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THE 2010 TAX ACT

Welcome to 2011 and on behalf of the staff here at CPS Group,
CPA’s we hope that everyone has a healthy, happy and prosperous New
Year. Speaking of a more prosperous New Year, during the holiday season
Congress was busy at work trying to finalize the tax code for 2011 and be-
yond. And for many of us, important changes and extensions to current tax
law will instantly help to make 2011 more prosperous than it otherwise
would have been if the 2010 Tax Act had not been implemented.

The newly passed and signed 2010 Tax Act, formally named the Tax
Relief, Unemployment Insurance Reauthorization, and Job Creation Act of
Director of Taxation 2010, includes several provisions that will affect taxpayers. Here is the infor-
mation you need to know now about this legislation:
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postpones the sunset of the 2001 and 2003 tax cuts;

reduces the estate tax;

extends unemployment benefits;

includes an alternative minimum tax (AMT) patch;

continues through 2012 the lower capital gains tax rate introduced by
the Jobs and Growth Tax Relief Reconciliation Act of 2003; and

o extends for two years the repeal of the itemized deduction phase-out
and the personal exemption phase-out.
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Provisions That May Affect You

Estate Tax

The Act temporarily reinstates the estate tax, with an estate tax rate of 35%
and an estate tax exemption of $5 million (adjusted for inflation after 2011).

Payroll Tax

For 2011, the Act reduces the rate for the Social Security portion of payroll
taxes to 10.4% by reducing the employee rate from 6.2% to 4.2%. The em-
ployer’s portion remains 6.2%.
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Family
The Act extends several expired or expiring provisions affecting families, including the following:

e The increased standard deduction for married taxpayers filing jointly, which is scheduled to expire
after 2010, continues for two years.

e The $1,000 child tax credit amount continues for two years instead of reverting to $500.
e The increased starting and ending points for the earned income credit continues for two years.

e The $3,000 amount for the child and dependent care credit, which was scheduled to revert to $2,400
after 2010, continues for two years.

The Act also makes adjustments to the gift exclusion and generation-skipping transfer (GST) tax that will af-
fect family giving:

e The federal gift tax exemption is increased to $5 million for 2011 and 2012, up from $1 million in 2010.

e The GST tax exemptions are set at $5 million for 2011 and 2012. The exemption limit is scheduled to
drop to $1 million beginning in 2013.

Business

The Act extends the 100% bonus depreciation for business property acquired after September 8, 2010, be-
fore January 1, 2012, and placed in service before January 1, 2012 (or before January 1, 2013, in the case of
certain property). It also sets the expensing limitation under IRC §179 at $125,000 and the phase-out thresh-
old amount at $500,000 for 2012. The Act then reduces these amounts to $25,000 and $200,000 for tax years
beginning after 2012. As a reminder, although not part of this Act, the expensing limitation under IRC §179
for 2010 and 2011 is set at $500,000 with a phase-out threshold amount at $2,000,000.

The temporary 100% exclusion of gain from the sale of certain small business stock under IRC §1202, en-
acted by the Small Business Jobs Act of 2010, is extended through 2011.

AMT
The Act includes an AMT patch for 2010 and 2011.
e For 2010, the AMT exemption amounts will be $47,450 for unmarried individuals and $72,450 for

married individuals filing jointly.
e For 2011, the amounts will be $48,450 and $74,450, respectively.

Obtain Professional Advice

A CPA tax professional understands the business of taxes and finances and can provide trusted

advice and services during the tax season and throughout the calendar year. Should you have any
questions or need further clarification on any of the new changes, please contact a member of the
CPS Group CPA’s team to help you.
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