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Major tax deadlines for March

March 3- Farmers and fishermen who did not make 2013 estimated tax payments
are required to file 2013 tax returns and pay taxes in full.
 
March 17- 2013 calendar-year corporation income tax returns are due.
 
March 17- Deadline for calendar- year corporations to elect S corporation status
for 2014.
 
March 31- Deadline for payors who file electronically to file 2013 information
returns (such as 1099s) with the IRS.

March 31- Deadline for employers who file electronically to send copies of 2013
W-2s to the Social Security Administration.

When are you required to file a gift tax return?

Are you planning to give sizeable gifts to family members? Due to generous
provisions in the tax code, you may not owe any federal gift tax, but you still
might be required to file a gift tax return.

Here's a quick review of the basic rules.  Despite a common misconception, gift
tax is paid by the giver, or "donor," not the recipient, or "donee."  This applies
to gifts of cash, property, and other interests.  For 2013 and thereafter, the top
gift tax rate is permanently set at 40%, a slight increase from 35% in 2012. 
However, you may be able to avoid gift tax liability due to two key tax breaks.

Annual gift tax exclusion. Under the exclusion, annual gifts to a donee
valued up to $14,000 in 2014 (the same as in 2013) are completely exempt
from gift tax. Note that the exclusion is available for gifts to as many recipients
as you choose.
 
Lifetime gift tax exclusion. In addition to any amount covered by the
annual gift tax exclusion, you can benefit from a lifetime gift tax exemption
of $5 million, inflation-indexed to $5.34 million in 2014. However, this
exemption is unified with the federal estate tax exemption, so amounts
used for gifts will erode the tax shelter available for bequests from your
estate.
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Generally, you don’t have to file a gift tax return, Form 709, for gifts covered by
the annual exclusion, but you must file this form if you tap into the lifetime
exemption amount. Also, when you make a “split gift” with your spouse, the
annual exclusion amount is doubled to $28,000 per donee, but a gift tax return
is required even if you don’t owe any tax. Furthermore, if you give a gift of a
“future interest,” such as a transfer of assets to a trust, a gift tax return must be
filed in any event.

In some cases, you might file a gift tax return when you’re not legally required
to. This starts the statute of limitations running on the time the IRS will have to
challenge the valuation of the gift. It also discloses the gift for other purposes.

The deadline for filing federal gift tax returns is the same as the one for income
tax returns. Thus, if you gave more than $14,000 to a donee in 2013, you have
until April 15, 2014, to file the return, but you can apply for an automatic six-
month filing extension. Caution: This extension is for filing only and not payment
of any gift tax that is owed.

Health care reform deadline extended again

On February 10, 2014, the Treasury Department issued rules that will allow
certain businesses to delay for one more year the requirement to provide
minimum, affordable health insurance to their workers. Businesses with 50 to 99
employees now have until January 1, 2016, to provide health insurance for
employees or face penalties. In order to qualify for this extension, employers
must certify that they have not laid off employees in order to come under the
100 employee threshold. Large employers – those with 100 or more employees
– must still comply with the health insurance mandate by January 1, 2015.

Taxes and retirement accounts 

Retirement accounts grow tax-deferred until you need the funds. However, in
most cases your money cannot remain in these accounts forever. The IRS has
rules that dictate when and how much you must withdraw from your retirement
accounts.

Required withdrawals. The amount you must withdraw each year is
called your required minimum distribution (RMD). You can withdraw more
than the required minimum distribution from your retirement accounts, but
if you fail to take at least the required minimum on time, you face a severe
50% penalty. These rules apply to traditional IRAs and qualified retirement
plans, but they do not apply to Roth IRAs during the owner’s lifetime.

In most cases, you must begin withdrawing money from your retirement
accounts as follows:

• Your first withdrawal can either be taken in the year you turn age 70½, or it
can be postponed until April 1 of the following year.

• Your second withdrawal must be taken by December 31 of the year after you
turn 70½.

• In each subsequent year, you must withdraw at least the required minimum
amount by December 31.

If you’re still working at age 70½ and you own less than 5% of the company
you work for, you can wait until you retire to begin taking distributions from
qualified plans, such as 401(k)s. This exception does not apply to traditional
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IRAs.

Income tax planning. Your retirement fund trustee must tell the IRS
whether you are required to take a minimum distribution. Because all or
part of your distribution may be taxable income, it is important to include
RMDs in your tax planning.
 
Estate planning. Retirement accounts are subject to estate tax as well as
income tax. If you die owning an IRA or 401(k), your plan will be
considered an asset in your estate and, like every other asset, it could be
subject to estate tax. And since most retirement plans contain untaxed
income, your plan could also be hit with income tax when it is distributed
to your heirs. Unless you want the tax man to end up with a large chunk of
any retirement funds left in your estate, planning is essential.

This newsletter provides business, financial, and tax information to clients and friends of our firm. This general information should not be acted upon without first determining its application to your
specific situation. For further details on any article, please contact us.

 
For tax or accounting related emails contact Dan at dngg@gillilandcpa.com.
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