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New 1099 reporting for Rental Property Owners

The Small Business Jobs Act, passed nesses and rental property owners by the
in September, created a new reporting Patient Protection and Affordable Care
requirement for individuals who receive Act and the Small Business Jobs Act of

income from rental
real estate. Starting
in 2012, they will
have to provide
1099s to any ser-
vice provider to
whom they pay
more than $600
during the year.
This means that
starting  Jan. 1,

information.

On Nov. 16, the AICPA issued a let-

2010 because
“businesses do not
need the added
cost of more regu-
latory requirements
at a time when
their efforts must
be focused on prof-
itability and sus-
tainability.”

“Increased profit-
ability is likely to

yield more tax revenues than the expan-
sions to the reporting requirement,” the
AICPA said.

Under the Patient Protection and Af-

ter to Congress raising concerns about fordable Care Act, businesses making

the expanded Form 1099 reporting re-

quirements.

Public Accountants has called on Con-
gress to repeal burdensome information
reporting requirements placed on busi-

purchases of $600 or more for goods or

services from another business would
The American Institute of Certified have to provide the vendor and the Inter-

nal Revenue Service with a Form 1099-

See ‘1099’ on pg 21

Effects of new financial overhaul

So what’s all the fuss
over the new financial re-
form law? The headline-
grabbing law raised quite a
furor on Wall Street, but
what does it mean for you
and me? Here is how the law
will affect ordinary folk.

The biggest change asso-
ciated with the new law is
the creation of a new federal
agency, the Consumer Fi-
nancial Protection Bureau.
The mandate of the Bureau
is to create and enforce regu-
lations that will protect con-
sumers of financial products
much as the government

now regulates safe practices
for products such as vehicles
and food. Areas of enforce-
ment will include credit and
debit cards, mortgages, and
student loans.

Financial institutions
will be required to clearly
state the terms of consumer
loans and follow strict guide-
lines designed to ensure that
borrowers get a loan they
can afford. Deceptive prac-
tices, such as hidden interest
rate increases, will be illegal.
Surprisingly, one important
consumer financial product
was left untouched. Car

loans will not be regulated
by the new agency, so
“buyer beware” continues
when borrowing for a car.
How you use your credit
or debit card might also
change. Bank overdraft fees
will no longer be automati-
cally assessed on debit card
transactions. Instead, banks
are required to give their
customers a choice of ac-
cepting overdraft protection
— along with the fee charged
when overdrawn — or to al-
low their debit card to be

See ‘Overhaul’ on pg 3
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Todd Falcone,
MA, CFE,

New restrictions on health accounts

Effective January 1, 2011,
funds from these accounts can
no longer be used to purchase
over-the-counter drugs unless
the taxpayer has a prescription
for them. Insulin is an exception
and will still be eligible for tax-
free reimbursement without a
doctor’s prescription.

This year a tax advantaged
health account (such as a flexible
spending account, health reim-
bursement account, health sav-
ings account or medical savings
account) can be used to purchase
aspirin, flu medications, allergy
pills, cold medicines, and other
over-the-counter medications.

Assistant Controller,

earned bachelor’s degrees in

accounting and finance at

Saint Vincent College. He

also earned a Mastery of Accounting in 2008.

Falcone assisted with several projects since be-
coming a part of the Donnelly-Boland and Asso-
ciates team. At one such assignment, he helped
compile 10 years of payroll data for a major

W-2 reporting of health costs

The IRS and the Treasury are giving employers additional time
to adjust payroll systems and procedures to meet the requirement to
include the cost of employer-sponsored health coverage on employ-
ees’ W-2 forms. This reporting requirement was mandated in the
2010 health care reform legislation and was scheduled to take effect
with the issuance of W-2 forms for 2011.

Reporting the cost of coverage will be optional for Forms W-2
issued for 2011. Employers who fail to report the cost of health cov-
erage for their employees will not be subject to penalties. The IRS
notice included a reminder that the reporting requirement is for in-
formational purposes only. The amount reported on an employee’s
W-2 is not taxable income to the employee.

healthcare organization and organized it in MS
Excel, so the data could be used to amend past
payroll returns, prepare corrected W-2s, file
claims with the IRS, and secure reimbursement
for the period in question.

In addition to other duties, he is the 2011 coordi-
nator for the upcoming tax season. His work with
tax season has lead him to the status of reviewer
among our tax preparers. Falcone earned certifi-
cation as a QuickBooks Advanced ProAdyvisor
and in Point of Sale V8 and Enterprise Solutions
VO. His initiative also led him to earn certifica-
tion as a Certified Fraud Examiner.

See ‘1099’ from pg 1

taxpayers who own rental property who are not
“engaged in a trade of business” would have to provide

9595 Jvoip __[] GORRECTED .
T Forms 1099-MISC. For example, owners of vacation
- 2010 | Mieelaneous | properties that are rented part of the year to help reduce
costs would be covered by the new law. “We are con-
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cerned that (1) keeping records to track expenses by pro-
vider, (2) obtaining tax identification numbers and other
information from providers of property and services and
(3) providing Forms 1099-MISC during January, a
month when taxpayers would not normally be focused
on tax issues, would be extremely burdensome.” Addi-
e "% | tionally, the AICPA said it questions the need for send-
0 le g ing information forms to certain providers of services,
s; : such as utility companies.
: The business implementation costs associated with
the likely generation and receipt of millions of forms and
the potentially challenging reconciliation processes for
taxpayers should be weighed against the uncertainty of
the benefit to be derived by the government, the AICPA
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MISC information return. The first 1099 forms would be
due in 2013, so businesses would need to begin keeping
records in 2012. Under the Small Business Jobs Act of

2010, similar reporting requirements would apply to
owners of rental property for expenses related to the
rental property and would take effect in 2011 for report-
ing in 2012.

The AICPA said this would be first time individual

said.

Identical letters were sent to all members of the U.S.
House of Representatives and Senate.

For more information about 1099 reporting, call or
visit one of the Donnelly-Boland offices.
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rejected by the retailer when
there are insufficient funds in
the buyer’s account.

Also, the fee that credit
card companies charge retail-
ers to process customer
charges will be limited by
the Federal Reserve, which
might trickle down to sav-
ings for consumers on their
purchases.

On the flip side, retailers
have the option to require a

minimum debit card charge
of up to ten dollars, and us-
ing a credit card to pay col-
lege expenses may have lim-
its.

Many of the changes in
the law are directed to banks’
financial health, hopefully
making your bank stronger
and safer. The FDIC insur-
ance limit has now been per-

manently increased to
$250,000.
Financial institutions

must restrict their investment

in hedge funds and private
equity products. And banks
will have to increase their
capital reserves, with no in-
stitution allowed to become
so large that it represents
more than 10% of the bank-
ing market.

Many of the law’s practi-
cal implications have yet to
be worked out. So stay tuned
for more changes to come.

For information on over-
hauling your finances, stop
in or call us.

Consider the following strategy be-
tween now and the end of the year to re-
structure your investment portfolio in a tax-
efficient manner.

Taxpayers are allowed to offset capi-
tal gains (such as from the sale of stocks)
with capital losses. If capital losses exceed
capital gains for the year, up to $3,000 of
losses can be deducted from other income,
such as wages. Any loss greater than that
can be carried forward to future years. It’s
important to remember that stocks you’ve
owned for more than one year (called long-
term) must be grouped together for pur-
poses of calculating the capital gain or loss.
The same is true for stocks held for one
year or less (short-term).

Here’s the strategy. When you iden-
tify stocks in your portfolio that have lost
value and are no longer worth holding,
consider selling those securities and offset
all but $3,000 of the loss by also selling
stocks that have gained value. This is
known as “tax loss harvesting,” and it can
be an effective method for rebalancing
your portfolio without paying capital gains
taxes.

You can often manage the size of
your gain or loss when you decide to sell
some, but not all, of a particular stock or
mutual fund. To do this, you must have
kept good records of the date and the price
for each share purchase. By selling the

Harvest some losses to lower your 2010 taxes

highest cost shares first, you’ll minimize
your taxable gain or maximize your loss.
You must specify the particular shares you
are selling at the time you sell.

Kevin Boland is our Execu-
tive VP and available at
our home office in Bald-
win for help with lowering

Mike Wilson is our
Waynesburg Branch
Manager. He can suggest
strategies to lower your
taxes.

Jamie Scherich, our Glass-
port Branch Manager, can
suggest for restructuring
your portfolio in a tax-
efficient manner.

Ryan Babiak, our Branch
Manager in Brentwood,
can discuss your 2010 tax
withholding and recom-
mend future strategies.

Page 3

Kevin Boland, Mike Wilson, Jamie
Scherich, Registered Representatives,
Securities offered through H.D. Vest
Investment Services™™, Member SIPC, A
non-bank subsidiary of Wells Fargo &
Company.

Donnelly-Boland and Associates is not
a registered broker/dealer or independ-
ent investment advisory firm.

Diversification does not assure or guar-
antee better performance and cannot
eliminate the risk of investment losses.

This newsletter was created by a Third
Party and was not written or created by
Kevin Boland, Mike Wilson or Jamie
Scherich and does not represent the
views and opinions of H.D. Vest Finan-
cial Services® or its subsidiaries.

References, Citations, and
Suggested Additional
Readings
for Material in the
December 2010 Newsletter

We thought you would appreciate
having references, citations, and addi-
tional reading sources on topics in
each issue of the Monthly Newsletter.

“New restrictions on health accounts”
— IRS Notice 2010-59.

“W-2 reporting of health costs op-
tional for 2011~
—IRS Notice 2010-69.

“How does the new financial over-
haul law affect you?”

— Dodd-Frank Wall Street Reform
and Consumer Protection Act of
2010.
— Credit Card Accountability
Responsibility and Disclosure
Act of 2009.

“New 1099 Reporting Requirement”
— AICPA News,
Vol. 13, No. 50

NOTE: A questionnaire is
enclosed for you to fill out

before bringing in your tax
information.

This newsletter provides business, financial, and tax information to clients and friends of our firm. This general information
should not be acted upon without first determining its application to your specific situation. For further details on any article,

please contact us at one of our locations:

Baldwin at 412.882.5383, Brentwood at 412.884.4829, Glassport at 412.664.7554 or Waynesburg at 724.627.6491.
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