
 

 
 
 

 

 

 

 
 
 
 
 
 
 
 
 
 
View previous issues of the 
Informer online: 

Archive 

 

 
  

 

 
Dear Clients and Friends, 
 
 

There’s something about this time of year that seems to fly by. Before we 
know it, the holiday rush will be upon us. We want to help you stay on track 
with your taxes so when life happens, you will have one less thing to stress 
about.  

In our tax world, laws are constantly changing. The same can be said for the 
Not-For-Profit industry and Employee Benefit Plans.  At GJC, we remain 
committed to continuing professional education in order to better serve our 
clients.  Before our busy season, which stretches from early spring into the 
early fall, we train our staff on current developments.   
 
We also like to have fun building our team connections with events 
throughout the year. This year, we celebrated Detroit with a wonderful 
historic bus tour with Show Me Detroit Tours, followed by an afternoon at the 
DIA. The excursion included learning about the history of the DIA. The 
curated tour taught us about many unique art pieces.  We also tested our 
own creativity by molding clay pots. It was an all-around incredible 
experience! In the summer, our team enjoyed another great day at our 
annual trip to the ballpark rooting for the Tigers! 
 
In this Informer newsletter, we cover some key information about tax 
planning as it relates to: investing in mutual funds; starting a new business; 
taxes and wedding planning; and many other strategies of interest. As 
always, if you have any questions, please feel free to give us a call. 
 
All the best, 
George  
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Join GJC in congratulating          
George Johnson for being 
honored the recipient of  the 

Michigan Association of 
Certified Public Accountants 

(MICPA) 

2014 Distinguished 
Service Award 
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Investing in mutual funds? Watch for year-end tax issues 
Mutual funds offer an efficient means of combining investment diversification 
with professional management. 
Read more 
 
 
Check your 2014 tax payments 
Don’t let penalties for underpaid taxes increase your tax bill next April. Check 
the total you’ve paid in for 2014 through withholding and/or estimated taxes. 
Read more 
 
 
Taxes and disability issues: An overview 
Do you live with a disability, or care for someone who does? If so, you may 
have disability-specific tax questions about income, deductions, and credits. 
Here’s an overview. 
Read more 
 
 
Ask the right questions before you start a business 
There are several questions you must answer before you even consider 
starting a new business. Unfortunately, some would-be-entrepreneurs spend 
more time planning their summer vacation than they do the start of a new 
business. 
Read more 
 
 
Scams target seniors 
Seniors are a favorite target of scam artists. According to one survey, seniors 
over the age of 60 have lost nearly $3 billion a year to financial fraud. Here are 
a few of the tactics used to bilk seniors of their money.  
Read more 
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NOTE: This newsletter is issued to 
provide you with information about 
minimizing your taxes. Do not apply 
this general information to your 
specific situation without additional 
details. Be aware that the tax laws 
contain varying effective dates and 
numerous limitations and exceptions 
that cannot be summarized easily. 
For details and guidance in applying 
the tax rules to your individual 
circumstances, please contact us. 

 

  
 
Wedding plans should include some tax planning 
Ask the typical summer bride and groom what’s included in the wedding 
plans, and they probably won’t mention a thorough tax review. 
Read more 
 
 
Trademark, Patent, or Copyright? What is the difference? 
Why should your small business care about getting protection for your 
intellectual property? Many very successful medium to large businesses 
started out small.  
Read more 
 
 
Review your business credit policies 
There are many ways to make your business more profitable, and sound credit 
policies are high on the list. Keep the following items in mind as you review 
your company’s policies. 
Read more 
 
 
Take steps to deal with the Medicare surtaxes 
We’re now in our second year of the new Medicare surtaxes. 
Read more 
 
 
The Business File 
Do a review of your business tax situation. Here are three areas to start with. 
Read more 
 

 
 

Forward this issue to a friend 
 

You are receiving the Informer because you signed up on our website or provided your  
name and email address offline. If you do not wish to receive the Informer anymore, you can 

unsubscribe here. 
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Mutual funds offer an efficient means of 
combining investment diversification with 
professional management. Their income tax 
effects can be complex, however, and 
poorly timed purchases or sales can create 
unpleasant year-end surprises. 

 
Mutual fund investors (excluding qualifying 
retirement plans) are taxed based on 
activities within each fund. If a fund 
investment generates taxable income or the 
fund sells one of its investments, the 
income or gain must be passed through to 
the shareholders. The taxable event occurs 
on the date the proceeds are distributed to 
the shareholders, who then owe tax on 
their individual allocations. 
 
If you buy mutual fund shares toward the 
end of the year, your cost may include the 
value of undistributed earnings that have 

previously accrued within the fund. If the 
fund then distributes those earnings at 
year-end, you’ll pay tax on your share even 
though you paid for the built-up earnings 
when you bought the shares and thus 
realized no profit. Additionally, if the fund 
sold investments during the year at a profit, 
you’ll be taxed on your share of its year-end 
distribution of the gain, even if you didn’t 
own the fund at the time the investments 
were sold. 
Therefore, if you’re considering buying a 
mutual fund late in the year, ask if it’s going 
to make a large year-end distribution, and if 
so, buy after the distribution is completed. 
Conversely, if you’re selling appreciated 
shares that you’ve held for over a year, do 
so before a scheduled distribution, to 
ensure that your entire profit will be 
treated as long-term capital gain. 
 
Most mutual fund earnings are taxable 
(unless earned within a retirement account) 
even if you automatically reinvest them. 
Funds must report their annual 
distributions on Forms 1099, which also 
indicate the nature of the distributions 
(interest, capital gains, etc.) so you can 
determine the proper tax treatment. 
 
Outside the funds, shareholders generate 
capital gains or losses whenever they sell 
their shares. The gains or losses are 
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computed by subtracting selling expenses 
and the “basis” of the shares (generally 
purchase costs) from the selling price. 
Determining the basis requires keeping 
records of each purchase of fund shares, 
including purchases made by reinvestments 
of fund earnings. Although mutual funds are 
now required to track and report 
shareholders’ cost basis, that requirement 
only applies to funds acquired after 2011. 
 
When mutual funds are held within IRAs, 
401(k) plans, and other qualified retirement 
plans, their earnings are tax-deferred. 
However, distributions from such plans are 
taxed as ordinary income, regardless of how 
the original earnings would have been 
taxed if the mutual funds had been held 
outside the plan. (Roth IRAs are an 
exception to this treatment.) 
If you’re considering buying or selling 
mutual funds and would like to learn more 
about them, give us a call. 
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Don’t let penalties for underpaid taxes 
increase your tax bill next April. Check the 
total you’ve paid-in for 2014 through 
withholding and/or estimated taxes. If 
you’ve underpaid, consider adjusting your 
withholding for the final months of 2014 or 
increasing your remaining quarterly 
estimate. If you employ household workers, 
be sure your calculations include the payroll 
taxes you’ll owe for them. 

 
Many tax and nontax reasons will affect 
your choice of the best type of structure for 
your business. Please call our office for a 
complete evaluation. 
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Do you live with a disability, or care for someone 
who does? If so, you may have disability-specific 
tax questions about income, deductions, and 
credits. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Here’s an overview. 

• Income. In general, all income is taxable on 
your federal tax return, unless specifically 
excluded. For instance, income you earn for 
services is typically taxable, even if you are 
disabled. Part of your social security 
disability benefits may also be taxable, 
depending on your total income (including 
tax-exempt interest). However, 
supplemental security income is not 
taxable. 
Other nontaxable disability payments include 
VA benefits, workers’ compensation when 
work-related and received under a workers’ 
compensation act, and wage-loss benefits 
from no-fault car insurance policies. 

 
• Deductions and credits. You already know 

you can deduct medical expenses related to 
your disability, subject to the 10%-of-
adjusted-gross-income limitation (7.5% for 
those 65 or older). 
But what about impairment-related work 
expenses? These are out-of-pocket costs you 
incur so you can work, such as attendant 
care, and you claim them as an employee 
business deduction. This is an itemized 
deduction, not subject to the 2% of adjusted 
gross income limit. When you’re self-
employed, impairment-related work 
expenses are deductible on your Schedule C, 
“Profit or Loss From Business.” 
If you work and must pay for disabled 
spouse or dependent care, you may qualify 
for a federal income tax credit of up to 35% 
of your expenses. 

 
Depending on your disability and income, other 
exclusions and tax benefits may be available. Call if 
you would like more information. 
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There are several questions you must answer 
before you even consider starting a new business. 
Unfortunately, some would-be-entrepreneurs 
spend more time planning their summer vacation 
than they do the start of a new business. Most of 
these businesses will fall into the three out of five 
start-ups that fail in the first five years. The 
statistics vary from industry to industry, but about 
30% of new business start-ups close down in the 
first year of operation. Another 30% will fail in the 
four years that follow. 
 
How can you increase the chances of a business’s 
survival? Here are a series of questions you should 
answer before launching a new business. Nothing 
can guarantee a new business will be a success, but 
being well armed with the right information can 
certainly help. 
 

• The first question to be answered in your 
written business plan is what products 
and/or services you intend to provide. Are 
these products currently being offered in 
your local market? What is the price being 

charged for competing products? How do 
you propose to capture enough of the local 
market to make a profit? 
 

• Who is your ideal customer, and what 
media will you use to promote your product 
or service? Do you have an adequate 
population of potential customers to 
provide the sales you need to make a 
profit? 
 

• What will make your business stand out? 
What is unique about your product or 
service? Will you compete on price, 
location, product variety, or customer 
service? 
 

• What size building do you need, and how 
many employees will it take to serve 
customers properly? 
 

• How much money will it take to open the 
doors, and how much is needed for operating 
capital until you turn a profit? Is it likely that 
you will make a profit in the first year or two? 
Be sure to prepare conservative cash flow 
projections for the first five years showing 
your best estimates of sales and projected 
expenses. 
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• What is the source of funds from day one 
until you turn a profit? How much will you 
invest and how much is needed from 
outside sources such as banks or private 
investors? 
 

• What legal entity will you use: a 
corporation, sole proprietorship, LLC, etc.? 
What government forms and licenses need 
to be filed? Do you have adequate 
insurance of the right type? 

 
Every business person can benefit from the 
services of at least four other business advisors. 
You should engage the services of an accountant, 
an attorney, a banker, and an insurance agent 
before you launch the business. These advisors 
work with a variety of businesses and business 
solutions every day and can help improve your 
chances of succeeding in your new venture. It is 
imperative that you involve them early in the 
planning process. 
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Seniors are a favorite target of scam artists. 
According to one survey, seniors over the 
age of 60 have lost nearly $3 billion a year to 
financial fraud. Here are a few of the tactics 
used to bilk seniors of their money. 
 

• Advanced fee to claim winnings. 
The target victim is told he’s won 
something and just needs to send 
money to cover fees, insurance, or 
whatever to claim the prize. 

• Computer virus scam. The caller 
tells the senior that a virus has been 
detected on his/her computer. The 
victim is told to log into a website 
that lets the crook control the 
computer so the virus can be 
eliminated. But what happens is that 
the person’s personal information is 
stolen. 

• Grandparent scam. The caller claims 
to be a grandchild in a crisis 
situation. The imposter grandchild 
asks for money to be wired, pleading 
not to involve the parents. 

• Medical scam. The caller claims to 
be running a special on some 
medical equipment and needs a 
deposit and your Medicare/ 
Medicaid information to let you take 
advantage of the sale. 
 

 
 

 
As people become familiar with each new 
scam, the con artists find yet another way 
to cheat people. The FBI gives this advice to 
avoid becoming a victim of a fraud: Be 
skeptical of offers that sound good but 
probably aren’t, don’t respond to e-mails 
from people or companies you don’t know, 
and never, ever give out any personal 
numbers or other information. 
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Ask the typical summer bride and groom what’s 
included in the wedding plans, and they probably won’t 
mention a thorough tax review. Yet, the tax and 
financial aspects of getting married are not to be taken 
lightly. Consider the following issues: 
 
■ Tax penalties. Marriage causes many tax 
regulations to take effect retroactively; that is, if you 
are married as of December 31, some rules apply as if 
you were married for the entire year. For instance, the 
total annual wages of both spouses are combined on a 
joint return regardless of when the wedding took place. 
Because two wage-earners filing jointly will often pay 
more tax than if they filed as singles, this can cause a 
tax problem that needs to be addressed. You may need 
to increase your withholding or estimated tax 
payments, or you could face penalty and interest 
charges on underpaid taxes. 
 
Marriage can affect deductions too. Combined incomes 
can reduce itemized deductions, such as medical 
expenses and casualty losses, by raising adjusted gross 
income (AGI). So, if one spouse has significant medical 
expenses, filing jointly might reduce their tax deduction. 
Overall itemized deductions are further reduced when 
AGI for 2014 exceeds $305,050. If your combined 
incomes exceed this amount, you might see a 
noticeable decline in your allowable deductions. 
 

 
■ Tax 
benefits. But 
marriage also 
has its tax 
advantages. A wage-earning spouse can make an 
additional $5,500 IRA contribution for an unemployed 
spouse. 
 
Married homeowners also get double the gain 
exclusion, from $250,000 to $500,000, when selling 
their home. The only catch is that both spouses must 
have lived in the home for two years, and neither 
spouse can have used the exclusion in the previous two 
years. Clearly, couples that own a home should carefully 
plan future sales to take advantage of this tax break. 
 
Estate taxes can be lightened by marriage, with a 
doubling of the exemption amount. Also, married 
taxpayers can jointly make tax-free gifts of up to 
$28,000 per year, double the amount a single taxpayer 
can make. 
 
Wedding bells may be ringing soon, but before you walk 
down the aisle, consider an analysis of the tax and 
financial issues in marriage. It may just be the most 
important item in your wedding plans. 
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Why should your small 
business care about 
getting protection for 
your intellectual 
property? Many very 
successful medium to 
large businesses started 
out small. Their patents, 

trademarks, and copyrights are keeping 
others from infringing on their markets. The 
search and registration for these legal 
protections might also let you know 
whether or not you are infringing on others’ 
rights before you invest time and money in 
a name, product, or process. 
 

• Patent. A patent for your invention is 
issued by the U.S. Patent and 
Trademark Office. A patent gives you 
the right to exclude others from 
making, using, selling, or importing 
your invention for a period of twenty 
years. If you are looking to obtain a 
patent, you are well advised to 
engage the services of an attorney. 
 

• Copyright. A copyright is protection 
for literary, dramatic, artistic, musical, 
and other published or unpublished 
intellectual works. The current 
copyright law in the United States,  
 

generally gives the owner of a 
copyright the exclusive right to the 
use of the copyrighted work for his 
life plus seventy years. 

 
• Trademark. A trademark (TM) is also 

known as a servicemark (SM) when 
it refers to a service instead of a 
product. A “mark” can be a word, 
phrase, or symbol that is used to 
distinguish the source of your goods 
or services from that of others. 
 

Obtaining a patent, copyright, or trademark 
does not grant you the use of an Internet 
URL. You would be wise to secure your URL 
early on in the planning process. 
 
You may save yourself time and money by 
engaging expert legal assistance to protect 
your intellectual property rights. 

 

 
Return to 2014 Fall/Winter Informer 
 

 

Return to GJC Homepage 

Informer 
 Return 2014 Fall/Winter Informer 

http://www.geojohcom.com


 

 

 

 

 

 
There are many ways to make your 
business more profitable, and sound credit 
policies are high on the list. Keep the 
following items in mind as you review your 
company’s policies. 
 

• Don’t be so eager to sign on new 
customers that you neglect to check 
out their credit history. Take the time 
to check references, and obtain a 
credit report to see how they’ve 
handled other financial transactions. 

 
• Establish collection policies and 

follow up promptly on delinquent 
accounts. The more overdue 
accounts become, the more likely 
they are to become uncollectable. 
That cuts into your profits. 

 

• Calculate what it costs to carry 
credit for your customers. For 
example, if your business generates 
$1,000 per day in credit sales, and it 
takes you an average of 60 days to 
collect, your cost of providing credit 
to your customers is $6,000 per 
year. This example assumes you can 
borrow money at 10% interest. By 
speeding up the average collection 
to 30 days, you cut your carrying 
costs by half. 
 

• To speed collections, invoice 
customers when you ship the goods; 
don’t wait until the end of the 
month. Make sure your invoice 
clearly shows your payment terms, 
including penalties for late payment 
and the discount, if any, for prompt 
payment. 
 

 
• Sound credit policies and adhering 

to those policies enhance your 
chances for business survival, 
especially when the economy slows 
down. Call us to review your policies 
or to set policies in place to help 
make your business more profitable. 
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We’re now in our second year of the new 
Medicare surtaxes. Since January 1, 2013, 
employees and self-employed people have 
owed an additional 0.9% surtax on earned 
income above $200,000 for singles or 
$250,000 for joint filers. Investment income 
that exceeds certain thresholds has been 
subjected to a 3.8% Medicare surtax. Both 
new taxes are in addition to the traditional 
Medicare taxes, which have remained 
unchanged. 
 
The 3.8% investment surtax applies to the 
lesser of (a) net investment income (NII), or 
(b) the excess of modified adjusted gross 
income (MAGI) above $200,000 for singles, 
$250,000 for spouses filing jointly, or 
$125,000 for spouses filing separately. 
 
“Net investment income” includes interest, 
dividends, capital gains, rents, royalties, 
non-qualified annuities, and income from 
passive activities. It excludes earned 
income, social security benefits, tax-exempt 
interest, and distributions from qualified 
retirement plans. “Modified adjusted gross 
income” is adjusted gross income increased 
by certain deductions and exclusions. 
 

 
Planning can help minimize these 
surtaxes 
 
Earned income 
 
To help minimize the surtax on earned 
income, try to defer excess discretionary 
earnings (such as commissions or bonuses) 
to a lower-income year. If you’re self-
employed, consider maximizing payments 
of deductible expenses in high-income 
years while deferring late-year customer 
billings to the following year. You might also 
think about increasing your withholding or 
quarterly estimate payments to cover any 
additional liability. 
 
Investment income 
 
The surtax on net investment income is 
trickier but provides more planning 
opportunities. To reduce this surtax: 
 
* Consider liquidating depreciating stocks to 
offset capital gains. 
 
* Shift some investments to tax-deferred 
annuities, municipal bonds, or other 
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vehicles that don’t generate taxable 
income. 
 
* Maximize deductible contributions to 
traditional IRAs, 401(k) plans, or similar 
sheltered investments. Their earnings are 
excluded from NII, and the contributions 
reduce your MAGI. 
 
* Donate appreciated stocks to charities 
rather than selling them. 
 
* Try to make otherwise taxable 
investments through a Roth IRA. The 
earnings won’t be part of NII, and 
subsequent tax-free withdrawals won’t 
count toward the thresholds. 
 
If these surtaxes affect you, develop a tax 
plan now to take them into account and 
keep them to a minimum. 
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Do a review of your business tax situation. Here are 
three areas to start with. 
 
Calculate your basis 
 
As an S corporation 
shareholder, knowing your 
basis is key to determining 
whether you can deduct 
current-year losses. The 
reason: Losses in excess of 
basis are generally 
“suspended” for use in 
later years when your 
business has income. 
 
Basis is also important if you plan to take nontaxable 
distributions. In cases when distributions exceed your 
investment in the company, the distributions can be 
taxed as capital gain. 
 
What to do: Perform a check-up to give yourself time 
to re-establish basis and avoid surprises at year-end. 
 
Update expensing policies 
 
The new “repair” regulations became effective 
January 1. These regulations control how you will 
classify the cost of assets, supplies, and repairs and 
maintenance – some of which you will be able to 
expense immediately if you have the required 
policies in place. 
What to do: Review asset and expense accounts to 
determine if current practices are in compliance with 
the new rules. Need a good reason to get started? 

Because the regulations can also affect prior years, 
you may be able to benefit from amending previously 

filed tax returns. 
 
Re-examine your business structure 
 
Whenever tax rates for corporations move 
in a different direction from those of 
individuals, an evaluation of your business 
entity makes sense. That’s because when 
your business is an S corporation or a 
partnership, the business does not 
generally pay federal income tax. Instead, 
the income “flows through” to you and is 
taxed at your rate. 
Regular “C” corporations, on the other 

hand, pay tax on business income at corporate tax 
rates, which are presently lower than individual rates. 
 
What to do: Analyze the benefits of potential current 
income tax savings against your future goals. For 
example, plans for distributing corporate income or 
selling the business have tax consequences that will 
affect your decision. 
 
We urge you to be proactive with your business tax 
planning. We have the tools and the knowledge to 
help you find answers to fit your situation. 
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