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A Full Service Accounting Firm for the Western Upper Peninsula

What we offer you:

Auditing
T Governmental
T Nonprofit
T Private

Tax Planning & Preparation
T Individual
T Business
T Estate & Trust
T Pension & Profit Sharing
T Property & Excise Taxes
T Nonprofit

Accounting Services
T Payroll
T General Ledger
T Compilations
T Reviews

QuickBooks® and Creative
Bookkeeping Solution
Consulting
T Set up
T Training
T Support

Additional Service Areas
T Business Valuations
T Financial Reorganizations
T Human Resource & Benefit

Consulting
T Business Plan Development
T Personal Financial

Statements
T Financial Projections &

Forecasts

Welcome back to “IN THE BLACK”

The goal of our newsletter is to share
information and tips that are relevant
to you and your business.
  
If you have questions, comments or

suggestions for us, visit our web site
at www.brucerukkila.com, send us
an email or give us a call. 

Bruce Rukkila, President, CPA, CVA

AMT - Alternate Minimum Tax

Taxpayers normally look to accelerate deductions and delay receiving taxable
income, but taxpayers who may be subject to the alternative minimum tax may need
to do the opposite in order to pay fewer tax dollars in the end.

AMT recalculates your tax using a system that imposes slightly lower rates, but
eliminates deductions for children, state taxes and many business expenses.
Originally designed to ensure that wealthy Americans pay at least some income tax,
the income thresholds have never been adjusted for inflation, so it is now affecting
more middle-income filers.

It is suggested that any individual who married, divorced, had a child, sold a
substantial asset or changed jobs during the year would be wise to figure out their
potential tax liability for 2003.  Prepare an estimate of your tax liability.  Assess the
possibility that you will be subject to AMT. 

You may have to pay AMT if your taxable income for regular tax purposes,
combined with certain adjustment and tax preference items is more than:

$58,000 if your are married filing a joint return
$40,250 if you are single or head of household, or
$29,000 if you are married filing a separate return.

If AMT is an issue, postpone making certain deductible payments such as property
taxes, state income taxes and unreimbursed employee business expenses.  These are
expenses that receive no credit under the AMT system and can be delayed until the
following year.

Call Bruce Rukkila (482-6601) for tax consultation and AMT estimates.



Record Keeping Burden Eased for
Day Care Providers

The Internal Revenue Service recently
announced that daycare providers may now
choose to use a standardized rate to claim a
deduction for meals provided to children in their
care rather than keeping detailed records and
receipts for food purchased for use in their
business. The new rules are effective for 2003
tax returns.

The rates in effect for 2003 for all locations
except Alaska and Hawaii are as follows:

Ç Breakfast - 98 cents
Ç Snacks - 53 cents
Ç Lunch - $1.80
Ç Dinner -$1.80

The rates will be adjusted each year by the
United States Department of Agriculture. The
standard rate is allowed for up to one breakfast,
one lunch, one dinner and three snacks per day,
per child. The standard rate includes the cost of
beverages but does not include non-food supplies
such as plates, utensils, containers, etc. The cost
of those items may be deducted over and above
the standard rate.  Providers may use the rate
whether or not licensed, register or otherwise
regulated by the state or locality in which they are
located.

Day care providers are not required to use the
standard rate and can continue to use actual costs
if they wish. 

The Care and Feeding of Your IRA

Contribute the yearly maximum amounts to your IRA, all
earnings are tax deferred until distributed.

< If eligible, contribute to a tax deductible IRA; otherwise,
you can contribute after-tax dollars to a Roth IRA or to
a non-deductible IRA.

< Know how much you can contribute:
 * Under 50 - contribute up to $3,000
 *  50 to 70 - contribute up to $3,500

< Keep good records, know which contributions were
deducted on your tax return and which were not.

< Distributions of contributions for which a deduction was
not taken are tax free.

< Invest wisely - seek counsel of a professional financial
adviser and monitor your investments.

< Leave your IRA intact for retirement.

< Changing employers and need to move your IRA?  Do a
rollover and be sure to handle the transfer properly to
avoid penalties.

< Consolidate your IRAs to minimize management fees.

< Plan your withdrawals - this will be based on your
individual situation, discuss this with your financial advisor
and your tax and estate planning professional.
Remember withdrawals are mandatory when you reach
70 ½.

Call Bruce Rukkila (482-6601) for tax consultation and estate

Tax Hints

Consider charitable gifts: dollars and goods given to charities generally reduce taxable income dollar for dollar.  

Donating appreciated stock saves the taxpayer from having to pay tax on the capital gain.  The deductible value
of the stock is the market value of the shares on the date they are donated if held more than one year.

Goods donated can be deducted using garage sale or thrift store prices.  Keep good records of what you donated,
to whom, the date, and the value or the items.  
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Tax Hints (continued)

Maximize your retirement plan contributions.  Make $3,000 deductible IRA contributions for stay-at-home spouses,
($3,500 if the individual is 50 or older).

Did You Know?

T Interest paid on home equity lines of credit or second mortgages are tax deductible.

T If you rent your vacation home for no more than 14 days during the year and you also used the home for
personal use, you do not need to report the rental income.

T Time spent at your vacation or second home devoted to full-time repair and maintenance is not considered
personal use time.

Planning for Year-end Payroll
Reporting

It is time again to start planning for
year-end payroll reporting. We have
prepared the following hints to get
you on your way:

January 31, 2004 is the deadline for
W2s to employees, and 1099s to
recipients.

W2s  -  Be sure to have current
address information and Social
Security numbers on all employees.
This is especially important for those
employees no longer working for you,
and will be necessary for mailing
their W2s.

1099s   -  These forms are issued to
individuals to whom you have paid
$600 or more to for rent, services, or
other payments. If you are unsure of
whether you should be issuing 1099s,
give our office a call.  We are happy
to go over the requirements in more
detail with you.

In addition, remember that if you
have an employee that has changed
his or her exemption status during
2003, he or she must fill out a new
W4 for 2004.

IRS Expands Use of Standard Mileage Rate

An individual using a passenger automobile in a business or
income-producing activity can deduct certain costs related to its acquisition
and maintenance by using the standard mileage rate method.  Instead of
figuring actual expenses, an individual can simply multiply the number of
business miles driven by a standard mileage rate (37.5 cents per mile in 2004
and 36 cents per mile in 2003) to arrive at the amount deductible in a given
year. The standard mileage deduction is in lieu of deducting operating and
fixed costs of the automobile. However, if you use the standard mileage
deduction, you can still deduct parking fees, tolls, interest relating to the
automobile's purchase, and state and local taxes. 

The limitation for many individuals in using the standard mileage method
however was the fact that it could not be used if the individual used more
than one vehicle for business purposes at a time. If more than one vehicle
was used, then the only deduction allowed for the vehicle use would be the
actual expenses.

Beginning in 2004 however, the cost of using up to four cars in your
business can be computed using the standard mileage rate.

If you want to use the standard mileage rate for a car in any year, you must
choose to use it in  the first year you place the car in service. After the first
year you can switch to deducting actual expenses. If you choose to deduct
actual expenses, you can deduct such items as oil, gas, insurance,
depreciation, etc. However, there are special rules that apply if you use your
car 50% or less in your business. Generally, you must use a car more than
50% for business to qualify for the §179 deduction (election to treat a
portion of the cost of the car as an expense) and the depreciation
deduction. 

Using your car as an employee is treated as business use if it is for the
convenience of your employer and required as a condition of your
employment.
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