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CLIENT SPOTLIGHT

Tensaw Land & Timber Company, Inc. is a family-owned land management company that was 
founded in 1937 by Congressman Frank W. Boykin. Today, Tensaw is managed by the Congressman’s 
grandson, Riley Boykin Smith, President and CEO, and 
granddaughter, Starr L. Boykin, Secretary/Treasurer, who have 
been serving the company since 1988. Other members of the 
Tensaw team include: Lee E. Moncrief, Vice President; Judy D. 
Lewis, Financial Manager; Albert Parnell, Woodsman; Kathy 
Moore, Administrative Assistant; and Randall C. Parker, Courier.
 
Under the management of Frank W. Boykin, the company obtained approximately 100,000 acres of 
timberland in South Alabama. While the majority of Tensaw’s property is used for timber growth, 
portions have been devoted to commercial development. The company sold 2,500 acres in Calvert, 
Alabama to ThyssenKrupp Stainless USA for its multi-billion dollar carbon steel processing facility. 
Tensaw has also developed a commercial and retail business park in Calvert. In addition, it owns 
various commercial properties in Mobile including a 20,000 square foot office building, and a 32,000 
square foot retail center on Airport Boulevard which includes Wings Sports Bar. Other properties in 
Tensaw’s real estate portfolio include an Advance Auto Parts, Dollar General, Advance America, and a 
ground lease for the CVS Pharmacy located at Airport and Cody Road. 

Tensaw and its management contribute to our community by supporting business, wildlife, and 
charitable organizations. The company shows its commitment to hunting, fishing, and wildlife 
conservation through its active membership in the Alabama Wildlife Federation, Alabama Forestry 
Association, and the National Wild Turkey Federation (“NWTF”). Each year, Tensaw offers a 
scholarship to Auburn University to a Forestry major from the McIntosh area.
 
Mr. Smith served as Commissioner of the Department of Conservation and Natural Resources 
in the cabinet of Governor Don Siegelman and as Commissioner of the Alabama Department of 
Environmental Management. He has served as President of the Alabama Wildlife Federation, Mobile 
Big Game Fishing Club, and the Coastal Conservation Association. Ms. Boykin served for several 
years as a member of the Board of Directors for the Mobile Chapter of the NWTF. Ms. Boykin 
and her father, James Robert Boykin, former President and CEO of Tensaw, present the Lynn Dent 
Boykin Hunting Heritage Award at the National Convention each year. Ms. Boykin currently serves 
on the Board of the Infirmary Foundation and the U.A.B. School of Medicine Neurosurgery Women’s 
Leadership Council. Both Mr. Smith and Ms. Boykin are lifetime members of the National Wild 
Turkey Federation, National Rifle Association, Coastal Conservation Association, and the Alabama 
Wildlife Federation.
 
In choosing CSB as the company’s accounting firm, it was a tough decision as they had several firms 
vying for their business. In the end, they were most impressed with CSB’s experience in their industry, 

Tensaw Land & Timber Company, Inc.
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Our Vision 
Our firm’s objective is to maximize our clients’ wealth. We 
strive to be the premier accounting and consulting firm in 
our area by offering a complete range of quality services to 
our clients. We will employ only the best people and ensure 
outstanding training and long-term career opportunities.

Mobile Office  
(251) 343.1012 • Toll Free (800) 347.8583 • Fax (251) 343.1294

Gulf Shores Office
(251) 968.4337 • Toll Free (800) 347.8583 • Fax (251) 968.8995

Visit our website at: CSBcpa.com

our team approach to providing service, dedication to our employees 
success, and our focus on putting our best foot forward depending 
on the client’s need. We are excited about having Tensaw as our 
client and look forward to advising them as they face the challenges 
of a changing timber industry and diversification into other areas.

To learn more about Tensaw, please visit their website at  
www.tensawland.com or call 251-340-8380.	

Child abuse is an unfortunate reality in our society. 
With unemployment and single adult households on 
the rise, the stresses that adults face are often taken out 
on the nearest and easiest target: the children. 
 

Children seek and desire what most of us take for granted: a quiet, 
stable home and parental love and approval. While the cost of child 
abuse is properly measured in psychological terms of lost innocence 
and childhood dreams, there is a dollar cost as well. A recent study 
at the University of Alabama put the total direct and indirect cost of 
child abuse in the state of Alabama at $500,000,000. Yes, that is one 
half of one billion dollars.
 
These children often don’t even know that another way of life exists. 
Over 90% of juvenile crimes are committed by children that come 
from backgrounds of child abuse.

Early intervention and education are the keys to victory. 

So what can we do here in Mobile? Enter the Superhero Foundation 
of Mobile, a 501 (c) 3 non-profit organization with a goal of raising 
awareness and funds in the fight against child abuse. Our motto  
is simple: 

Every child needs a hero but abused children need a superhero

To that end, Superhero volunteers participate in road races dressed 
as their favorite superheroes to bring attention to the cause. Last year 
they partnered with the Port City Pacers and the Azalea Trail Run to 
bring in $7,500 for St. Mary’s Home, helping with their efforts to 
treat victims of child abuse. 

Can you help? Sure you can! Dress up as your favorite Superhero and 
participate in the March 23, 2013 Azalea Trail Run. Depending on 
your abilities, you can choose the 10K, 5K, or 2K “fun run.” 

Think about it. Can you imagine your life without your family? 
Please consider a donation to the Superhero Foundation, and maybe 
you can help out a kid who doesn’t know what “family” really means. 

The Superhero Foundation Board is Joey Bailey, Robert Pfeffle, Michael Meador, Lee Wal-
lace, Win Stuardi and Joe Schultz. Donations can be made to the Superhero Foundation of 
Mobile and mailed to 3742 Professional Parkway Mobile, AL 36609. Please contact Joey 
Bailey (joeyb@csbcpa.com) for more information.

The Superhero Foundation of Mobile



Jo Chateau with daughter Rebecca 
Chilton and grandsons Logan and 
Pierce Chilton who are members of 
the U. S. Naval Academy Glee Club. 

Cullen Wiggins and 
Olivia Chilton

Shirley and Leon Sheffield

Jo Chateau’s grandson, Midshipman 
Pierce Chilton (right), U. S. Naval 
Academy is pictured at the finish 
line of the U. S. Marine Corps Mara-
thon in Washington D.C. – tired, but 
still a hint of his trademark smile.

Olivia Chilton receiving her 
Juris Doctorate degree hood 
from the University of Alabama 
at graduation on May 5, 2012. 

Trick-or-Treaters Jonah and Jamison 
with mom, Kristi Daughtery

CSB team members attend ASCPA Professionals Night. From l to r  
Colleen Macon, Lott Brigham, Hope Hickman, Morgan Prestwood,  
Trey Johnson, Tim Adams and Ryan Damrich.

Cowgirls Lauren and Landry Brothers

Lanette Caskey’s grandson Zac in 
his Theodore High School band 
uniform.  He applied and was ac-
cepted to play with The University 
of South Alabama Jaguar Marching 
Honor Band which took place on 
Saturday, November 17, 2012 at 
Ladd-Peebles Stadium.

The Daughterys are a soccer family!
Photo: Cathy Elgie Photography
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Team Member
Olivia Chilton, granddaughter of Jo Chateau, 
and Cullen Wiggins will be married on 
December 29, 2012 at Spring Hill Presbyterian 
Church. Olivia is a graduate of the University 
of Alabama School of Law and works for 
Willingham, Fultz & Cougill, LLP in Houston, 
TX. Cullen is currently a graduate student 
at Mississippi State University where he is 
obtaining a Masters degree in Agricultural 

Business Administration. He is 
from Tuscaloosa and is a graduate 
of the University of Alabama.

Each year in December the 
Glee Club combines with the 
Annapolis Symphony Orchestra 
and soloist from the Metropolitan 
Opera Company to present 
selections from Handel’s Messiah. 
Jo Chateau has attended the 

63rd – 65th performances at the beautiful U. S. Naval Academy Main 
Chapel in Annapolis, MD. 

The Drug Education Council presented 
Leon Sheffield, husband of Shirley 
Sheffield, with The Josephine H. Dix 
award at the 29th annual Gulf Coast 
Conference on Alcohol and Drug Abuse. 
This award was given in recognition and 
appreciation for Leon’s dedication and 
unselfish service in drug and alcohol 
addiction counseling. In the early 1950’s 
Mrs. Jo Dix and others recognized 
the need to provide help for people suffering from the disease of 
alcoholism in Mobile. Mrs. Dix worked tirelessly to help individuals 
and families dealing with deadly addictions. She served on a 
committee to establish the first residential program in this area for 
alcoholics that became known as the Southwest Alabama Council on 
Alcoholism, now called the Drug Education Council. Leon currently 
serves at the Dauphinway Lodge. 

James and Laura 
Shields Brangle 
are pleased to 
announce the birth 
of their son James 
Collin Brangle, 
on November 16, 
weighing a healthy 
8 lbs, 10 ozs.



L to r: Kenny Crow, Rick Hilley, Barb Frerman and  Joey Bailey

CSB team enjoying dinner at Jesse’s

L to r: Barb Frerman, Jeannie Biggs and Diana Moore

The honoree

The whole gang
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Barb Frerman’s 26th Anniversary Dinner
Barb Frerman’s 26th anniversary with CSB was on October 8. We had a surprise dinner for her at Jesse’s restaurant 

in Magnolia Springs to celebrate. We could not believe we pulled it off! Nothing much gets by Barb.

Marty Crow presenting Barb with beautiful roses
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A conversation between two CSB accountants  
as 2012 draws to a close…

Hey Hope. Guess what I did this weekend?

Don’t know, Sherri, but I’m just 
dying to know.

I helped my parents clean out their 
house, collecting bags of clothes and 
grandkid’s toys along with some household 
goods and furniture to donate to a local charity. I told them 
it’s a win-win situation; while someone benefits from the donated 
items my parents get a tax deduction.

Sure is nice to have an accountant in the family. Speaking of tax 
deductions, it’s getting to be that time of year again – “Busy season.” 
How else did you help your parents in getting ready for tax time?

Well, I got them to start collecting receipts for medical expenses such as 
doctors, dentists, hospitals, glasses and contacts, along with those from 
charities (both cash and noncash). And I purchased them a big red 
accordion file for accumulating tax-related documents during the year. 
Who knows, maybe next year I’ll get them a scanner! I also gave them a 
list of some common documents they will need to give their accountants 
such as:

•	 W-2’s

•	 Various 1099’s

•	 K-1’s

•	 Car tag receipts 

•	 Mortgage statements

•	 Broker statements with cost basis information

•	 Child care expenses, 1098-Ts for tuition paid and other related  
college expenses

•	 Student loan interest statements

•	 Statements on rental properties

•	 Closing statements on real estate sold or purchased

Okay, enough with the documentation. You got any suggestions on 
how individuals can lower their taxes this year?

If your mortgage or home equity payment is due the first week of January, 
consider paying before year-end to take the interest deduction in 2012. 
If you pay estimated state income taxes quarterly, make the last payment 
before December 31 to get the state tax deduction this year (unless you are 
subject to the Alternative Minimum Tax). If you own a business or rental 
property, think about buying some new equipment to take advantage of 
bonus depreciation or Section 179 expensing, or accelerate repairs and 
other bills to get the deduction this year. There are also residential energy 

credits available for some qualified home improvement purchases. 
And don’t forget to consider maximizing your retirement plan 

contribution.

Wow, Sherri, that is a lot of 
information!

It is, but if you plan ahead by 
collecting documents to give to your 

accountant it’s easy, and he or she will 
certainly appreciate it! You know how nice 

it is to receive organized information. Now Hope, you work with a lot of 
businesses. What do you do to help clients prepare for year-end?

Well, about this time of year we ask clients for a copy of their business 
accounting records (such as their QuickBooks file) so we can review 
profits or losses and try to help with year-end tax planning.  Here’s my 
checklist of items I look for when reviewing a client’s books:

•	 Last year’s tax adjustments were made

•	 Bank reconciliations are up-to-date (including petty cash)

•	 Payroll liabilities reconcile to quarterly and annual returns

•	 Business loans and credit card accounts reconcile to statements

•	 Outstanding bills are paid by year-end to maximize expense 
deductions

•	 All customers have been billed; uncollectible customer accounts are 
written off

•	 No unusual balance sheet and income statement accounts; if there 
are, investigate

This is also a good time to update fixed assets and depreciation 
schedules, as Alabama Personal Property Returns must be filed before 
December 31. Since you’re in charge of those returns, Sherri, I know 
you appreciate it when we’ve done our part early.

Absolutely! In addition, what can small businesses do to lower their taxes?

As you mentioned earlier Sherri, the end of the year is a good time to 
evaluate the benefits of purchasing equipment to take advantage of 
Section 179 expensing or bonus depreciation. Many small businesses 
file their tax returns on a cash basis and any bills that can be paid 
before year-end will be deductible, including cash donations and 
employee bonuses.

What other tasks can businesses do in December to prepare for year-end?

It’s a good time to make sure they have current address and taxpayer 
identification numbers for employees and vendors because businesses 

Continued on Page 6



With the end of 2012 approaching, it’s time to get a jump on collecting your 
tax information to maximize your year-end tax planning. For your convenience, 
CSB will mail tax organizers around the first of January to help with organizing 
important information.

Have your income or expenses significantly changed? 
Please call our office right away to maximize year-end tax planning.

Want to gauge your 2012 tax situation and prepare a tax savings strategy?  
Make an appointment with us today!

Tax Time Reminder

Mobile Office  
(251) 343.1012 • Toll Free (800) 347.8583

Gulf Shores Office
(251) 968.4337 • Toll Free (800) 347.8583
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will be sending out W2’s and 1099’s by the end of January. For those 
businesses that have inventory be sure to schedule the necessary 
personnel to do counts at year-end. Remind employees that may have 
reimbursable expenses to turn in expense reports so they may be paid 
before year end.

Hope, this sounds overwhelming!

Well, it does look like a big to-do list and with the holidays it’s easy 
to put off. However, if individuals and businesses will work with us 

between November and January, we can save everyone a lot of time 
and frustration as those due dates creep up on us during “busy season.”

Planning Note! Please refer to the “2012 Year-End Income Tax Planning” 
letter contained in this newsletter for additional ideas. Or visit our website 
at www.csbcpa.com for more detailed year-end planning information.

Continued from Page 5

Mobile Office
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Mobile, AL 36609
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Proud to Serve the Gulf Coast Region
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It’s time to begin developing year-end planning strategies for 2012. 
Year-end planning for 2012 is a greater challenge than in previous 
years because we are facing the most significant tax uncertainty in 
recent memory, largely caused by: 1) the scheduled expiration of the 
so-called Bush-Era tax cuts after 2012, 2) new “Medicare Surtaxes” 
starting in 2013, 3) a host of popular tax breaks that expired after 
2011 which have historically been retroactively extended, 4) another 
long list of tax breaks scheduled to expire after 2012, and 5) the 
scheduled reduction in the exemption from estate and gift taxes from 
$5,120,000 to $1,000,000 after 2012.
		     	
It’s possible that Congress may postpone the scheduled tax rate 
increases and reinstate many of the expired or expiring tax breaks. 
Some are predicting that Congress will at least address the expired or 
expiring tax breaks in an “extender’s bill” during the lame-duck session 
after the November election. However, others believe Congress will 
not deal with these tax issues until early 2013. Due to this uncertainty, 
we believe the best approach for year-end planning in this volatile 
tax environment is to become familiar with the tax changes that are 
currently scheduled to occur after 2012, and to be prepared to act 
quickly near the end of 2012 based upon the tax climate at that time. 
In addition, whether or not Congress takes action by the end of 2012, 
this letter outlines several “traditional” year-end planning strategies 
that can save taxes for many individuals.
			 
We are sending this letter to: 1) identify potential year-end tax strate-
gies that exist in light of the major tax changes scheduled to take effect 
in 2013; 2) identify alternative considerations if Congress changes the 
law late in 2012; and, 3) remind you of traditional year-end planning 
opportunities that could likely save 2012 taxes no matter what course 
Congress takes with future legislation. 

To help you locate items of interest, we have divided planning ideas 
into the following topics:

•	Preparing For Potential Tax Rate Increases
•	Expired, Expiring, And Scaled Back Tax Breaks
•	Traditional Year-End Tax Planning Techniques In Light Of  

Tax Uncertainties
• 	Miscellaneous Year-End Tax Planning Opportunities

Planning Alert! Our firm is monitoring potential 2012 tax legisla-
tion, so please call us if you want a status report. Also, tax planning 
strategies that we discuss in this letter may subject you to the alter-
native minimum tax (AMT). For example, many deductions are not 
allowed for AMT purposes, such as: personal exemptions; state and 
local income taxes; real estate taxes; and interest on home equity loans 
(unless the loan proceeds were used to improve, build, or buy your 
residence). Also, AMT can be triggered by taking large capital gains  
or exercising incentive stock options. Therefore, we encourage you 

to call our firm before implementing any tax planning technique 
discussed in this letter. You cannot properly evaluate a particular plan-
ning strategy without calculating your overall tax with and without 
that strategy. Please Note! This letter contains ideas for Federal tax 
planning only. State tax issues are not addressed.

Preparing For Potential Tax Rate Increases

Starting In 2013 – Scheduled Significant Rate Increases. Unless 
Congress changes current law, individuals are facing an increase 
in their federal income tax rates beginning next year. In 2013, the 
top regular individual income tax rate on income, other than long-
term capital gains, is scheduled to jump from 35% to 39.6%. The 
maximum tax rate on long-term capital gains is scheduled to increase 
from 15% to 20%. And, the top tax rate on dividends is scheduled 
to increase from 15% to 39.6%. Furthermore, starting in 2013, the 
Health Care Act imposes an additional Medicare Surtax of .9% on 
the wages and self-employment income of higher-income individuals 
as well as a new 3.8% Medicare Surtax on their net investment income. 
Thus, the Federal tax rates for individuals taxed in the highest income 
tax brackets in 2013 who are also subject to these new Medicare 
surtaxes could be as high as: 40.5% for wages and self-employment 
income; 23.8% for longterm capital gains; and 43.4% for dividend 
and interest income. 

The uncertainty concerning the extension of the Bush-era tax cuts 
makes tax planning during 2012 extremely challenging. Our firm is 
available to help you accelerate ordinary income, capital gains, and 
dividends into 2012 and to defer deductions into 2013, if doing so 
would result in significant tax savings. However, it is uncertain at this 
point whether Congress will allow the scheduled rate increases to take 
effect in 2013 or continue 2012 tax rates at least for the short term. 
Therefore, we recommend that individuals who will be significantly 
hurt by the scheduled 2013 rate increases begin planning now to 
accelerate income into 2012 and possibly defer deductions into 2013. 

However, it seems prudent to postpone the actual acceleration of 
the income until later in 2012 when we will, hopefully, have a better 
handle on Congress’s plans. In addition, please remember that the only 
way to determine the benefit from accelerating income into 2012 or 
deferring deductions until 2013 is by performing detailed calculations 
with and without such acceleration or deferral. With and without 
calculations will take into account regular Federal income taxes, the 
AMT, the new Medicare Surtaxes, and state income taxes.

Although the overall tax rates for 2013 are currently in a state of flux, 
the temporary 2% Social Security tax holiday scheduled to expire 
after 2012, and the new Medicare Surtaxes enacted under the  
“Patient Protection Act of 2010” (Health Care Act), discussed below, 
may warrant action before 2013 that could save you taxes.

2012 Year-End Income Tax Planning For “Individuals”
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The “Temporary” 2% Social Security Tax Holiday Scheduled 
To Expire After 2012. Last February, Congress extended through 
December 2012 the temporary reduction in the Social Security tax 
rate from 6.2% to 4.2% for employees, and from 12.4% to 10.4% 
for selfemployed individuals. Therefore, if you are an employee, for 
2012, the normal 6.2% “employee” portion of your Social Security 
tax rate has been reduced to 4.2%. Since Social Security taxes apply 
only to the first $110,100 of compensation in 2012, your maximum 
savings for 2012 is generally $2,202 (i.e., $110,100 x 2%). Likewise, 
if you are self-employed, your Social Security taxes are reduced by 2% 
of your self-employment income for 2012 (up to $110,100).  
Tax Tip. You and/or your spouse should consider accelerating into 
2012 compensation (e.g., by accelerating a bonus, commission, etc.) 
or selfemployed income (e.g., encouraging a customer or client to 
pay early) in order to save the 2% Social Security tax to the extent the 
additional income does not cause either of you to exceed the  
$110,100 cap, and does not cause you to pay more income taxes. 
Moreover, the compensation or self-employed income that  
you accelerate into 2012 will not be subject to the new .9%  
Medicare Surtax (discussed in the next segment) which becomes  
effective in 2013.

New .9% Medicare Surtax On Earned Income Of Higher-Income 
Individuals Begins In 2013. Generally, effective for wages and 
self-employed earnings received after 2012 that exceed certain 
thresholds, the Health Care Act imposes an additional .9% Medicare 
Surtax. This surtax applies to the amount by which the sum of your 
W-2 wages and your self-employed earnings exceeds $250,000 if you are 
married filing a joint return (exceeds $200,000 if you are single, or 
$125,000 if married filing separately). Note! For married individuals 
filing a joint return, the .9% Medicare Surtax will apply to the extent 
the sum of both spouses’ W-2 earnings and the self-employed earnings 
exceeds the $250,000 threshold.

New 3.8% Medicare Surtax On Net Investment Income Of  
Higher-Income Taxpayers Begins In 2013. Starting in 2013,  
higher-income individuals may be subject to a new 3.8% Medicare 
Surtax on net investment income (e.g., interest, dividends, annuities, 
royalties, rents, certain “passive” income, and capital gains – less appli-
cable expenses). The tax will apply to individuals with net investment 
income where their modified adjusted gross income (MAGI) exceeds 
the following “threshold amounts” – $250,000 for married individ-
uals filing jointly; $200,000 if single; and $125,000 if married filing 
separately. Trusts and estates that have net investment income and have 
adjusted gross income (AGI) in excess of $11,950 for 2013 will also be 
subject to the 3.8% Medicare Surtax, unless the net investment income 
is timely distributed to beneficiaries. Fortunately, the following types 
of income are exempt from the 3.8% Medicare Surtax: tax-exempt 
income (e.g., municipal bond interest); gain on the sale of a principal 
residence excluded from income under the home-sale exclusion rules 
(i.e., up to $250,000 on a single return, up to $500,000 on a joint 
return); and distributions from qualified plans (e.g., IRAs, §403(b) 
annuities, etc.). Caution! Although distributions from retirement 
plans are not directly subject to the 3.8% Medicare Surtax, these 
distributions increase MAGI and may cause your investment income 

to be hit with the tax. Planning Alert! The following are actions you 
might take before 2013 to reduce the amount of income subject to 
the 3.8% Medicare Surtax in 2013:

•	Consider Investments That Generate Tax-Exempt Income. Invest-
ments generating tax-exempt income will become more attractive in 
2013. For example, tax exempt municipal bond interest may provide 
higher-income individuals with a double tax benefit: 1) the interest 
will not be included in MAGI thus reducing the chance that MAGI 
will exceed the income thresholds for the 3.8% Medicare Surtax,  
and 2) the tax-exempt interest itself is exempt from the Medicare 
Surtax. Planning Alert! Always consider the economics of the 
investment first!

•	Consider “Tax-Deferred” Investments. The 3.8% Medicare Surtax 
does not apply to earnings generated by a tax-deferred annuity 
(TDA) contract until the earnings are distributed. Thus, investing 
in a TDA in your higher-income years may allow you to defer the 
annuity income until later years when your MAGI is below the 
Medicare Surtax thresholds. Caution! The economics of the TDA 
should always be considered before investing.

•	Recognizing Capital Gains In 2012 And Deferring Capital 
Losses Beyond 2012. With the scheduled increase in the maximum 
long-term capital gains rates from 15% to 20% in 2013, and the 
imposition of the new 3.8% Medicare Surtax on capital gains 
starting in 2013, timing your sales of stocks, bonds, or other 
securities for 2012 is even more important than in previous years. 
If you are a higher-income taxpayer, you may save taxes by selling 
investments producing long-term capital gains that have increased 
in value in 2012, instead of waiting until 2013 or later. Likewise, 
overall tax savings may occur if you postpone selling investments 
producing a capital loss until 2013 or later, so that those losses can 
shelter capital gains that otherwise would be subject to the higher 
20% capital gains rate and the 3.8% Medicare Surtax. Tax Tip. 
Under the so-called “wash sale” rules, you are not allowed to recog-
nize a loss on the sale of securities if, within 30 days before or after 
the sale, you acquire substantially identical securities. However, the 
“wash sale” rules do not apply if you sell securities at a gain. Thus, 
you can accelerate capital gains by selling your appreciated securities 
before 2013, even if you purchase identical securities before or after 
the sale. Furthermore, by purchasing the replacement securities at 
their current appreciated values, you will obtain a higher tax basis in 
the newly-purchased securities. This higher basis in the replacement 
securities will reduce any gain you recognize from the sale of the 
securities after 2012. Caution! If the replacement securities go 
down in value after your purchase, you could face the “capital loss” 
limitations when you sell the investment. Also, you should always 
consider the economics of a sale or exchange first!

•	Consider Roth IRA Conversions. Tax-free distributions from a 
Roth IRA are exempt from the 3.8% Medicare Surtax, and do not 
increase your MAGI (and, thus will not increase your exposure to 
the Medicare Surtax). Therefore, these new tax-favored features 
should be factored into any analysis of whether you should convert 
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your existing IRA to a Roth. However, if the conversion occurs 
after 2012, the income triggered by the conversion increases your 
MAGI and, therefore, increases your potential exposure to the 3.8% 
Medicare Surtax on your net investment income (e.g., capital gains, 
dividends, interest, rents). Thus, by converting to a Roth in 2012 
rather than in 2013, you might avoid the higher income tax rates 
in 2013 and avoid any 3.8% Medicare Surtax on your net invest-
ment income that might otherwise apply for 2013 because of the 
conversion. Planning Alert! If you want the Roth conversion to be 
effective for 2012, you must transfer the amount from the regular 
IRA to the Roth IRA no later than December 31, 2012 (you do 
not have until the due date of your 2012 tax return). Caution! 
Whether you should convert your traditional IRA to a Roth IRA can 
be an exceedingly complicated issue, and this new 3.8% Medicare 
Surtax is just one of many factors that you should consider. Please 
call our firm if you need help in deciding whether or not to convert 
to a Roth IRA. 

Expired, Expiring, And Scaled Back Tax Breaks 
 
Selected Individual Tax Breaks That Expired After 2011. There 
is an ever-expanding list of temporary tax breaks that expire every 
few years. However, even though Congress often waits until the last 
minute, it has historically extended most of the more popular provi-
sions. Unfortunately, as we complete this letter, Congress has yet to 
extend a host of tax breaks that expired at the end of 2011, including: 
School Teachers’ Deduction (Up to $250) for Certain School Supplies; 
Deduction for State and Local Sales Tax; Deduction (Up to $4,000) 
for Qualified Higher Education Expenses; Qualifying TaxFree Trans-
fers from IRAs to Charities for Those at Least 70½; Higher Alternative 
Minimum Tax (AMT) Exemption Amounts; Increased Charitable 
Deduction Limits for Qualifying Conservation Easements; Lifetime 
$500 Credit for Qualified Energy-Efficient Home Improvements; 
and Deduction for Qualified Home Mortgage Insurance Premiums. 
Planning Alert! If recent history is a guide, Congress will likely extend 
these provisions eventually, but there is no guarantee. Our firm will 
monitor the status of these expired provisions.

Tax Breaks Currently Scheduled To Expire (Or To Be Reduced) 
After 2012. As discussed previously, the so-called Bush-era tax rate 
cuts are scheduled to expire after 2012. In addition, there are many 
other tax breaks that were enacted or expanded in 2001 and 2003 
that are also scheduled to expire or to be reduced, including: Student 
Loan Interest Deduction; Adoption Credit; Child Tax Credit; Earned 
Income Tax Credit; Child and Dependent Care Credit; Exclusion for 
Income From Principal Residence Mortgage Cancellations; Various 
Marriage Penalty Relief Provisions; and the Moratorium on Phase-
Outs of Personal Exemptions and Itemized Deductions.
 
Traditional Year-End Tax Planning Techniques  
In Light Of Tax Uncertainties

Traditional year-end tax planning typically includes strategies to 
postpone taxes until later years. Classic techniques to accomplish 
these goals include deferring the recognition of taxable income into 

future years, and accelerating deductible expenses into the current 
tax year. Although these strategies may still be advisable for individuals 
whose effective tax rates for 2013 are equal to or less than their rates 
for 2012, they are not advantageous for individuals whose effective 
tax rates are scheduled to increase dramatically after 2012. Therefore, 
the following are suggested planning ideas for individuals whose tax 
rates will increase significantly after 2012. Caution! We encourage you 
to call our firm before implementing any tax planning technique 
discussed below. You cannot properly evaluate a particular planning 
strategy without calculating your overall tax (including the AMT and 
any state income tax) with and without that strategy. 

Year-End Planning For Investments. As mentioned earlier in this 
letter, the maximum long-term capital gain rate is scheduled to 
increase from 15% to 20% after 2012, and to 23.8% if the new 3.8% 
Medicare Surtax applies. In addition, through 2012, long-term capital 
gains that would otherwise be included in the 15% (or below) ordi-
nary income tax bracket, are taxed at zero percent. After 2012, this 
zero percent bracket is scheduled to increase to 10% (8% if the asset 
is held more than 5 years). Planning Alert! After fully evaluating the 
economic factors, the following are year-end tax planning ideas that 
could save you 2012 taxes for sales of capital assets:

•	Planning With Temporary Zero Percent Capital Gains Tax Rate. 
For 2012, all ordinary income (e.g., W-2, interest income) up to 
$70,700 for those filing joint returns ($35,350 if single) is taxed at 
the 15% rate, or below. Thus, married taxpayers filing jointly can 
benefit from the zero percent capital gains rate if (and to the extent) 
they have 2012 ordinary taxable income under $70,700 ($35,350 
if single). For example, if a married couple has taxable income of 
$50,700 for 2012 before considering their long-term capital gains, 
up to $20,000 (i.e., $70,700 - $50,700) of their long-term capital 
gains could be subject to the zero percent capital gains rate. Tax 
Tip. If you anticipate your taxable income to be below these levels 
and you own appreciated securities, please call our firm and we will 
help you determine if it is possible for you to take advantage of 
this zero percent capital gains rate. Planning Alert! Don’t forget, 
long-term capital gains that currently qualify for the zero percent 
rate will be taxed at 10% (8% if you have held the asset more than 5 
years) starting in 2013, unless Congress extends the zero percent rate 
beyond 2012.

•	Timing Your Capital Gains And Losses. If you have already 
recognized capital gains in 2012, and you want to shelter those 
gains from the current 15% maximum capital gains rate, you 
should consider selling securities that have declined in value prior 
to January 1, 2013. These losses will be deductible on your 2012 
return to the extent of your recognized capital gains, plus $3,000. 
Tax Tip. These losses may have the added benefit of reducing your 
income to a level that will qualify you for other tax breaks, such as 
the: $2,500 American Opportunity Tuition Tax Credit, $1,000 child 
credit, $12,650 adoption credit, etc. Planning Alert! If within 30 
days before or after the sale of loss securities, you acquire the same 
securities, the loss will not be allowed currently because of the “wash 
sale” rules (although the disallowed loss will increase the basis of the 
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acquired stock). Caution! As we previously warned in the discussion 
of the new 3.8% Medicare Surtax, it may be better tax-wise for high 
income individuals to wait to sell investments that are worth less 
than cost until after 2012. That way, the capital losses may offset 
2013 capital gains that might otherwise be hit with the higher 20% 
capital gains rate and the new 3.8% Medicare Surtax.

Postponing Taxable Income. Even if all or some of the current-
ly-scheduled tax rate increases become effective after 2012, it is still 
generally a good idea to defer income into 2013 if you believe that 
your marginal tax rate for 2013 will be equal to or less than your 2012 
marginal tax rate (for example if your taxable income is significantly 
less in 2013, you are subject to the AMT in 2012 and 2013, etc.).  
Tax Tip. This classic tax planning strategy may be particularly valuable 
for 2012 if it also keeps your 2012 income below the phase-out 
thresholds for the many tax breaks that are currently scheduled to 
expire or be scaled back after 2012 (e.g., adoption credit, student loan 
interest deduction, American Opportunity Tax Credit,  
child tax credit).

Taking Advantage Of Deductions. After considering the current-
ly-scheduled tax rate increases for 2013, if you believe that your 
marginal tax rate for 2012 will be equal to or greater than your 2013 
marginal tax rate, you may save taxes by accelerating deductions into 
2012. Likewise, accelerating into 2012 items that are deductible in 
calculating adjusted gross income “AGI” may be particularly valuable 
if the deductions keep your 2012 AGI below the phase-out thresholds 
for the many tax breaks that are currently scheduled to expire or to 
be scaled back after 2012 (e.g.,adoption credit, student loan interest 
deduction, American Opportunity Tax Credit, child tax credit).

Accelerating Deductions Into 2012. As a cash method taxpayer, 
you can generally accelerate a 2013 deduction into 2012 by “paying” 
for the deduction item in 2012. Accelerating an “above-the-line” 
deduction (e.g., IRA contribution, Health Savings Account (HSA) 
contribution, health insurance premiums for self-employed indi-
viduals, qualified student loan interest, qualified moving expenses, 
deductible alimony) into 2012 may allow you to reduce your 
“adjusted gross income” (AGI) or “modified adjusted gross income” 
(MAGI) below the thresholds needed to qualify for many other tax 
benefits (e.g., child credit, education credits, adoption credit, ability 
to contribute to an IRA, etc). Caution! “Itemized” deductions (i.e., 
below-the-line deductions) do not reduce your AGI or MAGI and, 
therefore, will not affect your 2012 deductions and credits that are 
reduced as your income increases. Itemized deductions generally include 
charitable contributions, state and local income and property taxes, 
medical expenses, unreimbursed employee business expenses, and 
home mortgage interest. Tax Tip. “Payment” typically occurs in 2012 
when your check is delivered to the post office, when your electronic 
payment is debited to your account, or when an item is charged in 
2012 on a third-party credit card (e.g., Visa, MasterCard, Discover, 
American Express). Planning Alert! Until 2010, itemized deductions 
(other than medical expenses, investment interest, casualty and theft 
losses, and gambling losses) were generally reduced by a percentage 
of an individual’s AGI above a threshold amount. For 2010, 2011, 

and 2012, all individuals are exempt from this phase-out. However, 
beginning in 2013, itemized deductions (other than medical expenses, 
investment interest, casualty and theft losses, and gambling losses) 
are scheduled to be reduced by 3% of an individual’s AGI above the 
2013 threshold amount. Thus, if you anticipate that your income 
will exceed the beginning phase-out threshold in 2013 (projected to 
be $178,150), accelerating 2013 itemized deductions into 2012 can 
avoid the phase-out.

Starting In 2013 – Medical Deduction Threshold Increases From 
7.5% To 10% Of AGI. Currently, you are generally allowed an 
itemized deduction for unreimbursed medical expenses (including 
unreimbursed health insurance premiums) to the extent that the 
expenses exceed 7.5% of adjusted gross income (10% for alternative 
minimum tax purposes). Starting in 2013, the Health Care Act 
generally increases this threshold from 7.5% of adjusted gross income 
(AGI) to 10% of AGI. Exception For Seniors. If either you or your 
spouse is at least age 65 before the close of the tax year, the 7.5% of 
AGI threshold will continue to apply through 2016 (whether you 
file a joint return or separate returns). Tax Tip. If you will be subject 
to the 10% threshold in 2013, you should consider accelerating (i.e., 
bunching) your anticipated discretionary medical expenses into 2012 
if your total medical expenses will exceed the 7.5% threshold, but not 
the 10% threshold. 

Charitable Contributions. A charitable contribution deduction 
is allowed for 2012 if the check is mailed on or before December 
31, 2012, or the contribution is made by a credit card charge in 
2012. However, if you merely give a note or a pledge to a charity, no 
deduction is allowed until you pay off the note or pledge. Planning 
Alert! For the past several years, we have had a popular (but temporary) 
rule that allowed a taxpayer at least age 70½, to make a qualifying 
transfer of up to $100,000 from his or her IRA directly to a qualified 
charity, and exclude the distribution from income. The IRA transfer 
to the charity also counted toward the owner’s “required minimum 
distributions” (RMDs) for the year. Although this provision expired 
after 2011 and is not currently available for 2012, it is possible that 
Congress may retroactively reinstate this provision for 2012. If so, and 
you wish to use this provision if retroactively extended, be prepared to 
make the transfer from your IRA to the charity on short notice. Also, 
if you are eligible for this provision and you have not taken your 2012 
RMD from the IRA, consider waiting until later in 2012 to take the 
distribution. That way, if Congress retroactively extends this provision 
through 2012, you will have the option of transferring up to $100,000 
directly to a charity and reduce (or eliminate) your RMD for 2012. 
Caution! There is generally a 50% penalty for failure to make the 
RMD by the end of 2012. 	
				  
Consider Maximizing Family Gifts

Utilize Annual Gift Tax Exclusion. For individuals dying in 2012, 
there is generally a 35% estate tax to the extent the value of the 
estate, plus any taxable gifts made during the decedent’s life, exceeds 
$5,120,000 (the estate and gift “unified exclusion amount”). This 
current unified exclusion amount is scheduled to drop to $1 million 
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for gifts made after 2012 and for estates of individuals dying after 
2012. Also, the top estate and gift tax rate is scheduled to increase 
to 55% after 2012. If your estate is large enough to be exposed to 
the estate tax, and you want to minimize that exposure, you can 
reduce your estate without using any of your unified exclusion amount 
by making annual gifts up to $13,000 per donee (projected to be 
$14,000 for 2013). Your spouse can do the same, bringing your 
combined 2012 gift to $26,000 per donee, without reducing either 
your or your spouse’s unified exclusion amount. Planning Alert! If you 
make your 2012 gift by check, the IRS says that the donee must actu-
ally “deposit” the check by December 31, 2012 in order to utilize the 
$13,000 annual gift tax exclusion for 2012. Therefore, if gifts are made 
by check near the end of the year, instruct the donee to deposit the 
check no later than December 31, 2012, or consider using a cashier’s 
check – which should constitute a gift when the check is delivered.

Larger Estates Should Consider Using The Temporary $5,120,000 
Unified Exclusion Amount For Lifetime Gifts. As mentioned above, 
the current unified exclusion amount of $5,120,000, which may be 
used to reduce either gift taxes for lifetime gifts or estate taxes at death, 
is scheduled to drop to $1 million after 2012. This dramatic drop in 
the unified exclusion amount has caused many high-wealth individuals 
to consider large family gifts before 2013. If you are in this situation, 
please call our firm and we will review with you the many tax and 
non-tax factors you should consider before implementing a significant 
year-end gift strategy. Planning Alert! Maximizing the benefits of 
a 2012 gift may require appraisals, the establishment of trusts, etc. 
Therefore, we need to begin planning for the gift as soon as possible. 
That way, we will be in a position to “implement” the gift if it appears 
the unified exclusion amount will, in fact, drop in 2013 or postpone 
the gift if Congress extends the current $5,120,000 unified exclusion 
amount and you wish to wait.

Miscellaneous Year-End Tax Planning  
Opportunities

Before wrapping up your traditional year-end planning review, here are 
several more strategies you might consider:

Consider Increasing Withholding If You Are Facing A Tax Under-
payment Penalty. If you have failed to pay sufficient estimated taxes 
during 2012 potentially causing an underpayment penalty, increasing 
your withholdings before the end of 2012 may solve the problem. 
Any income tax withholding (including withholdings at the end 
of 2012 from a year-end bonus or IRA distribution) is generally 
deemed paid 1/4 on April 17, 2012, June 15, 2012, September 17, 
2012 and January 15, 2013. Therefore, amounts withheld on or 
before December 31, 2012 may reduce or eliminate your penalty for 
underpaying estimated taxes. 

IRA Owners Reaching Age 70½ During 2012. If you reached age 
70½ at any time during 2012, you must begin distributions from 
a traditional IRA account no later than April 1st of 2013. A 50% 
penalty applies to the excess of the “required minimum distribution” 
over the amount actually distributed. If you wait until 2013 to take 

your first payment, you will still be required to take your second 
required minimum distribution no later than December 31, 2013, 
which will cause you to take two payments in 2013. Planning Alert! 
This “bunching” of the first two annual payments into one tax year 
(2013) could cause your income to be taxed in a higher tax bracket 
and, therefore, result in more overall tax than if you received the first 
required payment in 2012. Also, taking your first required distribu-
tion in 2012 may save even more taxes than in previous years, if the 
scheduled tax increases after 2012 actually occur.

Maximize Tax-Favored Medical Benefits For Children Under Age 
27. An employer provided health plan may provide tax-free  
reimbursements to an employee’s child who is under age 27  
at the end of the tax year. This exclusion applies even if the employee 
cannot claim the child as a dependent for tax purposes. Tax Tip.  
If your employer’s health insurance plan is currently covering your 
child who will turn age 27 in 2013, accelerating discretionary  
medical expenses for that child from 2013 to 2012 will allow your 
employer’s 2012 reimbursements to be tax-free. In addition,  
if you are self-employed and you otherwise qualify, you may  
take an “above-the-line” deduction (i.e., unrestricted by the  
limitations on “itemized deductions”) for health insurance  
premiums that you pay for your child who is under age 27 at  
the end of the year, even if the child is not your “dependent” for  
tax purposes. 

Final Comments
 
Please contact us if you are interested in a tax topic that we did not 
discuss. Tax law is constantly changing due to new legislation, cases, 
regulations, and IRS rulings. Our firm closely monitors these changes. 
In addition, please call us before implementing any planning ideas 
discussed in this letter, or if you need additional information. Note: 
The information contained in this material represents a general over-
view of tax developments and should not be relied upon without an 
independent, professional analysis of how any of these provisions may 
apply to a specific situation.

Circular 230 Disclaimer: Any tax advice contained in the body of 
this material was not intended or written to be used, and cannot be 
used, by the recipient for the purpose of 1) avoiding penalties that 
may be imposed under the Internal Revenue Code or applicable state 
or local tax law provisions, or 2) promoting, marketing, or recom-
mending to another party any transaction or matter addressed herein.
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A couple of years ago our firm decided to forego spending on a 
year-end party and instead donate the money to Wings of Life, a 
drug and alcohol rehabilitation center. Members of our firm along 
with some spouses and children caravanned down to St. Louis Street 
in Mobile to take a tour of the Wings’ facility, present them with a 
check, and serve that night’s supper to the residents. 

When I reflect on this experience, I ask myself: Did it make any 
difference? Did this one deed or any other charitable endeavor 
undertaken over the years really matter? 

The cynic says we only do these things for self-serving recognition. 
And the skeptic’s view is that even when a charitable effort is sincere, 
it amounts to nothing more than a small pebble of hope dropped 
into an ocean of human misfortune. So why bother?

How easy it is to be a cynic or skeptic. In fact, so easy that anybody 
can be one! It is unfortunate that their viewpoints are sometimes so 
prevalent we choose to embrace them.

In this holiday season let’s not be an “anybody.” Let us ignore the 
naysayers and remember that any act of charity or kindness, large or 
small, can have an uplifting effect on someone’s life. The “pebble” 
we drop from time to time may appear to create only a ripple. But 
a ripple can turn into a big wave. And a big wave can eventually 
become a giant Tsunami of positive force.

In helping those less fortunate you often become more aware of your 
own blessings. As we accountants might say, if you focus on your 
many assets, tangible as well as intangible, you will always show a 
profit! Here at CSB our most valuable asset is the opportunity to 
serve our clients. 

Thank you for your business. We recognize that being your advisor is 
a privilege that is earned, and we pledge to continually work to keep 
your trust.

We wish you and your family a joyous holiday season and a happy 
new year! 

Holiday Message


