affecting small to midsize
businesses.

The new rule ups the amount of im-
mediate depreciation business owners are
allowed to claim for purchases of business

people in small family companies — a
family farm, for example — don’t have to
be left out of the 401(k) benefit.

“Those people now can set up 401(k)s,”
Genereux said. “Those are very economical

Feltz

enereux

to set up; it doesn’t cost more than $100
a year. You can also set up a simple IRA.
What's nice about those is that the limits are
going up to $9,000 per person or $10,500 for
a person over 50. There are so many options
for small companies.”

Patrick Bonnett, district sales manager at
Waddell & Reed, said overall strengthening
of the stock market makes now the time for
investors who left after 9/11 and the subse-
quent market dive to get back in.

“Because people were scared, they
moved their money to the bond market,”
Bonnett said. “Now the biggest risk is
missed opportunity, becanse they risk not
getting back in at a reasonable price.”

People who think they don’t have any
money from their paychecks to put toward
savings should consider the return they're
missing. Genereux said a person making

$35,000 a year who sets aside 6 percent of

his or her income will have an annual contri-
bution of $2,100, with an annual tax savings

related equipment to $100,000, as long as
the equipment was purchased during calen-
dar year 2003, It includes vehicles as long
as they weigh 6,000 pounds or more and
will be used at least 50 percent for business.
Regardless of what type of equipment is
purchased, the total equipment expenditure
cannot exceed $400,000,

In comparison, last year’s allotment
was a maximum of $24,000 with a total
expenditure cap of $200,000,

“Where I see it coming into play the
most is with vehicles, but I'm not sure that
really speaks to the common good over the
long haul,” said Joseph Hemenway, owner
of Omaha-based accounting firm Hemen
way Associates. “The real purpose of the
change was to encourage companies to
purchase machinery and help kick-start
the economy.

“The thing people will have to be

of $5835. The weekly out of pocket amount in
after-tax dollars would be just $29.08. After
five years that would grow to $12,765, at 10
years $31,522 and at 20 years $99,575.
Finding that $29.05 a month can be easy,

Bonnett

Arena

Genereux said.

“It may be that latte and bagel you buy
each morning, versus having that at home,”
he said. “I suggest that people who are just
getting started should put $50 or $100 into a
brokerage account or a mutual fund. It’s just
as accessible as a savings account, but there
is an opportunity to grow that money.”

Debt is the primary reason people put
off saving for the future. The first step to
improving that situation is getting a clear
financial picture.

“I think people get sobered up pretty
quickly if they spend a month looking at
their expenses,” Genereux said. “You can
use a spiral notebook and write down every
penny you spend, I think it's a great way to
harness things in if you have a debt issue.”

One revealing total might be how much
money is withdrawn from an ATM.

“I find that many of the people who have
a lack of control over where their money
goes are those who use ATMS,” Arena said.

careful of is that they don’t do so well
on vehicle purchases that when they turn
around and sell them in couple of years
they might create an income situation for
themselves.”

Scott Devries, a partner at Shotkoski &
Associates in Lincoln, said in regard to the
depreciation rule, the most activity he has
seen so far has come from farmers.

“We have had some clients who have
bought processing and manufacturing
equipment, and a few who are updating
vehicles, but combines and tractors have
been the big items,” he said.

Devries said when combined with the
institution of a 15 percent flat tax on divi-
dend earnings, the marriage penalty relief,
credit for college tuition and the catch-up
rule for 401(k) contributions, this tax sea-
son is the most beneficial to the taxpayer
since he began his career in 1987.

“If you use a cash card, pull out the amount
you need for the month or the week and
budget it.”

The most common debt trap is high bal
ances on credit cards, most often on cards
that have graduated to high interest rates

“It’s so easy to charge things, and the
aftermath of that is sometimes shocking,”
Arena said. “My first suggestion is to look
at your highest interest credit card and to
transfer the balance to a 0 percent interest
card. It's so important to get rid of those high
interest rate cards.

“What you also have to do is pay on
time, because if you hurt your credit rating
you're not going to be able to get those 0
percent financing cards.”

Bonnett said consumers need to pay clos
er attention to credit card agreements, which
are getting creative by assigning interest to
daily and average monthly balances.

“Credit card companies are doing some
things we hadn’t seen, such as shortening
their billing cycle or doing things with dual
cycles,” he said. “You have to do some math
to figure out the true annual percentage
rate.”

Feltz emphasized setting up paymerit
schedules for large debts to prevent bills
from going to collections. That will protect
your credit rating

Consolidating debts under one loan is a
good option, financial planners said. The key
is to keep paying until all the debt is gone.

“Alot of times people hate paying bills,”
Arena said. “It’s like drudgery. I suggest that
people take a different approach.

“They can pul on some music, light some
candles, have a cup of tea, What you have to
remember is that you have received the ben-
efits of those bills, and now you are thanking
them for that enjoyable experience.”

for businesses

“I've heard some people refer to it as
the mother lode of tax incentives,” he said.
“Sooner or later the tax code will change
again and it will start to move the other
direction to get caught up. But now that
the economy is picking up — which was
the motivation behind the changes to begin
with — I think it will be a big help to people
and companies in 2003 and 2004.”

Christopher Baas, tax and accounting
manager at Baas & Associates, said in addi-
tion to the $£100,000 of depreciation allotted
in the new rule (which had originally been
scheduled to increase by only $1,000 over
last year’s $24,000 limit), companies can
apply a bonus depreciation of 50 percent
to the amount of the purchase that exceeds
the Section 179 benefit. This new rule ap
plies to equipment purchased between May
6, 2003, and Dec. 31, 2005, and is a sub

Continued on next page.
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Joint home ownership with spouse needs special attention

by Helen Huntley

If you ever bought a house with your
spouse, you may have noticed the title
listed the two of you as “tenants by the
entireties.”

That’s a special type of joint owner
ship limited to husbands and wives. You
probably know that this type of ownership
gives the surviving spouse sole ownership
when the first spouse dies. What you may
not know is that “tenancy by the entireties™

offers protection against creditors under the

laws of Florida and certain other states, in-
cluding Delaware, Michigan, Pennsylvania
and Rhode Island

Creditors of only one spouse cannot
seize property owned as tenants by the
entireties unless the other spouse gives
permission. In Florida, homestead property
already is protected from creditors’ claims,
but tenancy by the entireties can be used
to protect other property as long as the ac
count was sel up properly and the debt was
not an obligation of both spouses.

Your joinily owned real estate, bank
and brokerage accounts may be protected
even if the account is not specifically titled
“tenants by the entireties.”

Clearwater lawyer Alan Gassman said
a Florida husband and wife are presumed
to own joint accounts as tenants by the
entireties if certain conditions are met.
They include:

— The account was sel up as a joint ac-
count with both signing the signature card.
Retitling an individual account as a joint
account isn’t good enough.

— Both spouses have ownership and
control. It does not matter if one puts in
most of the money as long as both have
the same right to it once it has been de-
posited.

Both spouses have right of survivor
ship, becoming sole owner if the other
dies.

— The signature card for the account
does not specifically disclaim tenancy by

the entireties

As an extra protection to make your
intent perfectly clear, Gassman suggests
adding the letters “TBE” 1o the title of the
account

Then don’t get divorced.

Q: | am in default on a nine-year feder-
ally guaranteed education loan that I ook
out for my daughter to go to court-reporting
college. She attended part-time only two
years, but now [ owe $14,000. In Septem-
ber, she paid some money to keep the loan
gency is
wnthly

from defaulting, but a collection
now taking $162 out of my $-
Social Security check.

I am 71 and am confused about how
this works. Can they legally sell to another
company? What should I do?

A: You took out what is known as a
PLUS loan, which makes the parent re-
sponsible for repayment. Your daughter

may have made some payments, but not
enough of them to keep the loan from

defaulting. Because of the default, your
lender turned the loan over to one of the
guaranty agencies that administers the
program for the government. The agency
has the right to assign it 1o a collection

and ass

agency you for collection
costs, which can increase your repay-
ment amount by as much as 25 percent
Under federal law, student loan debts can
be withheld from government payments.
Debtors often find their income-tax re-
funds have been withheld

Call the guaranty association to discuss
your repayment schedule and how 1o get
your loan out of default. If you do not have
the number, call the U.S. Department of
Education toll-free at 1-800-621-3115. It
is unfortunate for both of you that your
daughter did not complete her education. |
think she should repay this loan, but unless
she does, you are stuck.

(J: 1 own several long-term municipal
bonds with maturities 10 to 25 years away

that are paying about 5 percent interest.
With interest rates reportedly due to go up,
experts are suggesting holding short-term
bonds. Would it be wise to converl these (o
bonds that mature in two to three years or
stay with what [ have now? 1 do not need
the income.

A:'Stick with what you have, but if you
have new money to invest, buy shorter-term
bonds.

Speculating on the direction of interest
rates is a tough game. It is difficult to come
y be-
cause of the “spread” between the price
the brokerage firm charges when you buy
a bond and the price it will pay you if you

out ahead in any bond trading strateg

want to sell it.

If rates go up, your bonds will be worth
less. However, that matters only if you sell
them. You sull can hold them to maturity
and collect full value

St. Petersburg Times
Scripps Howard News Service

Midlands accountants look back at 2003 tax year

Continued from preceding page.
stantial increase over the previous bonus
depreciation allotment of 30 percent.

Baas said using a $150,000 purchase
as an example, following deduction of the
Section 179 allotment, the bonus deduc
tion and regular depreciation (which in
this case is $5,000), the total depreciation
is $130,000. That's 87 percent of the pur-
chase price.

“I think the depreciation rules are what
a lot of people are jumping on this year,”
Baas said. “Anytime you can get that kind
of benelit, it definitely affects your purchas-
ing decisions.

*Of course, it revolves around what
type of disposable income you have. For
companies that are going to have a loss
at the end of year, it isn't really going to

help them this year. But if you are expe-
riencing positive cash flow it can be very
advantageous,

“We are seeing a lot of computer

equipment being purchased because of the

new rules. Technology becomes obsolete
50 quickly, and this gives companies an
opportunity to upgrade and get a substan-
tial tax benefit. It has been very useful to
service-based businesses that are heavily
dependent on computers.”

On a personal level, taxpayers can use
the 2003 tax code to beef up their retire-
ment savings and investment portfolios
while reducing their overall tax liability.

Paul Hamilton, president of Hamilton
Associates in Council Bluffs, said the
401(k) contribution schedule allows for

an individual to put in up to $12,000 of
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pretax income. If the person is over the
age of 50, he or she can contribute an addi-
tional $2,000 as part of a catch-up rule. The
individual's employer can put in a match-
ing contribution of up to $12,000, bringing
the total 401(k) allotment for the year to
$24,000, $26,000 for those 50 or older.

Hemenway, for example, works with a
husband and wife who own a small busi-
ness logether and will contribute more than
$50,000 of their collective income into
their 401(k)s this year. That brings their
total contribution in the past two years
alone to more than $100,000.

“There also is the 15 percent flat rate on
dividends,” Hamilton said. *That’s some-
thing a lot of people have heard about by
now, and by and large those who have are
taking advantage of it. Basically, any earn-
ings you receive from dividends are taxed
at a flat rate of 15 percent. For those who
were in the higher tax brackets, upwards of
39 percent, it really is a great deal.

“For people who have a C Corp, and
have retained earnings because they were
hesitant to take money out, | think a lot
of them will be inclined to take those out
now. We have talked to a number of our
clients about it. Two brothers who are part-
ners in a corporation have been trying to
make up their minds what to do with the
earnings now that they have wound down
the business. This is exactly what they
needed to be able to split it up and each
take his share without incurring a great
deal of tax.

“That said, like the depreciation rule
which has a two-year timeframe, this is one
of those deals that will probably go away
before too long.”
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