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Tax planning for most of us usually involves trying to shelter income from high rates of tax 
and deferring income to later years. If Congress does not act to extend the tax cuts, there 
are several large tax increases that will go into effect for 2011.

1.	� The 10% income tax bracket will be eliminated and replaced with the 15% tax bracket. 
This will result in a tax increase of approximately $850 for most married couples and 
$425 for most singles.

2.	 The upper tax brackets will also be increased as shown below:

	 Married Taxable	 Single Taxable	 Current	 2011
	 Income Range	 Income Range	 Rates	 Rates

	 $67,901-$137,050	 $33,951-$82,250	 25.0%	 28.0%

	 $137,051-$208,850	 $82,251-$171,550	 28.0%	 31.0%

	 $208,851-$372,950	 $171,551-$372,950	 33.0%	 36.0%

	 $372,951 and over	 $372,951 and over	 35.0%	 39.6%

In addition to an increase in the regular income tax rates, capital gains tax rates would revert 
back to 10% and 20%, while they are currently at 0% and 15%. Dividends would once again 
be taxed at the ordinary income rates (see above), while today they are currently at 0% and 
15%.

Based on these changes, it may be wise for most taxpayers to recognize any capital gains 
they can harvest in 2010 before the rates increase in 2011. Likewise, taxpayers who can 
control their income may want to accelerate their income into 2010 versus paying the higher 
taxes in 2011.

This year it will be more important then ever to make sure you have planned carefully to 
minimize your taxes. Don’t forget to call your Hogan ‑ Hansen professional and set up 
your tax planning appointment next fall or sooner.

From the Pen 
of a Partner...

Dennis Muyskens, CPA, is the partner-in-
charge of our Mason City and Belmond 

offices and has extensive 
experience working with 

small businesses.
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Working After Retirement 
Can Change Your Benefits 
and Your Tax Bill
People often work beyond the “normal” retirement age. Here’s how extending 
your work life can affect your taxes and retirement benefits.

“Normal” retirement age is not a fixed number. For social security purposes, the 
“full” retirement age threshold ranges from 65 to 67, depending on your birth 
date. However, you can elect to start receiving lower payments as early as age 
62, or you can maximize your benefits by forgoing them until you’re 70. Once 
you reach age 70, there’s no incentive to postpone your benefits further, since 
you’ll already have reached your maximum.

Earnings Limit. If you’re working, you probably should forgo the early payment 
option. Benefits received before full retirement age will be reduced by $1 for 
every $2 earned over an annual limit (currently $14,160). However, you will 
receive a compensating increase when you do reach full retirement age, and 
your payments will not be reduced thereafter no matter how much you earn. 

Taxable Benefits. Whether or not you draw benefits, you’ll continue to pay 
social security and Medicare taxes on any income you earn from wages or self-
employment. Up to 85% of your benefits may become subject to income tax, 
depending on the amount of your other income.

Medicare. Medicare eligibility begins the year you reach age 65. The program 
and your tax bill encompasses four types of coverage: Medicare A (hospital 
insurance), Medicare B (general medical insurance), Medicare C (Medicare 
Advantage) and Medicare D (prescription drug coverage).

It’s wise to sign up for Medicare A as soon as you’re eligible. There’s no cost, 
and the program provides supplemental coverage even if you’re already insured 
at work. Medicare B and D are neither free nor mandatory, but the monthly 
premiums are reasonable, and either may be used as a stand-alone program or 
in conjunction with a private plan. If you have “creditable coverage” at work (i.e., 
coverage that’s at least as good as Medicare), you can postpone signing up for 
Medicare B and/or D until you’re no longer employed.

Your employer’s plan also may offer Medicare C, which provides for private 
programs administered under contract with the government. These plans 
typically merge Medicare A and B benefits with other coverage.

Working beyond retirement age can require several complex decisions. Call us 
for help with planning the outcome that’s best for you.

Federal Tax 
Deposit Coupons   
Usage to Change

Currently businesses with a federal 
tax liability exceeding $200,000 per 
calendar year must use the Treasury’s 
Electronic Federal Tax Payment 
System (EFTPS) to make their federal 
tax deposits. Beginning in 2011, 
taxpayers who use paper Federal 
Tax Deposit coupons to make their 
federal tax deposits will be required to 
make the deposits electronically using 
the EFTPS. The federal tax deposits 
include employment taxes, income 
taxes, railroad retirement taxes, social 
security taxes and other types of 
nonpayroll withholding. 

Small businesses with $2,500 or 
less in quarterly tax liabilities may be 
exempt.

The Treasury Department is hoping 
the mandatory use of EFTPS will 
reduce errors. Currently, one of seven 
paper Federal Tax Deposit coupons is 
rejected due to errors.
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Taxes and Summer Jobs
Is your child looking for a job this summer? If so, you may have questions about taxes. Here are three 
common concerns.

Is a tax return required? The answer depends on several factors, including the total amount of 
income received. For instance, if wages are the only source of income, your child can generally 
earn up to $5,700 during 2010 before a federal tax return is necessary. However, unless 
your child can claim an exemption from withholding, a return may be required even when 
wages earned are lower than the filing requirement. That’s because filing is the only way 
to claim a refund of overpaid taxes.

In addition, self-employment income, tips and interest, dividends and stock sales can 
affect the filing requirement.

Can my child open an IRA? Anyone under age 70½ who has earned income can 
contribute to a traditional IRA. There’s no age restriction for Roth accounts, though the 
amount of the contribution phases out at higher income levels.

If your child will receive a federal income tax refund, you could choose to have it deposited directly 
into an IRA account. The maximum standard contribution for 2010 is $5,000.

Are there any tax breaks if my child works for me? You can take a business tax deduction when 
you pay a reasonable wage for work your child performs in your business. If your business is a 
sole proprietorship or a partnership you and your spouse operate, and your child is under age 18, 
you don’t have to pay social security, Medicare or federal unemployment taxes. The child’s wages are subject to income taxes.

If you have other questions about the tax implications of your child working, give us a call.

The Hiring Incentives to Restore 
Employment Act (HIRE Act), signed 
by President Obama on March 18, 
2010, includes temporary tax breaks 
for businesses that hire workers who 
have been unemployed for at least 60 
days, and it extends for one year the 
higher expensing limit for  business 
equipment purchases.

Hiring Incentives. 

Employers can receive an exemption 
from social security payroll taxes 
for every qualified worker hired 
after February 3, 2010, and before 
January 1, 2011. For new hires kept 
on the payroll for at least 52 weeks, 

employers may qualify for a tax credit 
for each retained worker of the lesser 
of $1,000 or 6.2% of wages paid 
during the 52-week period.

Increased Expensing Limits. 

The 2009 maximum amount that 
could be expensed for the purchase 
of new or used business equipment 
was $250,000, with a dollar-for-
dollar reduction once total equipment 
purchases for the year exceeded 
$800,000. The expensing limit fell 
to $134,000 for 2010, with phase-
out set at $530,000. The HIRE Act 
retroactively reinstates the higher 2009 
expensing limits for 2010. 

Notable Quotes
Education’s purpose is to replace an 
empty mind with an open one.	

- Malcolm Forbes

If you don’t like something change it; 
if you can’t change it, change the way 
you think about it.

	 - Mary Engelbreit 

We make a living by what we get, but 
we make a life by what we give. 	

- Winston Churchill 

A good vacation is over when you 
begin to yearn for your work.	

- Morris Fishbein

HIRE Act of 2010:  
Tax Breaks for Businesses
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This newsletter is issued quarterly to provide you with an informative summary of current business, financial and tax planning news and 
opportunities. Do not apply this general information to your specific situation without additional details and/or professional assistance.

Tax Talk
Iowa Estate Tax Reenacted
Effective July 1, 2011, the Iowa estate tax will be reenacted. An amount equal to the federal 
estate tax credit for state inheritance and estate taxes as allowed in the Internal Revenue 
Code will be imposed upon every transfer of the net estate of every decedent being a resident 
of, or owning property, in Iowa. The total tax on the Iowa share of the total tax will be credited 
with the amount of any inheritance tax due to the State of Iowa.

Expensive Breaks Identified
A report issued by the Joint Committee on Taxation analyzed the amount of tax revenue lost 
to the federal government due to tax benefits available to certain taxpayers. The two benefits 
that will result in the largest revenue loss between fiscal years 2009 and 2013 are the home 
mortgage interest deduction and the exclusion from income of employer-provided health 
benefits. The mortgage interest deduction will “cost” $572.9 billion over the four-year period, 
and the health benefit exclusion will cost $568.3 billion in tax revenue.


