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2013 Year-End Tax Planning Considerations

As the end of the 2013 401(k) plans allow you to contribute funds

tax year approaches, pretax, reducing your 2013 income.

set aside some time to Contributions that you make to a Roth IRA
evaluate your (assuming you meet the income requirements)
situation. Here are or a Roth 401(k) plan are made with after-tax
some things to keep in dollars, but qualified Roth distributions are
mind as you consider  completely free from federal income tax. For
potential year-end tax 2013, you can contribute up to $17,500 to a
moves. 401(k) plan ($23,000 if you're age 50 or older),

and up to $5,500 to a traditional or Roth IRA
ﬁi Jg‘;:ﬁ’éfmﬂgsﬁgffi dhuaasl SC hanged for 4«5 500 if yourre age 50 or older). The window

to make 2013 contributions to an employer plan
This year a new 39.6% federal income tax rate typically closes at the end of the year, while you
applies if your taxable income exceeds generally have until the due date of your federal
$400,000 ($450,000 if you're married and file a income tax return to make 2013 IRA
joint return, $225,000 if you're married and file  contributions.
separately). If your income crosses that - .
threshold, you'll also be subject to a new 20% 4. Expiring provisions
maximum tax rate on long-term capital gains A number of key provisions are scheduled to
and qualifying dividends (last year, the expire at the end of 2013, including:
maximum rate that applied was 15%). + Increased Internal Revenue Code Section
That's not all--you could see a difference even if 179 expense limits and "bonus" depreciation
your income doesn't reach that level. That's provisions end.
because if your adjusted gross income is more  « The increased (100%) exclusion of capital
than $250,000 ($300,000 if you're married and  gain from the sale or exchange of qualified
file a joint return, $150,000 if you're married and  small business stock (provided certain
file separately), your personal and dependency  requirements, including a five-year holding
exemptions may be phased out this year, and period, are met) will not apply to qualified
your itemized deductions may be limited. small business stock issued and acquired

2. New Medicare taxes apply after 2013.

: ;  This will be the last year that you'll be able to
Two new Medicare taxes apply this year. If your . ; e
wages exceed $200,000 thli?spy):aar ($y250,00g if make qualified charitable distributions
you're married and file a joint return, $125,000 if (QCDs) of up to $100,000 from an IRA

' : : : directly to a qualified charity if you're 70% or
i):}osuutgnnggr(r;_?g sggiglr? ;iﬁaergge)l¥g]lthe hospital older; such distributions may be excluded

tax--commonly referred to as the Medicare from_lncom_e_and coynt_toward satisfying any
portion--is increased by 0.9%. Also, a 3.8% required minimum distributions (RMDs) you
Medicare contribution tax generally applies to would otherwise have to receive from your
some or all of your net investment income if IRA in 2013.

your modified adjusted gross income exceeds * The above-the-line deductions for qualified
those dollar thresholds. higher education expenses, and for up to

. . . $250 of out-of-pocket classroom expenses
3. Don't forget the basics--retirement paid by education professionals, will not be
plan contributions

available starting with the 2014 tax year.
Make sure that you're taking full advantage of
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Paying for Long-Term Care Insurance with
Tax-Free Funds

Show Them the Love: Low-Cost, High-Value

This will also be the last year you'll be able to

Employee Benefits

Do | need to make any changes to my
Medicare coverage for next year?

#
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tax-advantaged retirement savings vehicles.
Traditional IRAs (assuming that you qualify to
make deductible contributions) and
employer-sponsored retirement plans such as

elect to deduct state and local sales tax in
lieu of state and local income tax if you
itemize deductions.
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Generally, to be considered
a tax-free exchange rather
than a taxable surrender,
you cannot receive the
annuity proceeds--the
proceeds from the annuity
must be paid directly to the
LTCI company. Also,
Section 1035 applies only if
the annuity owner and the
LTCI policy owner are the
same person.

Paying for Long-Term Care Insurance with Tax-Free Funds

The high cost of long-term care can quickly
drain your savings, absorb most of your
income, and affect the quality of life for you and
your family. Long-term care insurance (LTCI)
allows you to share that cost with an insurance
company. If you're concerned about protecting
your assets and maintaining your financial
independence, (LTCI) may be right for you.

But LTCI premiums can be expensive, and
cash or income needed to cover those
premiums may not be readily available. The
good news is that there are several tax-free
options that can help you pay for LTCI.

Using a health savings account

A health savings account, or HSA, is a tax
advantaged savings account tied to a high
deductible health insurance plan. An HSA is
funded with pretax contributions up to certain
annual limits set by the IRS. Any growth inside
an HSA is tax deferred, and what you don't
spend in one year can carry over to subsequent
years. Just as importantly, withdrawals made
from your HSA for qualified medical expenses
are tax free.

Tax-qualified LTCI premiums are a qualified
medical expense eligible to be paid from HSA
funds. The maximum annual premium you can
pay tax free is subject to long-term care
premium deduction limits.

Convert taxable annuity to tax-free
long-term care insurance

Generally, withdrawals from a nonqualified
deferred annuity (premiums paid with after-tax
dollars) are considered to come first from
earnings, then from your investment (premiums
paid) in the contract. The earnings portion of
the withdrawal is treated as income to the
annuity owner, subject to ordinary income
taxes. IRC Section 1035 allows you to
exchange one annuity for another without any
immediate tax consequences, as long as
certain requirements are met. But, what you
may not know is that the Pension Protection Act
(PPA) extends the tax-free exchange of
annuities for qualified stand-alone LTCI or
combination annuity/LTCI policies. This
effectively allows you to purchase LTCI with
annuity cash values that would otherwise have
been taxable to you if withdrawn.

However, there are some potential drawbacks:

« You may incur annuity surrender charges
when transferring your annuity.

« Transferring your annuity means you won't
have the potential income the annuity could
provide.

* While premiums for qualified LTCI are tax
deductible as qualified medical expenses,
annuity payments used to pay for long-term
care are not tax deductible.

* Not all long-term care policies allow you to
pay premiums in a lump sum, so you may
have to make partial 1035 exchanges from
the annuity to the LTCI company, but not all
annuities allow partial 1035 exchanges.

HELPS may help

Another opportunity to pay for LTCl on a
tax-free basis may be available to qualifying
retired public safety officers. Part of the
Pension Protection Act of 2006, the Healthcare
Enhancement for Local Public Safety (HELPS)
Retirees Act, allows certain retired public safety
officers to make tax-free withdrawals from their
retirement plans to help pay for LTCI for
themselves and their respective spouses and
dependents.

Eligible retired public safety officers include law
enforcement officers, firefighters, chaplains,
and members of a rescue squad or ambulance
crew. Public safety officers must have attained
normal retirement age or they must be
separated from service due to a disability.
HELPS does not extend to 911 operators,
dispatchers, and administrative personnel. In
addition, if an eligible participant dies, the
exclusion from tax for withdrawals does not
extend to surviving spouses or other
beneficiaries of the participant's retirement plan.

Eligible government retirement plans include
qualified trusts, Section 403(a) plans, Section
403(b) annuities, and Section 457(b) plans. Up
to $3,000 per year may be withdrawn on a
pretax basis, and the money must be paid
directly from the retirement plan to the LTCI
company. However, not all retirement plans
may allow for these withdrawals, and some
state laws may not allow the tax-free treatment
of distributions.

HSAs, the PPA, and the HELPS Act have
opened the door to long-term care coverage for
people who might otherwise have a hard time
affording it. Your financial professional may be
able to provide more information on these and
other ways to help you plan for the potentially
high cost of long-term care.
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The best benefits are those

that meet the needs of your
employees. Before making
any assumptions, survey
your employees to see what
benefits they value the
most.
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Show Them the Love: Low-Cost,

As a small business owner, you are probably
aware of the importance of offering a basic
employee benefit package that includes health
and disability insurance, and a retirement
savings plan. However, recruiting and retaining
top talent often requires going above and
beyond the basics. By offering creative,
low-cost benefit programs, you can differentiate
your business from other potential employers.

Flexible work environments

In today's hectic world, time is nearly as
valuable as money. Consider the following
statistics from the Families and Work Institute
(Source: National Study of the Changing
Workforce, 2008):

* 59% of employees don't feel they have
enough time for themselves

* 61% believe they don't have enough time for
their spouses/partners

e 75% (more than 7 out of 10) feel they don't
have enough time for their children

For these reasons, one of the most popular and
appreciated employee benefits available today
is a flexible work environment. Once the
hallmark of only small and "hip" technology
companies, flexible work arrangements are now
offered by larger, more established
organizations. Some examples of flexible work
programs include:

¢ Flex schedules: work hours that are outside
the norms, such as 7 a.m. to 4 p.m. instead of
8am.to5p.m.

« Condensed work weeks: for example,
working four 10-hour days instead of five
8-hour days

* Telecommuting: working from home or
another remote location

« Job-sharing: allowing two or more employees
to "share" the same job, essentially doing the
work of one full-time employee. For example,
Jan works Monday through Wednesday
noon, while Sam works Wednesday
afternoon through Friday.

Allowing your employees to tailor their work
schedules based on their individual needs
demonstrates a great deal of respect and can
generate an enormous amount of loyalty in
return. Even if your business requires
employees to be on-site during standard
operating hours, having a process in place that
supports occasional paid time off to attend to
outside obligations such as doctors'
appointments or family commitments and even
unexpected emergencies can have enormously
positive effects, too. In some cases, these
benefits have no costs associated with them,

High-Value Employee Benefits

while in others, the costs may be minimal (e.g.,
the price of a smartphone or laptop to help
employees remain productive on the go).

Free food

Another popular perk at smaller companies is a
well-stocked kitchen. Soft drinks, snacks, and
inexpensive meal items such as cereal and
bagels can go a long way toward fostering good
will (and keeping energy up!). Providing healthy
options, such as fruit, nuts, and smoothies, is a
subtle way to show employees that you value
their well-being.

Social activities

Sponsoring periodic activities can help workers
relax and get to know one another. Such events
don't need to take much time out of the day, but
can do wonders for building morale. Bring in
lunch or schedule an office team trivia
competition or group outing. Perhaps your
employees would like to share their little-known
skills through an art exhibition or talent show. If
you work in a particular industry in which
colleagues share a common passion, consider
organizing events around that interest. For
example, a sporting goods retailer could close
up early on a slow-business afternoon and go
for a hike or bike ride.

Concierge services, discounts

You may also be able to negotiate with other
local companies for employee discounts and
services. Laundry services, dry cleaning
pickup/drop-off, and meal providers that can
deliver hot, family-sized take-home dinners may
help employees save both time and worry--and
stay focused on the job.

Financial planning/education

For many people, money worries can be
distracting and time consuming. Consider
inviting a local financial professional into your
office to provide counseling sessions for your
employees. While you don't necessarily have to
pay for any services provided, simply offering
the opportunity to get such help during work
hours will be appreciated by your workforce.

Survey your employees

The best benefits are those that meet the
needs of your employees. Before making any
assumptions, survey your employees to see
what benefits they value the most. Then,
respond to the most commonly identified
concerns and desires with creative solutions.
That can encourage employees to respond in
kind through hard work and dedication.
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IMPORTANT DISCLOSURES

Broadridge Investor Communication
Solutions, Inc. does not provide
investment, tax, or legal advice. The
information presented here is not
specific to any individual's personal
circumstances.

To the extent that this material
concerns tax matters, it is not
intended or written to be used, and
cannot be used, by a taxpayer for the
purpose of avoiding penalties that
may be imposed by law. Each
taxpayer should seek independent
advice from a tax professional based
on his or her individual
circumstances.

These materials are provided for
general information and educational
purposes based upon publicly
available information from sources
believed to be reliable—we cannot
assure the accuracy or completeness
of these materials. The information in
these materials may change at any
time and without notice.
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If you're currently enrolled in
Medicare, you've probably
begun receiving information
about your coverage. That's
because the annual enrollment period for
Medicare runs from October 15 through
December 7. During this period, you can make
changes to your Medicare coverage that will be
effective on January 1, 2014. If you're satisfied
with your current coverage you don't need to
make changes, but you should review your
options before you decide to stay with your
current plan.

Your Medicare plan sends you two important
documents every year that you should review.
The first, called the Evidence of Coverage,
gives you information about what your plan
covers, and its cost. The second, called the
Annual Notice of Change, lists changes to your
plan for the upcoming year (these will take
effect in January). You can use these
documents to evaluate your current plan and
decide if you need different coverage. If you
haven't already gotten one, you should soon
receive a copy of Medicare & You 2013, the
official government Medicare handbook. It
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Is it true that my child

¥ Your child--whether he or she
s IS your biological child,
adopted child, or
stepchild--may be able to
receive Social Security monthly benefits based
on your earnings record if you're receiving
disability or retirement benefits from Social
Security, or in the event of your death. These
often overlooked benefits can provide steady
income for your family when it's needed the
most.

How much will your child receive from Social
Security? When you start receiving retirement
or disability benefits, your child may be eligible
to receive up to 50% of your benefit. When you
die, your child may be eligible to receive up to
75% of your basic benefit (the benefit that the
Social Security Administration calculates you
would have received if you had reached full
retirement age at the time of your death).
Various factors will affect the amount of your
child's benefit, including whether other family
members are also receiving benefits on your
earnings record.

To receive Social Security benefits based on
your record, your child must generally be a

Do I need to make any changes to my Medicare
coverage for next year?

contains detailed information about Medicare
that should help you decide if your current plan
is right for you.

As you review your coverage, here are a few
points to consider:

« Will your current plan cover all the services
you need and the health-care providers you
need to see next year?

» Does your current plan cost more or less than
other options? Consider premiums,
deductibles, and other out-of-pocket costs
you pay such as co-payments or coinsurance
costs; are any of these costs changing?

« Do you need to join a Medicare drug plan?
When comparing plans, consider the cost of
drugs under each plan, and make sure the
drugs you take will still be covered next year.

Does your Medigap plan (if you have one) still
meet your needs?

If you have questions about Medicare, you can
call 1-800-MEDICARE (1-800-633-4227 or TTY
1-877-486-2048) or visit the Medicare website
at www.medicare.gov.

can receive Social Security

beneflts based on my earnings record?

dependent under age 18 (or age 19 if a full-time
student in grade 12 or lower) and unmarried.
However, if your unmarried child is disabled
and was disabled before age 22, he or she can
qualify for benefits based on your record at any
age; benefits for a disabled child may end,
though, if your child marries or is no longer
considered disabled.

You can find out more about family benefits
based on your earnings record by checking
your Social Security Statement. To access your
statement, sign up for a my SocialSecurity
account at the Social Security Administration's
website, www.socialsecurity.gov. Your
statement will give you important information
about Social Security that you can use to plan
for your family's financial future. This includes
how you and your family members qualify for
benefits, estimates of your future retirement
and disability benefits, and what survivors
benefits your child and other family members
might receive if you die.
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