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Creating Your Financial Future
The end of the year can be a blur,
between wrapping up the year-end
finances and wrapping up the presents you give to your friends and
family. It is easy to get caught up in
the day-to-day activities of life and
neglect to see whether you are actually making any progress toward the
larger goals you have set for yourself.
So, amidst all the noise and bustle,
you should also take time to look at
the long term.
In times of economic uncertainty,
this is more important than ever.
Right now, you can’t expect your
house to continue appreciating. You
can’t park your money in a CD and
expect it to return a high interest rate.
Customers or suppliers you have

counted on for years may suddenly
go out of business.
But, in the midst of all the bad
economic news, we also find regular
reports of record profits. In November, construction equipment manufacturer Caterpillar reported its revenue
and profit earnings hit a record and
were up 58% over the previous year.
Rockwell Automation’s revenue was
up 22% and its earnings were up
54%. Wells Fargo’s profits were up
21% from the previous quarter.
Whatever the economy overall is
doing, some people will prosper and
others will fail. Planning and persistence are more important to your own
future than the day-to-day fluctuations of the Dow.

The Importance of
Setting Goals
Attaining financial success starts
with deciding what goals one wants
to achieve in life. In helping countless people over the years, it has become very clear that no two people
are identical. True, no one has said
they wanted to make less money, but
other than that their desires are highly
personal.
A good example of this is the difference between Apple’s Steve Jobs and
Microsoft’s Bill Gates. Both were
born in 1955, they both dropped out
of college, they started their companies within a year of each other, and
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they both became billionaires. Gates,
however, gave up his position at Microsoft in order to concentrate on his
philanthropic activities. Jobs, on the
other hand, remained as Apple’s
CEO until August 2011, and was on
the phone with his replacement right
up to the day before he died.
So, what are your goals? Do you
want to retire early or do you want
to keep working as long as possible?
Do you want to become as wealthy
as possible, or do you want to have

Tax Season
Schedule
From February 1st, 2012 to
April 13th, we will be open:
M - Th  8:00 AM - 9:00 PM
(Closed for dinner 5:00-6:00)
Friday  8:00 AM - 5:00 PM
Saturday  8:00 AM - 5:00 PM
Please call our office
as soon as possible
to set up your tax appointment.

(717) 632-0042
For your convenience, we now accept
Visa, MasterCard and Discover.
We will not guarantee timely filed tax
returns if appointments are not made or tax
information is not received in the mail by
March 31, 2012.

more time to spend with the family?
Do you want to turn your business
over to your children or to sell it?
Do you want to leave money to your
heirs, give it to charity or spend it on
a summer house and travelling the
world?
Once you define your long term
goals, then you can establish shorter
term goals that will help you reach
the final result. For business owners,
this will include setting revenue and
profitability targets. For individuals,
it might be deciding to elimenate
debt or set aside money for college
or retirement.
At that point, you can start laying out the strategy for achieving
each of the goals you have set. It is
not enough to have a rough idea of
what you want to do in your head.
You must put the goals and plan in
writing.
The plan needs to be specific,
including exact financial targets, a
budget and systems that show
whether you are meeting those targets so you can take the necessary
actions to get back on track when
needed. It should also include putting in place the savings plan needed
to build your wealth over time. It
can be hard to do it all on your own,
so we can help you with each of
those actions, using the experience
we have gained helping many others
achieve their goals.

The Need for Tax Planning
No matter how well you manage
your business and personal finances,
you can waste a lot of what you have
earned unless you do year-end tax
planning. The key to this is timing.
Receiving income or paying a bill on
December 31 vs. January 1 can
make the difference between paying
taxes on that money or not.

That is why year-end tax planning is so important. Tax planning
looks at your income and expenses
for the current year and projects
what those will be in the following
years. Then those figures are compared with the tax laws for each of
the years concerned.
In general it is best to defer income and to accelerate payments,
but it is not always that simple. Marriage and divorce, children being
born or going off to college, buying
or selling a house, business and
stock market changes and many other factors affect income and deductions from year to year. Tax rates and
rules about deductibility also vary
from one year to the next.
Year-end tax planning is what
keeps you ahead of the game. Instead of waiting until after the year
is over to see what taxes you owe,
you have greater control over your
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finances by knowing in advance
where you stand. After all, don’t you
have better things to do this winter
than worry about April 15?

Federal Tax Changes
Compared to 2010, this year has
been relatively uneventful at the federal level, but that doesn’t mean you
can skip tax planning this year. In
fact, between changing economic
conditions and temporary tax cuts
set to expire at the end of 2012, it is
even more important to take a multiyear look at your tax liability in time
to take action before the end of the
year.
Tax Rates - The 2010 Tax Relief Act extended the current individual income and long-term capital
gains tax rates through 2012. Those

rates are scheduled to rise in 2013,
so you may want to collect income
or sell certain assets before the end
of 2012.
Social Security – In 2011, employees and self-employed individuals enjoy a 2% reduction in the social security tax rate. This year it
may be better to collect any income
before that lower rate expires.
Equipment Purchases – The
100% write-off for qualified machinery, equipment and other assets
placed into service after September
8, 2010 expires on January 1, 2012.
Dividends – In 2011 and 2012,
the tax rate for qualified dividends is
0% for those in the two lowest tax
brackets and a maximum of 15% for
others.
Medicare Surtax – Starting in
2013 some investment income will
be subject to a 3.8% Medicare tax as

part of the funding for the 2010
health care reform law. There will
also be an additional .9% Medicare
tax on incomes above certain thresholds.
Medical Expenses –You can
currently deduct qualified medical
expenses that exceed 7.5% of your
Adjusted Gross Income. In 2013, the
expenses must exceed 10% of AGI
to be deductible.

Act 32 Goes into Effect
In 2008, the Legislature passed
Act 32, a consolidated method for
collecting local Earned Income Tax
(EIT), which becomes mandatory on
January 1, 2012. While Act 32
makes it easier on the local government agencies to collect taxes, it
makes payroll more difficult for employers.
Previously, each municipality
and school district would set its own
rates and collect its own taxes. Act 32
established 66 Tax Collection Districts (TCD), roughly congruent to
the counties, but operating independently. The TCDs collect the taxes for all municipalities and school
districts in the area.
Instead of withholding a single
rate, the employer must fill out a

Residency Certification Form for
each employee and have the employee sign it. In preparing the form, the
employer will have to determine the
Political SubDivision (PSD) Code
and EIT rate for the employee’s
worksite and residence. Withheld
taxes are then submitted quarterly to
the TCDs or each worksite, or
monthly electronically to the TCD
where the corporate headquarters is
located. Annual reports are filed with
the TCD.
For more information on the provisions of Act 32, including how to
locate the PSDs and EIT rates for
your employees and what forms to
file, visit the state’s Act 32 page
(www.newpa.com/node/6710) or call
our office.

Employee or Independent Contractor?
Does the company tell the worker when and where to do the work
(employee)? Independent contractors often set their own schedules.
Does the company provide the

worker with tools or equipment?
Independent contractors typically
have their own tools and equipment.
Does the company dictate what
order or sequence the worker is to
follow in performing the task?
To what extent is the worker reimbursed for business expenses? Independent contractors are more likely

to have unreimbursed expenses.
Is the worker paid on an hourly,
weekly basis (employee) or per job
(independent contractor)?
Can the worker realize a profit
or loss on the job? An independent
contractor can.
Does the company provide the
worker with employee benefits such
as insurance, vacation or sick pay?
Does the worker make his or her
services available in the broader
market, or only provide services to a
single employer?
For more information, see IRS
Publication 15-A Employer’s Supplemental Tax Guide or call our office. We can also assist you with
preparing and filing both your 1099s
for independent contractors and W2s for employees. Be sure to get us
the payment information no later
than January 15th so we can get the
forms out on time.
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To collect more taxes, the IRS last
year started to crack down on companies which incorrectly classify workers as independent contractors, rather
than employees. Such employers can
wind up paying substantial penalties in
addition to owing back taxes.
According to the IRS, “If you
have the right to control or direct not
only what is to be done, but also how
it is to be done, then your workers
are most likely employees… If you
can direct or control only the result
of the work done – and not the
means and methods of accomplishing the result – then your workers are
probably independent contractors.”
Those are good general guidelines, but notice that the IRS uses the
words “likely” and “probably” rather
than giving a definitive statement.
Here are some questions the IRS
uses to determine if someone is an
employee:

