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Most surprises are welcome ones, but not this one. As the end of the year approaches, it is time to get going on your tax planning. As unpleasant a task as it may be, don’t put it off thinking you can get things done during those last few weeks of December.  The purpose of your advance planning is to not only avoid tax surprises come March or April 15th, but also allow you time to do something about it. 

In addition to tax minimization, planning should also consider your cash flow needs. It is not just the potential tax on your 07- tax return that may be due, but also your first 08-tax estimate. Do you need to stop taking extra monies out of the company? Do you need to rethink making a large purchase for the business out of cash flow? Do you need to line up bank financing (an extension to file does not extend the payment due date)? 

VOLUNTARILY PAYING MORE IN TAXES

 Hopefully you are not one of the many taxpayers who unknowingly pay more in taxes than you need to each year. Below are three high-impact tax-saving strategies, along with a few general planning ideas that will help ensure you don’t.

HIGH IMPACT TAX SAVING STRATEGIES


Cost Segregation.  If you bought, built or substantially renovated a commercial building during the past year or during the last few years and you didn’t look into cost segregation, you may have missed a sizeable tax saving opportunity. The good news is, it is not too late to do something about it.  


Business buildings generally have a 39-year depreciation period. However, certain items of the building can actually be depreciated over a shorter time period. The depreciation period for the identified tangible property portion of the costs is 7 years.


Whether your investment was made in the current year or in prior years, you can get a tax deduction on this year’s return.  There is no requirement to file amended tax returns for the deductions you missed. It doesn’t get any easier! 

What you will need is a cost segregation report to substantiate the tangible property breakdown. There are a few companies specializing in this so ask your tax advisor for a recommendation. 


Retirement Plans. Setting up and funding a retirement plan is one of the most valuable tax-shelter benefits you can take advantage of. You not only get a current tax deduction, but your also setting aside money that builds up tax-free.

This is not just for the ‘big boys’. There are various retirement options to choose from and with proper planning something can be designed that will fit your particular budget and needs.  And with a plan that is weighted in your favor, after you take the tax savings into consideration, many times there is no real out of pocket cost. Don’t miss this opportunity! Maximize your deduction and the amount you can set aside for your personal benefit.


And if a lack of currently available cash is stopping you from setting something up, I have good news. You can deduct your retirement plan contribution, but not make your payment into the plan until the extended due date of the business’s tax return. Hypothetically, the tax savings could result in a refund, which you could then use to fund part of your payment. 


Review your options. If you have an existing plan, see what you might be able to do to enhance the benefits. If you are setting up a new plan, you need to put things in place before the end of the year.


Expensing of Equipment. This is an old tax saving stand by, but it still provides a powerful tax savings opportunity. If you are contemplating any fixed asset purchases in the beginning of 2008, consider accelerating the purchase before the end of the year. The Section 179 expensing election allows you to expense the equipment vs. having to capitalize and write it off over time. The write-off benefit this year has been increased to $125,000.

OTHER TAX SAVINGS CONSIDERATIONS


· Review opportunities to defer revenue into 2008. As an example, cash basis taxpayers can delay their billing. 

· Look into pre-paying expenses that qualify for a current deduction. 

· Take distributions vs. an increased salary.

· Make sure you have basis in your partnership or S Corporation to ensure the flow through of losses to your individual return.

· See if you qualify for the domestic production activity deduction. Because it is relatively new and very complicated, many businesses have disregarded it. However, this year the deduction doubles from 3% to 6% of net income from qualified domestic production and it could be significant.

          There are other tax saving opportunities available to you and they should be taken into consideration given your particular circumstances. Getting a jump on your planning by working with your tax advisor will help ensure you won’t have any unpleasant surprises or voluntarily pay more in taxes than you need to come tax filing time. 

