
I N S I D E  T H I S  I S S U E :  

The Good, the Bad 

and the Ugly of the 

$13,000 Adoption 

Credit 

1 

How to De-Clutter 

Your Financial Life 
1 

Three Tax  

Disadvantages of 

Annuities 

2 

The Best of Buster’s 

Corner 
2 

We Believe In  

Referrals 
3 

Funnies 3 

  

ZEVAC & 
LINDSEY   Taxing Times  

A P R I L  2 0 1 2  V O L U M E  4 ,  I S S U E  4  

S P E C I A L  P O I N T S  O F  

I N T E R E S T :  

When adopting, what is 

considered “Special 

Needs?” 

Finally, an answer to 

record retention 

Should you consider an 

annuity? 

Referrals, Thank Yous and 

Funnies 

CERTIFIED PUBLIC ACCOUNTANTS 

“You see the numbers, we look for the opportunities.” 

Dedicated to helping our clients keep the money that belongs to them through a focus on tax. 

The Good, the Bad and the Ugly  
of the $13,000 Adoption Credit 

If you paid qualifying expenses to adopt, or in an attempt to adopt, an eligible child in 2010 or 

2011 you may be eligible to claim a tax credit of up to $13,360. If you adopt a special needs 

child, you may qualify for the full amount of the adoption credit even if you paid little or no 

adoption-related expenses. 

 

Generally, a child with special needs is someone the State has determined wouldn’t be adopted 

without its assistance. “Special needs” includes what many think of immediately as special physi-

cal or emotional circumstances. What many don’t know is that it also includes older children and/

or siblings, as well as any other condition that makes it difficult to find an adoptive family. The 

term “special needs” is disliked by many in the profession, but is used in State laws to indicate 

eligibility for federal financial assistance. 

        Continued on page 3  

How to De-Clutter Your Financial Life - Paula Waldo 

While you can’t go totally paperless, there is 
a good chance you can dramatically down-
size your pile. Now is a great time to reduce 
your paperwork. However, there is always 
that question, “What can I throw away and 
what do I need to keep?” 
 
There is no need to keep all those scraps of 
papers, receipts, and paper copies of docu-
ments. You can scan them. Once scanned a 
great way to organize them is filing them elec-
tronically according to years. Many banks even 
offer free online access to bank statements and 
credit card statements. You can download the 
statements right to the year it belongs and you 
have it. 
 
How long should you keep your tax return? 
Seven years is usually sufficient. Typically the 
biggest audit risk is the first three years after a 
return is due or filed, whichever is later. 
Whether you scan or want to keep the paper 
copy that is up to you. It is important to shred 
documents and not just put them in the gar-
bage. 

Some information you 
need to keep longer. 
It is recommended 
that you keep tax 
forms relating to re-
tirement accounts 
until those accounts 
are empty. These are 

form 8606, which helps you calculate your tax 
basis for future retirement plan withdrawals; 
form 5498, which shows individual retire-
ment account contributions; and form 1099-
R, which shows IRA withdrawals. It is also 
suggested to keep W-2’s, in some form, until 
you start drawing social security. 

 
Make sure you keep good backups. If you have 
hard copies, make sure you have backups in a 
different location, houses burn and flood. If 
you like the idea of keeping things electroni-
cally, keep a backup in a different location, 
computers spontaneously combust from time 
to time too. Either way, it is imperative that if 
asked, you are able to reproduce important 
documents.  
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If and only to the extent that this publication contains contributions from tax professionals who are 
subject to the rules of professional conduct set forth in Circular 230, as promulgated by the United 
States Department of the Treasury, the publisher, on behalf, of those contributors, hereby states that 
any U.S. federal tax advice that is contained in such contributions was not intended or written to be 
used by any taxpayer for the purpose of avoiding penalties that may be imposed on the taxpayer by the 
Internal Revenue Service, and it cannot be used by any taxpayer for such purposes. 

I gave Richard a new sign for his office the other day:  
“Your tardiness does NOT become our emergency.” I also went 
to help him hang it since I have such a level head. No bragging, 
just fact. BTW, have you ever seen the pictures in that boy’s office? 
I swannee, they need straightening every time I go over there. But 
anyway, back to the new sign. I got it for him because I almost 
never get to see him during the spring ‘cause he’s so busy and 
‘cause, well you know, everyone goes to their accountant on the 
14th.  
 

Now responding to true emergencies is ok but when was the last 
time you went to the Emergency Room at a hospital? 
 
They’ve got some real big ones calling that thing an Emergency 
Room. It should be called a waiting room, right? Because that’s 
what it is. I mean ‘cause 90% of the people that show up there, the 
first thing find out is that their definition of an emergency doesn’t 
meet the hospital’s definition of an emergency. 
 
You gotta have like a spike sticking out of your body and blood 
spurting up into the air before anybody is going to pay any imme-
diate attention to you. And even then they might give you a bag of 
ice, roll you over into a corner and tell you the doctor will be with 
you shortly. And again they have a completely different definition 
of shortly. Their definition of shortly seems to mean the doctor is 
under five foot eight. It has nothing to do with time, that’s a for-
eign concept to them. 
 
Kinda like dogs I guess. I can’t tell you what time it is on your 
watch, but believe me, I know when it’s time for Richard to come 
home, when it’s time to get up and most of all, when it’s supper 
time. But that’s based more on predictability and rhythms than on 
the 24 hours it takes the earth to circle the sun. 
 
And I know when it’s supposed to be play time. That’s all time 
other than sleeping or eating time, right? Speaking of which, this is 
too much like work. Until next time…  
 

B 
 

The Best of 
Buster’s Corner 

Because of the high internal expenses and surren-

der charges that typically surround annuities, in-

vestors should take a long, hard look before buy-

ing one. There are many disadvantages to this 

investment vehicle, but here I’ll just discuss three 

as they pertain to taxation. 

 

First, it’s important to remember that annuities are 

not capital assets. A capital asset, like a stock or a 

mutual fund, is taxed at the capital gains tax rate. 

The gains on an annuity are taxed as ordinary in-

come. For most investors, their ordinary income 

tax rate is significantly higher than the capital 

gains rate. Ironically most annuities contain mu-

tual funds, but they do not enjoy the more favor-

able tax status. 

 

Second, annuities, unless they are annuitized, are 

taxed based on the LIFO method of accounting.  

That stands for “last in, first out.” What that 

means is that the first money taken out of an an-

nuity investment is considered to be the earnings, 

if any, and subject to ordinary income taxation. 

Until the earnings  Continued on page 4  

Three Tax Disadvantages of 

Annuities - By: Eric M. Nager 

THANK YOU! THANK YOU! 

Thanks to YOU, the word is spreading. 

Thanks to my clients and friends who 

graciously referred me to their 

friends, neighbors, customers and  

relatives last month! I enjoy building 

my practice based on the positive 

comments and referrals from people 

just like you. 

I couldn’t do it without you! 

 

Jim Byrd  *  Arleigh Rigby 

Eric Nager  *  Theresa Orrell 

Don Finklea  *  Shan Bell 

Don’t forget: April is National Pet 
Month, Pet First Aid Awareness 
Month, Prevent Lyme in Dogs Month, 
Prevention of Animal Cruelty Month, 
National Pet ID Week 15-21. 
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The credit has been around since 1997, but up until the 2010 tax year, it was always a non-refundable credit – meaning the 

credit would offset taxes owed but any unused portion had to be carried over to the next tax year.   

     

In 2010 the Affordable Care Act made the credit refundable so the money would go immediately into the pockets of the adop-

tive parents rather than being applied to future taxes. But, unless Congress extends the credit by the end of this year, the huge 

benefit of being a refundable credit will be short lived.         

 

The Adoption Credit is the largest tax credit available and the IRS isn’t about to give it out to just anyone. Adoptive parents 

seeking the credit should expect long waits and the possibility of an audit. 

 

Document, document, document 
To claim the credit on your 2010 or 2011 return, you must file a paper return and attach certain required documentation. As of 

December 31, 2011, approximately 43 percent of the returns seeking the credit have been referred to the IRS’s Examination 

function because of incomplete or missing documentation. The time it has taken for the IRS to audit these predominately le-

gitimate adoption credit claims (additional taxes were assessed only about 17 percent of the time) has resulted in considerable 

delays in the payment of the related refunds. 

 

The IRS has acknowledged the delays, and said it has updated its website with the list of required documentation and its proc-

essing to reduce delays. But, if the IRS doesn’t receive the required documentation it will spend extra time ensuring that the 

claim isn’t fraudulent, according to IRS spokesman Terry L. Lemmons. 

 

“When you have a credit of this size it’s really important for us to make sure we have the documentation so we get it only to 

the people who qualify,” he said. 

 

Given the huge amounts of money involved, even if everything is submitted correctly, taxpayers claiming this credit will likely 

have to wait a couple of months or more to see their refund checks.  

We Believe In Referrals 

 Nail Salon 

 Realtor 

 Veterinarian 
 Used Car Dealer 

 Pest Control 

 Printer 

 Chiropractor 

 Home Insulation 

 Attorney 

The Good, the Bad and the Ugly of the $13,000 Adoption Credit – continued from page 1 

 Remodeler 

 Lawn Service 

 Personal Trainer 
 Massage Therapist 

 Auto/Home/Life Insurance 

 Land Surveyor 

 Financial Advisor 

 Caterer 

 Cultured Marble  

We really believe in the process of referrals, so part of 

the service we provide is to be sure to refer our clients 

and associates to other qualified businesspeople in 
the community. 

 

Below, you’ll find a list of areas in 

which we know very credible, ethi-

cal and outstanding professionals. 

If you’re looking for a professional 
in a specific area we’ve listed, 

please feel free to contact us. We 

will be glad to put you in touch with 

the people we know who provide 

these services. 

It’s tax time. I know this because I’m staring at  

documents that make no sense to me, no matter how 

many beers I drink. 

  - Dave Barry 
 

More than ever before, Americans are suffering from 

back problems: back taxes, back rent, back auto  

payments. 

- Robert Orben 

 

People who complain about taxes can be divided into 

two classes: men and women. 

- Unknown 
 

Taxation with representation ain’t 

so hot either. 

- Gerald Barzan, humorist 
 

The term “tax humor” is no doubt 

an oxymoron to many people; to the 

more cynical, it is an apt  

description of the entire tax code. 

- John F. Iekel 



1050 Hillcrest Road, Suite A 

Mobile, AL 36695 

(251) 633-4070—phone 

(251) 633-4071—fax 

For more information, visit us at: 
www.ZevacLindsey.com 

 
For tax tips visit: 

www.TaxSaverTips.com 
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The IRS sent my Tax forms 

back! AGAIN!  

  

I guess it was because of my  

response to the question: 

"List all dependents?"  

  

I replied -"12 million illegal 

immigrants; 3 million crack 

heads; 42 million unemploy-

able people on food stamps; 

2 million people in over 243 

prisons; Half of Mexico; and 

535 fools in the U.S. House 

and Senate.” 

   

Apparently, this was NOT an acceptable answer.  

 

-From the internet, author unknown 

are exhausted, the tax-free return of the principal cannot 

be withdrawn. 

 

Third, annuities, unless annuitized, are also subject to a 

10% premature distribution penalty for any earnings 

withdrawn prior to age 59 1/2. This is in addition to the 

ordinary income tax rate for such withdrawals. 

 

When trying to determine if an annuity is right for you, it 

is a good idea to consult with your tax professional as 

well as a financial advisor. When talking to the financial 

advisor, ask him if he (or she) receives any compensation 

for the sale of an annuity from the insurance or brokerage 

company through which the annuity is sold. If so, you 

might want to get a second opinion from a fee only advi-

sor who gets no such compensation. 

 

If you already own an annuity you might want to sit 

down and review it with your tax professional and a fee 

only financial advisor to see if it is the most tax efficient 

and cost effective investment vehicle for you to meet 

your long term investment goals. If not, other alternatives 

can be explored. 

 

Eric Nager is an Investment Advisor Representative (fee only) 

with Southern Capital Services, Inc. a Registered Investment 

Advisory firm founded in 1982 with World Headquarters in 

Daphne, Alabama. Eric can be contacted at (251) 626-1140 or 

eric@southerncapitalservices.com.  

Three Tax Disadvantages of Annuities 

continued from page 2 
 

April 17th is National Stress Awareness Day! 

mailto:eric@southerncapitalservices.com

