Taxing Times

ZEVAC &
L IN D SE Y
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.
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IRS Guidance Fine Tunes Tax Breaks in 2009 Recovery Act

SPECIAL POINTS
OF INTEREST:
Get $8,000 for buying
your “first” home
Deduct sales taxes on a
new car
Get $4,500 for trading in
your old “clunker”
We believe in referrals
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The Internal Revenue Service
(IRS) is moving quickly to issue
guidance on many of the tax
incentives in the American Recovery and Reinvestment Act of
2009.
First—Time Homebuyer Credit
Expanded. First –Time homebuyers who formally close on a
home purchase in 2009 can get a
credit of up to $8,000 with no
payback requirement. The expanded credit:
Applies only to homes used
as a taxpayer’s principal
residence.
Applies to purchases that
close after January 1, 2009
and before December 1,
2009.
Reduces a taxpayer’s tax bill
or increases his or her refund, dollar for dollar.

Is fully refundable, meaning
the credit will be paid out to
eligible taxpayers, even if
they owe no tax or the
credit is more than the tax
owed.
The credit does not have to be
paid back unless the home
ceases to be the taxpayer’s main
residence within a three-year
period following the purchase. A
taxpayer can also claim the credit
on their 2008 income tax return
by filing an amended return if the
return has already been filed or
simply including it on the original
2008 return if it has not been
filed. If the taxpayer has already
filed their 2008 return and received only $7,500, an amended
return can be completed to receive the additional $500 allowed.

Hurry — first-time home buyers
who close before December 1,
2009 can receive up to $8,000
in tax –free money now!

Continued on page 5

Tax Lessons from the 2009 Filing Season
You’ve just filed your 2008 tax
return and the last thing you
likely want to think about is the
next filing season. However, it
never hurts to have a leg up, and
with the end of filing season and
the 2009 tax year well underway,
now is a great time to take a look
back and learn some lessons
from this filing season that can
undoubtedly help you next year.
The following is a list of top les-

sons individuals can learn from
this year’s filing season in anticipation of filing their 2009 returns
for next year.
Sell losing stocks. If the stock
market continues to batter your
portfolio, consider selling off
your losing stock if you did not
do so in 2008. You can use up to
$3,000 in net capital losses to
offset your ordinary income. And

if your net capital losses for the
2009 tax year exceed $3,000, you
can carry the excess forward.
These carried-over losses can be
used to reduce any future capital
gains, and can be carried-forward
until they are all used.
Legislation has been introduced
in Congress to increase the
$3,000 limit.
Continued on page 2
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New Clunker Bill Can Help You Save
Recently, the U.S. House passed the
“clunker bill” which allows you to trade in
your older, gas guzzling car, for a $4,500
discount on a new and more fuel efficient
car. The bill was created as a way to both
stimulate the automotive industry and help
the environment. With the discount from
the bill and the markdowns that certain car
dealerships are offering, there are some
great deals to be had.
Here are some things to remember if you
are considering taking part in this year-long
deal.
Research typical maintenance costs for
the make and model of the car you are
planning to buy. Sometimes mainte-

nance on a particular vehicle is more expensive than average resulting in unanticipated costs.

www.FeedthePig.org for more moneysaving tips. 

Consider a possible increase in car insurance rates when weighing the best deal.
Call you insurance agency to find out how
to reduce the insurance costs on a new
car. These deductions are based on both
the model of your car and its features,
such as passive restraints, alarms, or even
anti-lock braking systems.
Remember that not all cars qualify. Your
current car must get less that 18 mpg combined and the new car must get at least
22. You can check out your car’s mpg at
http://www.fueleconomy.gov. Visit

The recently passed “clunker bill” allows you to
trade in your older, gas guzzling car , for up to a
$4,500 discount on a new, more fuel efficient car.

Tax Lessons from the 2009 Filing Season

(continued from page 1)

One bill would double the limit to $6,000;
another would raise it to $10,000. However,
with Congress looking to reduce the huge
federal budget deficit, it’s unlikely that
these proposals will be enacted soon, so it’s
best to plan for the immediate future using
the $3,000 limit. Our office will keep you
posted of developments.

light of the current state of the economy, contribute to your retirement plan, or consider
starting one if you have not already. The contribution limit to an Individual Retirement Account (traditional or Roth), is $5,000 for 2009.
Individuals aged 50 and above can make “catch
up” contributions for 2009 up to $6,000. The
Worker, Retiree, and Employer Recovery Act of
2008 suspended required minimum distributions (RMDs) from qualified retirement accounts for 2009. Severance pay and payments
for accumulated vacation or sick time are also
taxable.

Fine-tune withholding. If you paid too
much in withholding, or not enough, you
should adjust your withholding. If you received a large tax refund, you probably had
too much withheld from your paycheck.
Don’t use your money to make Uncle Sam
an interest-free loan, especially when your
money could be put to better use during
these economic times.
This year, taxpayers have an additional
reason to review their withholding. The
American Recovery and Reinvestment Act
of 2009 created the Making Work Pay
credit. This refundable tax credit is being
delivered to many workers through reduced
withholding in their paychecks. You do not
have to submit a revised Form W-4 to receive the credit. However, you may want to
submit a revised Form W-4 if you have
more than one job. Married couples with
two incomes should also review their withholding as should pension recipients. Our
office can help you determine if you should

adjust your withholding to offset the Making
Work Pay credit.
Adjust estimated tax payments. If you didn’t
pay enough through estimated tax (or withholding) for 2008, carefully do the math this
year to ensure you do not face significant
penalties and interest. Not paying enough in
estimated tax can hurt financially, since penalties and interest for failing to make estimated
payments can be high. The penalty for underpayment of estimated tax is calculated by
multiplying the current interest rate for underpayments by the amount of any underpayment for the period of underpayment.
Retirement savings and required minimum
distributions. Although it may be difficult in

If you’ve just filed your 2008 tax return, probably
the last thing you want to think about is 2009,
but now is a great time to look back and learn
some lessons from the filing season that can
undoubtedly help you next year.

Many individuals are tempted to tap retirement
savings while unemployed. If you withdraw
funds from and IRA before age 59 1/2, you may
have to pay a penalty and include the amount
in your income. There are some exceptions to
the penalty, such as using IRA funds to pay for
medical insurance premiums while unemployed. You may also qualify for a temporary
subsidy for COBRA continuation coverage.
Higher income individuals may have to repay
the subsidy, so it’s important to weigh the costs
and benefits of the subsidy before taking it.
If you are looking for work in 2009, make sure
you carefully track your job search costs. Various expenses you incur to look for work are
deductible. It is not necessary for the job search
to be successful for the expenses to be deductible. 
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Roth Conversions—Should you wait for 2010, if at all?
There are a number of advantages for starting a Roth IRA account, the most important being that all the investment earnings grow tax-free, and qualified distributions are tax-free.
Additionally, you can continue to make contributions to your
Roth after you turn 70 1/2 and are not subject to the required
minimum distribution rules. Currently, only individuals who
have a modified adjusted gross income (AGI) of less than
$100,000 and/or who do not file their return as “married filing
separately” can contribute to a Roth IRA, or convert their traditional IRA to a Roth.

is, your AGI for 2009 will be less than $100,000 and your filing
status is not “married filing separately” you can also convert this
year. But, you will recognize all the conversion income in 2009 instead of having it spread over two years. Therefore, if in the example above you convert the entire $28,000 to a Roth IRA in 2009,
you will pay tax on the entire $28,000 conversion amount in 2009.

However, beginning in 2010, everyone, no matter what their
income level or filing status, will be able to have a Roth IRA.
The question that remains to determine is when you should
convert, if at all.

Spreading out your tax liability.
A conversion is treated as a taxable distribution, but is not
subject to the 10 percent early withdrawal penalty. However,
taxpayers who convert to a Roth IRA in 2010 (and 2010, only)
have the ability to pay taxes on the converted amount ratably
over two years, in 2011 and 2012. Therefore, if you convert to a
Roth in 2009, you must recognize the entire converted
amount in income on your 2009 tax return.

Changes for 2010.
In 2010, the $100,000 modified AGI cap that has prevented
many individuals from establishing a Roth IRA, or converting
from their traditional IRA to a Roth, is completely eliminated.
Moreover, the filing status limitation will also be done away
with, meaning that married couples filing separately will be
able to contribute to a Roth IRA as well. However, all other
rules continue to apply, and any amount you convert to a Roth
IRA will still be taxed as ordinary income at your marginal tax
rate. The exception for 2010, of course, is that you will have
the choice of recognizing the conversion income in 2010 or
averaging it over 2011 and 2012.
Example 1. You have $28,000 in a traditional IRA, which consists of deductible contributions and earnings. In 2010, you
convert the entire amount to a Roth IRA. You do not take any
distributions in 2010. As a result of the conversion, you have
$28,000 in gross income. Unless you elect otherwise, $14,000
of the income is included in income in 2011 and $14,000 is included in income in 2012.
Example 2. On the other hand, if you currently meet the AGI
and filing status requirements to convert to a Roth IRA (that

Taking advantage of lower tax rates.
Currently, the income tax rates are at a historic low. But these
rates are scheduled to revert to previously higher levels (and rise
further for some taxpayers) after 2010. The Obama administration
has proposed extending the lower individual marginal income tax
rates, but raising the two highest income tax brackets to 36– and
39.6– percent after 2010. This should be considered in your decision of when (and if) to convert to a Roth in 2010, or now in order
to take advantage of the lower income tax rates, especially if you
expect to be in one of the two highest income tax brackets after
2010.
Conversions in years after 2010 will be included in your income during the tax year in which you completed the conversion to a Roth
IRA. While deferring tax is a traditional and beneficial part of tax
planning, if you convert in 2010 the tax will be spread out ratably in
2011 and 2012, and therefore taxed at the rates in effect for 2011
and 2012 (which as mentioned could be higher for some taxpayers). Thus, if income tax rates go up, which they are anticipated to
do, you may end up paying much more tax. Therefore, if you do
not want to take this chance that your income rate will be higher in
2011 and 2012, you may want to elect to pay the full tax on the
Roth conversion in your 2010 income tax return, at 2010 income tax
rates.
Continued next page 
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Roth Conversions—Should you wait for 2010, if at all?
(continued from page 3)

So why would you accelerate a conversion? If you believe your
IRA assets are currently valued on the low side, you might opt for
a conversion if you are below the $100,000 AGI level for 2009. This
reduces your tax liability on the conversion. Similarly, if you converted within the past year and the value of the assets has declined since then, you can elect to “undo” the conversion. Otherwise, you will have paid tax on the conversion when the assets
were at a higher value.

Undoing the conversion later.
If you convert to a Roth IRA, but later change your mind, you
have until Oct. 15 of the year after the year of conversion to undo
the transaction and go back to your traditional IRA. For example,
if you convert in 2009, you will generally have until October 15,
2010 to re-characterize the transaction. However, to do this you
must have filed your individual tax return by the normal filing
deadline (April 15, generally) or if you obtained an extension, the
extension due date.
For example, if the value of your Roth drastically declines after
the conversion, and leaves you essentially with a Roth IRA value
that is even less than the tax you paid to convert, this would be a

good reason to undo the transaction. Re-characterizing the conversion would undo the tax consequences and therefore you’d
get back the tax you paid on the larger amount that was converted to the Roth IRA.

Can you afford the conversion tax?
You will have to pay a conversion tax on the transaction, which
can be a significant sum. In spite of all the advantages of a Roth
IRA, a conversion is generally advisable if you can readily pay the
tax generated in the year of the conversion. If the tax is paid out
of a distribution from the converted IRA, that amount is also
taxed; and if the distribution counts as an early withdrawal, it is
also subject to an additional 10 percent penalty. For those planning to convert who may not already have the funds available,
saving now in a regular bank or brokerage account to cover the
amount of the tax in 2010 can return an unusually high yield if it
enables a Roth IRA conversion in 2010 that might not otherwise
take place. 
Determining whether to convert to a Roth IRA can be a complicated decision
to make, as it raises a host of tax and financial questions. Please call our
office if you have any questions about the Roth IRA conversion opportunity.

Looking for some you can rely on?
As CPA’s we work with a lot of great, local businesses. Many of them we get to know quite well and feel comfortable in their ability to deliver the
goods and/or services they promise. Below, you’ll find a list of some of the businesses we feel confident enough in to refer to you. Should you have
the need for their products or services, give me a call and I’ll introduce you.
Printer

Advertising Specialties

Termite and Pest Control

Mary Kay Cosmetics

Wedding Cakes

Mortgage Broker

Chiropractor

Self Storage Facility

Pressure Cleaning Service

Classified Advertising

Window Cleaning

Landscaper

Copier Sales and Service

Florist

Massage Therapist

Land Surveying

Auto / Home/ Life Insurance

Custom Water Bottler

Building Materials and Supplies

Veterinarian

Medicare Advantage Plan

Specialized Printing

Realtor

Attorney

Mortgage Reduction Software

Personal Fitness

Financial Advisor

Flooring
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IRS Guidance Fine Tunes Tax Breaks in 2009 Recovery Act
Money Back for New Vehicle Purchases.
Taxpayers who buy certain new vehicles in
2009 can deduct the state and local sales and
excise taxes paid on the purchase of new cars,
light trucks, motor homes, and motorcycles
through 2009.
The Act also provides for the deduction of
other taxes or fees paid in states with no sales
tax. The deduction is available regardless of
whether a taxpayer itemizes deductions on
Schedule A or uses the standard deduction.
Purchases must occur after February 16, 2009
and before January 1, 2010. The deduction is
limited to the tax on up to $49,500 of the purchase price of an eligible motor vehicle. The
deduction is phased out for joint filers with
modified adjusted gross income between
$250,000 and $260,000 and other taxpayers
with modified AGI between $125,000 and
$135,000. The deduction can only be take on
the 2009 income tax return.
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(continued from page 1)

Energy Efficiency and Renewable Energy Incentives. There are numerous tax incentives for individuals to invest in energy efficient products.

for the credit. Manufacturers should not continue to provide certifications for property
that fails to meet the new standards.

Residential Energy Property Credit (Section
1121). The new law increases the energy tax
credit for homeowners who make energy efficient improvements to their existing homes. The
new law increases the credit rate to 30 percent of
the cost of all qualifying improvements and raises
the maximum credit limit to $1,500 for improvements placed in service in 2009 and 2010. The
credit applies to improvements such as adding
insulation, energy efficient exterior windows and
energy efficient heating and air conditioning systems. Homeowners generally may continue to
rely on manufacturers’ certification that were
provided under the old guidance in 2007 until
new guidelines are released. For exterior windows and skylights, homeowners may continue to
rely on Energy Star labels in determining whether
property purchased before June 1, 2009, qualifies

Section 179 Deduction. Under ARRA, qualifying businesses can continue to expense up to
$250,000 of section 179 property for tax
years beginning in 2009. Without ARRA, the
2009 expensing limit for section 179 property
would have been $133,000. The $250,000
amount provided under the new law is reduced if the cost of all section 179 property
placed in service by the taxpayer during the
tax year exceeds $800,000. The new law does
not alter the section 179 limitation imposed
on sport utility vehicles, which have an expense limit of $25,000.
Extension of Bonus Depreciation Deductions
through 2009. Bonus depreciation is extended through 2009, allowing businesses to
take a larger tax deduction within the first
year of a property’s purchase. 

Dave Ramsey Endorses Richard Lindsey
As Dave Ramsey’s recommended tax expert, I can save you money by showing you the best
way to file your taxes and let you know if you qualify for any deductions. And you can rest
assured your taxes are done right, the first time. Plus, with the heart of a teacher, I’ll explain
your taxes to you in a way you can understand. In short, I help make tax time easier for you.
Dave Ramsey is a personal money management expert, national radio show talk host, television host, and New York Times bestselling author. He’s helped millions of people get out of
debt and build wealth. He is today’s voice of financial wisdom and he exclusively recommends me to help you! 

We Believe in Referrals
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 business people in the community.
Included in this newsletter is a list of areas in
which we know very credible, ethical 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. 

Z & L Staff Night at BayBears Game
The Zevac & Lindsey team took time to play on Friday, July 17, 2009.
That night, we all ventured to Hank Aaron Stadium and watched our
Mobile BayBears (the AA Minor League affiliate of the Arizona Diamondbacks) slip quietly into the night against the Birmingham Barons.
Our pitcher was solid on the mound, except for the fourth inning, but
our bats only produced four hits and one run. Nevertheless, we all enjoyed the game and each
other’s company away from the office—even during the one-hour rain delay. 

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.

ZEVAC &
L IN D SE Y
CERTIFIED PUBLIC ACCOUNTANTS
“You see the numbers, we look for the opportunities.”

1050 Hillcrest Road, Suite A
Mobile, AL 36695
(251) 633-4070—phone
(251) 633-4071—fax

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

What Our Clients Say About Us ...
Accessibility when needed.—
Anne G., Retired

Fast, friendly service. Richard is great and
very helpful! - John D., Entrepreneur

Your professional and kind attitude to me. I
am very pleased and happy with your service.
I feel comfortable talking to you and your
staff.—Mary P., Retired

Quick and competent service; answer questions kindly.—
Ruth C., Scientist

Responsive to your clients.—Ronald B., Sales
You do a very good and thorough job.—Anthony G., Counselor
Quick response to phone calls and pleasantness! - Jan D.,
Bookkeeper
You complete my taxes in a short time!! - Barbara F., Retired
You make “tax time” a lot easier! - Obie M., Retired
I’m completely satisfied with all aspects of your firm.—
You give good advice.—Barbara J., Property Manager

Julene J., Real Estate Professional

