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CLIENT SPOTLIGHT

Moving or Storage? Think PODS!

Established in 1998, PODS takes the stress out of moving and storing personal belongings or business
equipment. The company provides convenience and flexibility through its innovative solution of
delivering a container and allowing the customer all the time they need to load and unload their
container. Here’s how it works—PODS delivers an empty container to you at your convenience. You
can fill the container at your own pace and pack your items however you wish, then call PODS when
you are ready. The company will pick up the container and either deliver it to it’s brand new secure
storage center in Mobile, or drive it across town or across the country. PODS works around your
schedule, does all the driving and provides a secure and safe way to move your belongings. When you
finish packing your container you can lock it and keep the only key to make sure your items are secure.
Also, PODS’ patented lift system (Podzilla) is designed to keep the container level to prevent damage
to your belongings. PODS is the inventor and leader of the portable storage category. It currently
serves 48 states, Canada, and Australia, and has made over 1 million deliveries worldwide and over
30,000 here in Mobile and Baldwin Counties since 2004.

In 2004, our clients, Chris Carter and Greg Marshall, decided to open a PODS franchise in Mobile.
The idea to invest in PODS came to Greg Marshall while traveling. He had been to several large cities
and had spotted many PODS units. Greg was not familiar with the franchise but its popularity sparked
his interest. So he called friend and business partner, Chris Carter, and asked him to investigate. That
same day, Chris passed by a PODS truck and, out of curiosity, followed it into a neighborhood.

Continued on Page 2



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.
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Chris chatted with the driver and inquired about the business. She
happened to be the owner of the Jackson, MS franchise and a
childhood friend of Greg’s.

After learning more about PODS, Chris and Greg determined this
was an opportunity worth pursuing and met with CSB partner,
Joey Bailey, to discuss a plan for starting the business. Originally,
they leased a facility in Brookley Field. With the growth of the
business, however, they recently completed a new specially designed
warehouse at 2645 Dauphin Island Parkway engineered specifically
for their growing business.

“Crow Shields Bailey has been a valuable partner of ours this whole
way. We depend on their expertise and professionalism in dealing
with all the government requirements and for providing current
financial information to our lender. I consider Joey Bailey a partner

and friend.” — Chris Carter
To learn more about PODS Mobile, visit the website at

www.PODS.com or call Chris at the new Dauphin Island Pkwy
location at 251-370-4172.

_ﬁ}lirw\\ Slihds Bahey

Visit our website at CSBcpa.com

[i Facebook.com/CSBCPA

m@ Linkedin.com/company/crow-shields-bailey-pc
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Men of St. Joseph Fall Outback Retreat

By Kenny Crow

It isn’t very often in life that you are thrust into a position to serve

your neighbor in an extraordinary way. Early last January, I was asked
to be the Lay Leader of the Men of St. Joseph Fall Outback Retreat.

I had been to Outback as a camper and as a volunteer but I certainly
didn’t feel that I had the broad understanding necessary to be in
charge of 150 campers and over 200 volunteers. My initial reaction
was, “No way, but [ will think about it.”

Marty, Lousie, Kenny, Kenny Il

I finally decided that if I could participate as a coach at the Spring
Outback, I would gain the comfort level required to be an effective
leader. I am so glad that I made that decision because this may turn
out to be one of the most rewarding experiences of my life.

Outback is a semi-annual retreat held at Camp Grace in West Mobile.
Campers come as couples; either spouses or parent/teens. The campers
check in at the most serene spot in all of Mobile on Friday afternoon.
They are greeted with “red carpet treatment” that would rival the
Ritz-Carlton Hotel and are quickly encouraged to give up their car
keys, iPhones and all other electronic devices. The weekend is full of
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enlightening talks, small group discussions, outdoor activities, team
building exercises and solo time. Did I mention the marvelous food?
The retreat culminates with an explanatory Mass with Archbishop
Rodi and it’s off the charts!

So, why would anyone want to give up a weekend to come to
Outback? First, Outback is all about improving relationships; both
your relationship with God and with your fellow camper. Second,
everyone must agree that we run pretty hard each day. If nothing else,
Outback provides a break from our merry-go-round lifestyles and
allows time for reflection and a chance to reset your priorities. Did I
say relax?

The fall retreat was held on November 1-3 and the Lord blessed us
with beautiful weather. We had been meeting since May to plan this
event and appointed 32 team leaders. My duties included managing
all these moving parts and, as I was reminded so many times, not to
worry. Easier said than done! Everything we worried about worked
out just fine. Most importantly, there were lives changed; there were
broken marriages healed and
broken relationships salvaged. Can
you imagine being a small part of
this? Of course, we did none of
these miracles. God was present.

I mentioned how rewarding this
experience was for me. Not just

Brian and Kristi Dughtery - because of the many relationships

Outback Campers that were strengthened during

the weekend, but also to have the opportunity to work with so many
wonderful volunteers. It was incredible to see their commitment to
execute their assignments and to make sure the campers had a fantastic
experience. I just sat back all weekend and watched because my job
was done. I marveled at the work of so many and the guidance of the

Holy Spirit throughout the process. What a blessing!
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Team Member

Lott Brigham, Colleen Macon and
Mandy Damrich represented CSB in
the Senior Bowl 10K

Zac Caskey (middle) performed at the
Azalea City Marching Festival on September
28. He plays
both the tenor
saxophone and

L to R Colleen
Macon, Lott Brigham
and Mandy Damrich bass guitar in |

the Theodore High School band. THS

won all superior ratings at the festival.

On October 1, 2013 Jo Chateau
attended the Navy’s “Grim Reapers”

of Strike Fighter Squadron (VFA) 101
Rollout Ceremony of their newest
stealth aircraft - an F-C35 Lightening II
at Eglin Air Force Base, FL.

Kenny Crow is serving
on the University of
Alabama, Culverhouse
School of Accountancy
Professional Advisory Board. Kenny has also been
appointed Vice President of Membership for the
Mobile Chamber of Commerce, where he currently

serves on the Board of Directors.

Sarah Frerman
and Kelly
Wheeler were

married on

September 20,

2013 at Caribe

Resort in

Orange Beach,

AL. They will

,) honeymoon in Tortolla in December and
Sarah and Kelly Wheeler  reside in Louisville, Kentucky.

Colleen Keleher and
husband Maarten Van
der Giessen attended
the Bellingrath
Gardens Sunset
Supper with the
Alabama Nursery and

Landscape Association
board officers, where
Maarten currently
serves as president.
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Alex Martin and Mallory Maurin were
married on June 22 at the Cathedral
of the Immaculate Conception,
followed by a reception at the
Bragg-Mitchell mansion. The couple
honeymooned in St John’s, Antigua.

-
l Alex also passed the CPA exam in
October. He has had quite a year!

CSB welcomed Terry Reece in August.
Terry received her Accounting degree
from the University of Kentucky and
is on our Gulf Shores team.

Kirsten Stuart joined CSB in November and is on our audit team.
Kirsten received both her Bachelor’s and Master’s degrees from the
University of South Alabama and recently passed the CPA exam!

Olivia Wiggins, one of 349, received her certificate of admissions
to the Alabama State Bar. Administering the Oath of Office was
Roy S. Moore, Chief Justice, Alabama Supreme Court in the
presence of Associate Justices and Judges serving on both the
Alabama Court of Criminal Appeals and of Civil Appeals. Olivia is
Jo Chateau’s granddaughter.

Mitchell and Luke
Adams first day of
school at St. Dominic
Catholic School.
Mitchell (L) is in
Kindergarten and Luke
is in pre-K.
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We had a fun time with our First Annual Pumpkin
Decorating Contest. The winner was selected by a
combination of Facebook votes and votes by office
visitors. The winner, hands down, was the “Kenny Crow”
pumpkin designed by Tim Adams, Kristi Daughtery and
Sherri Deighton.

Winner! Kenny Crow pumpkin

o ‘.‘\

Auburn Pumpkin

Witch Pumpkin

Zombie Dancer — Bryce Martinez,
granddaughter of Lanette Caskey

The Incredibles — Josh, Kathryn, Henry and Madeline Jamison & Jonah Daughtery Mitchell Adams a/k/a Goose
Ava and Andrew Frerman Frerman
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2013 Year-End Income Tax Planning For Individuals

As the end of 2013 approaches, it’s time to consider planning moves
that could reduce your 2013 taxes. Year-end planning is particularly
important given the rapid pace of tax law changes and the extensive
list of current tax breaks scheduled to expire at the end of 2013. In
addition, there are several 2013 law changes providing new tax saving
opportunities as well as the many “time-tested” tax saving techniques
that continue to apply.

We are sending you this letter to remind you of the traditional year-
end tax planning strategies that help lower your taxable income and
postpone the payment of your taxes to later years. In this letter, we
also highlight new tax planning opportunities available to individuals
because of recent law changes. Planning Alert! Since many tax
breaks are currently scheduled to expire after 2013, it is extremely
important that you act timely to obtain maximum benefits!

Tax Tip. Many of the recent tax changes impacting your 2013
income tax liability are dependent on the amount of your adjusted
gross income, modified adjusted gross income, or taxable income.
We highlight these income thresholds prominently in this newsletter.

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

* Tax Breaks Expiring After 2013

* New Taxes And Tax Rates Impact Year-End Planning
* Tax Planning For Investment Income

* Postponing Taxable Income

* Taking Advantage Of Deductions

* Miscellaneous Year-End Opportunities

Caution! Tax planning strategies suggested in this letter may subject
you to the alternative minimum tax (AMT). For example, many
deductions are not allowed for AMT purposes, such as: personal
exemptions, the standard deduction, state and local income taxes, and
real estate taxes. Also, the AMT can be triggered by taking large capital
gains, having high levels of dividend income, or exercising incentive
stock options. Therefore, we suggest that you call our firm before
implementing any tax planning technique discussed in this letter.
You cannot propetly evaluate a particular planning strategy without
calculating your overall tax liability (including the AMT and any state
income tax) with and without that strategy. Please Note! This letter
contains ideas for Federal income tax planning only. State income tax
issues are not addressed.

Tax Breaks Expiring After 2013

A host of current tax breaks for individual taxpayers are scheduled to
expire at the end of 2013, unless Congress extends these provisions.
Caution! Although Congress has traditionally extended a majority
of expiring tax breaks in the past, there is no guarantee that it will
do so in the future. Tax Tip. Regardless of how Congress ultimately
addresses these expiring tax breaks, there are real tax savings available
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if you take advantage of these provisions before the end of 2013.
The following are some of the more popular tax breaks that we have
enjoyed over the past several years, but are currently scheduled to
expire after 2013: School Teachers’ Deduction (Up to $250) for
Certain School Supplies; Deduction for State and Local Sales Taxes;
Deduction (Up to $4,000) for Qualified Higher Education Expenses;
Qualifying TaxFree Transfers from IRAs to Charities for Those at
Least 70%2; Increased Charitable Deduction Limits for Qualifying
Conservation Easements; $500 Credit for Qualified Energy-Efficient
Home Improvements; Deduction for Qualified Home Mortgage
Insurance Premiums; Income Exclusion for Principal Residence
Mortgage Cancellations; and Temporary 100% Gain Exclusion from
Sale of “Qualified Small Business Stock.” Planning Alert! If you
would like to take advantage of any of these provisions, but you need
more information, please call our office so we can help you take the
necessary steps to lock in these tax benefits before it is too late.

New Taxes And Tax Rates Impact
Year-End Planning

Traditional year-end tax planning typically includes strategies that
lower your current taxable income and postpone the payment of taxes
to later years. The classic technique to accomplish both of these goals
is to defer the recognition of taxable income to later years, and to
accelerate deductible expenses into the current tax year. Although
these strategies are still advisable for many taxpayers, please keep in
mind that 2013 has ushered in for higher income individuals: 1) a
new top tax bracket of 39.6% (up from the previous top bracket of
35%); 2) a new .9% Additional Medicare Tax; and 3) a new 3.8%
tax on net investment income. These changes should be considered in
preparation for year-end planning.

Highest “Ordinary” Income Tax Rate For Individuals Increased
To 39.6%. The American Taxpayer Relief Act of 2012 (ATRA)
continues the Bush-era 10% to 35% tax brackets with no sunset and
adds an additional 39.6% tax bracket for higher income individuals.
Beginning in 2013, the new 39.6% bracket applies to taxable
income of an individual in excess of the following thresholds:
$450,000 for married couples filing joint returns ($225,000 if
married filing separate returns); $400,000 for single filers; and
$425,000 for heads of households. These thresholds are adjusted for
inflation after 2013.

* 39.6% Rate Creates New Marriage Penalty. The income
thresholds for the new 39.6% tax bracket have created a new
marriage tax penalty. For example, if a married couple files a 2013
joint return and each spouse has taxable income of $400,000,
their joint taxable income of $800,000 will generally be taxed at
39.6% to the extent it exceeds the $450,000 threshold for married
individuals filing joint returns (i.e., $350,000 will be taxed at
39.6%). By contrast, if the individuals were not married and each
filed as single, neither would be subject to the 39.6% tax rate
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because neither would have exceeded the $400,000 taxable income
threshold that triggers the 39.6% rate for single individuals.

Highest Long-Term Capital Gain And Qualified Dividend Rates
Increased To 20%. ATRA permanently retains the maximum long-
term capital gain and qualified dividend rates at 15% for lower and
moderate income individuals. ATRA also permanently retains the zero
percent tax rate for long-term capital gains and qualified dividends
where the capital gain or dividend income would otherwise be taxed
in the 15% or 10% brackets (for 2013, taxable income up to $36,250
for single individuals and $72,500 for joint filers is taxed in the 15%
bracket or below). However, beginning in 2013, for long-term capital
gains or qualified dividends that would otherwise be taxed in the
39.6% bracket, ATRA increases the tax rate to 20%. For example, to
the extent long-term capital gains of a single individual cause

his or her taxable income to exceed $400,000 in 2013 (i.e., the
income threshold for the 39.6% bracket), the capital gains will be
taxed at 20%.

Personal Exemption And Itemized Deduction Phase-Outs
Reinstated. During most of the past two decades, higher-income
individuals were subject to an income phase-out provision that
reduced their personal exemptions and itemized deductions as
their income exceeded certain thresholds. All individuals were given
a three-year reprieve from these phase-outs from 2010 through
2012. Beginning in 2013, ATRA permanently reinstates these
phase-out provisions for individuals with adjusted gross incomes
exceeding the following threshold amounts: $300,000 for married
couples filing joint returns ($150,000 if married filing separately);
$250,000 for single filers; and $275,000 for heads of households.
These thresholds will be adjusted for inflation after 2013. Tax Tip.
The phase-out provisions do not apply to the following itemized
deductions: medical expenses, investment interest, gambling losses,
casualty losses, and theft losses. Practice Alert! Individuals whose
itemized deductions and/or personal exemptions are reduced by these
phase-out provisions will have higher “effective” tax rates than listed in
the published statutory-rate schedules.

9% Additional Medicare Tax On “Earned Income” Of Higher-
Income Individuals. Generally, effective for wages and self-
employment earnings received after 2012 that exceed certain
thresholds, the Affordable Care Act imposes a new .9% Additional
Medicare Tax on individuals with higher W-2 wages and self-
employment income. This .9% Medicare tax generally applies to

the amount by which the sum of your W-2 wages and your self-
employment earnings exceeds the following thresholds: $250,000

if you are married filing jointly; $200,000 if you are single;

or $125,000 if you arec married filing separately. For married
individuals filing a joint return, the .9% Medicare tax will apply to the
extent the sum of both spouses’ W-2 earnings and the self-employment
earnings exceeds the $250,000 threshold. Planning Alert! These
income thresholds are fixed and are not indexed for future inflation.

3.8% Tax On “Net Investment Income” Of Higher Income

Taxpayers. Beginning in 2013, the Affordable Care Act imposes
a new 3.8% tax on the net investment income (3.8% NIIT) of

Crow Shields Baileyrc

higher-income taxpayers. With limited exceptions, “net investment
income” generally includes the following types of income (less
applicable expenses): interest, dividends, annuities, royalties, rents,
“passive” income (as defined under the traditional “passive activity”
loss rules), long-term and short-term capital gains, and income from
the business of trading in financial securities and commodities.
Planning Alert! Income, including “passive” income, is not “net
investment income” (and is therefore exempt from this new 3.8%
NIIT), if the income is “self-employment income” subject to the
2.9% Medicare tax. The 3.8% NIIT applies to individuals with
modified adjusted gross income (MAGI) exceeding the following
“thresholds” (which are not indexed for future inflation): $250,000
for married filing jointly; $200,000 if single; and $125,000 if
married filing separately. The 3.8% NIIT is imposed upon the
lesser of an individual’s 1) modified adjusted gross income (MAGI) in
excess of the threshold, or 2) net investment income.

* Example. For 2013, Mark (a single taxpayer) has MAGI of
$210,000 comprised of W-2 compensation of $180,000 and
“investment income” (e.g., capital gains, interest, dividends) of
$30,000. Mark has $10,000 of deductible expenses allocable to
investment income. Therefore, Mark’s “net investment income”
is $20,000. The 3.8% NIIT would be imposed on the lesser of
1) $10,000 (i.c., Mark’s MAGI of $210,000 less the $200,000
threshold for a single individual), or 2) $20,000 (Mark’s net
investment income). Therefore, Mark would pay NIIT of $380
(i.e., $10,000 x 3.8%).

Tax Planning For Investment Income

Planning For The New 3.8% Net Investment Income Tax (3.8%
NIIT). The introduction of the new 3.8% Net Investment Income
Tax (3.8% NIIT) creates new investment tax planning strategies
starting in 2013, including:

* Consider Shifting To Investments That Generate Tax-Exempt
Income. Fortunately, the following types of income are not subject
to the 3.8% NIIT: tax-exempt bond interest; gain on the sale of a
principal residence otherwise excluded from income under the home-
sale exclusion rules (i.c., up to $250,000 on a single return, up to
$500,000 on a joint return); and distributions from qualified
retirement plans (e.g., 401(k) plans, IRAs, §403(b) annuities, etc.).
Therefore, investments that generate tax-exempt income are more
attractive beginning in 2013. For example, tax exempt municipal
bond interest will potentially provide higher-income individuals
with a double tax benefit: 1) the interest will not be included in the
taxpayer's MAGI thus, reducing the chance that the taxpayer will
exceed the income thresholds for the 3.8% NIIT, and 2) the tax-
exempt interest itself is exempt from the 3.8% tax. Planning Alert!
Although taxable distributions from qualified retirement plans (e.g.,
IRAs, 401 (k) plans, etc.) are not investment income, the taxable
distributions will increase your “modified adjusted gross income”
(MAGI). Therefore, to the extent the taxable distributions cause
your MAGI to exceed the 3.8% MAGI thresholds (i.e., $250,000
for joint returns; $200,000 for singles), the distributions could cause
your “net investment income” to be taxed by the 3.8% NIIT.
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* Consider “Tax-Deferred” Investments. The 3.8% NIIT does
not apply to earnings generated by a tax-deferred annuity
(TDA) contract until the income is distributed. Thus, after first
considering the economics, 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 3.8% NIIT thresholds.

“Passive” Income. “Ner Investment Income” for purposes of

the 3.8% NIIT generally includes net income from a business
activity if you are a “passive” owner (unless the income constitutes
self-employment income that is subject to the 2.9% Medicare tax).
You will generally be deemed a “passive” owner if you do not
“materially participate” in the business as determined under the
traditional “passive activity loss” rules. For example, under the
passive activity loss rules, you may be a “passive” owner unless you
spend more than 500 hours working in the business during the
year or meet some other material participation test. Furthermore,
subject to limited exceptions, rental income is generally deemed to
be “passive” income under the passive activity loss rules, regardless of
how many hours you spend working in the rental activity. However,
there are several exceptions in the passive activity rules where rental
income is not considered passive income. If you believe that you
may have income that could be classified as “passive” under these
rules, please contact our firm. We will be glad to evaluate your
situation to determine whether there are steps you could take to
avoid “passive” income classification, and thus, minimize your
exposure to the 3.8% NIIT.

Trusts And Estates Can Be Subject To The 3.8% NIIT. Starting
in 2013, if a trust or estate has ner investment income, and also has
adjusted gross income (AGI) in excess of a “threshold” amount (for
2013, the threshold is $11,950), it must pay the 3.8% NIIT unless
the income is timely distributed to beneficiaries. Caution!
Timely distributions of net investment income from an estate or
trust could cause the beneficiary to be subject to the 3.8% NIIT
on the distributed investment income. However, the beneficiary
would avoid the 3.8% tax altogether on the distributed investment
income if the beneficiary’s MAGI is below the NIIT threshold

for individuals (e.g., below $200,000 for a beneficiary who is
single). Tax Tip! If you want the trust’s or estate’s net investment
income (NII) to be taxed to the beneficiary, the NII must generally
be distributed by the end of the taxable year of the trust or

estate. For example, assume that a trust has a taxable year-end of
December, 31, 2013, and you want the trust’s NII to be taxed to
the beneficiary. The trust must generally distribute its NII to the
beneficiary no later than December 31, 2013. Planning Alert!
The distribution may be made within the first 65 days of 2014,
if the trustee makes an affirmative election (by checking the
appropriate box on the trust’s 2013 income tax return) to treat the
distribution as made during 2013.

Traditional Year-End Planning With Capital Gains And Losses.
Generally, net capital gains (both short- term and long-term) are
potentially subject to the new 3.8% NIIT. Starting in 2013, this could
result in an individual who is taxed in the 39.6% ordinary income

tax bracket paying tax on his or her net long-term capital gains at a
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23.8% rate (i.e., the maximum capital gains tax rate of 20% plus the
3.8% NIIT). This individual’s net short-term capital gains could

be taxed as high as 43.4% (i.e., 39.6% plus 3.8%). Consequently,
traditional planning strategies involving the timing of your year-end
sales of stocks, bonds, or other securities may save you more taxes this
year than in previous years. The following are time-tested, year-end
tax planning ideas for sales of capital assets. Planning Alert! Always
consider the economics of a sale or exchange first!

* Planning With Zero Percent Tax Rate For Capital Gains And
Dividends. Longterm capital gains and qualified dividends that
would be taxed (if ordinary income) in the 15% or lower ordinary
income tax bracket, are taxed at a zero percent rate. Planning
Alert! For 2013, ordinary income (e.g., W-2, interest income) up
to $72,500 for joint returns ($36,250 if single) is taxed at the 15%
rate, or below. Thus, taxpayers filing jointly can benefit from the
zero percent tax rate if (and to the extent) they have 2013 ordinary
taxable income under $72,500 ($36,250 if single). Tax Tip.
Taxpayers who have historically been in higher tax brackets but now
find themselves between jobs, recently retired, or expecting to report
higher-than-normal business deductions in 2013, may temporarily
have income low enough to take advantage of the zero percent rate
for 2013. If you are experiencing any of these situations, please call
our firm and we will help you take advantage of this zero percent tax
rate for long-term capital gains and qualified dividends.

* Timing Your Capital Gains And Losses. If you have already
recognized capital gains in 2013, you should consider selling
securities prior to January 1, 2014 that have declined in value.
Your losses will be deductible on your 2013 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, $12,970
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 acquired
stock). Tax Tip. There is 7o wash sale rule for gains. Thus, if you
decide to sell stock at a gain in order to take advantage of a zero
capital gains rate, or to absorb capital losses, you may acquire the
same securities within 30 days without impacting the recognition of
the gain.

Postponing Taxable Income

It continues to be a good idea to defer income into 2014 if you believe
that your marginal tax rate for 2014 will be equal to or less than your
2013 marginal tax rate. In addition, deferring income into 2014
could increase various credits and deductions for 2013 that would
otherwise be phased out as your adjusted gross income increases.

Tax Tip. This classic tax planning strategy may be particularly
valuable for 2013 if it also keeps your 2013 income below the phase-
out thresholds for any of the tax breaks that are currently scheduled

to expire after 2013 (e.g., $4,000 qualified higher education expense
deduction, deduction for home mortgage “insurance premiums”).

Crow Shields Baileysc



* Planning Alert! Deferring taxable income from 2013 to 2014 may
have an added benefit if: 1) the deferral of income causes your 2013
taxable income to fall below the thresholds for the new 39.6% tax
bracket (i.e., $450,000 for joint returns; $400,000 if single), or
2) if you have net investment income and the income deferral causes
your 2013 modified adjusted gross income (MAGI) to fall below the
thresholds for the new 3.8% NIIT (i.e., $250,000 for joint returns;
$200,000 if single).

If, after considering these factors, you believe that deferring taxable
income into 2014 will save you taxes, consider the following strategies:

Self-Employment Income. If you are self-employed and use the cash
method of accounting, consider delaying year-end billings to defer
income until 2014. Planning Alert! If you have already received the
check in 2013, deferring the deposit does not defer the income. Also,
you may not want to defer billing if you believe this will increase your
risk of not getting paid.

Installment Sales. If you plan to sell certain appreciated property

in 2013, you might be able to defer the gain until later years by

taking back a promissory note instead of cash. If you qualify for
installment treatment, the gain will be taxed to you as you collect the
principal payments on the note. This is called reporting your gain

on the “installment method.” Planning Alert! Although the sale of
real estate and closely-held stock generally qualify for this deferral
treatment, some sales do not. For example, even if you are a cash
method taxpayer, you cannot use this gain deferral technique if you
sell publicly-traded stock or securities. Also, you may not want to

take back a promissory note in lieu of cash if you believe this reduces
your chances of getting paid. Tax Tip! After 2012, installment sales of
investment assets may prevent an individual’s income for the year of
sale and possibly subsequent years from exceeding the NIIT thresholds
(i.e., $250,000 for joint returns; $200,000 if single) and therefore
avoid the 3.8% NIIT on the gain.

Taking Advantage Of Deductions

“Above-The-Line” Deductions Become Even More Important
In 2013. So-called “above-the-line” deductions reduce both your
“adjusted gross income” (AGI) and your “modified adjusted gross
income” (MAGI), while “itemized” deductions (i.e., below-the-line
deductions) do not reduce cither AGI or MAGI. Starting in 2013,
your level of AGI or MAGI becomes much more important because
they determine your exposure to: 1) the 3.8% net investment tax
(3.8% NIIT only applies if MAGI exceeds $250,000 if married
filing jointly; $200,000 if filing single), and 2) the phase-out of
your itemized deductions and your personal exemptions (only
applies if AGI exceeds $300,000 if married filing jointly; $250,000
if single). Consequently, starting in 2013, an above-the-line
deduction may provide you a double tax benefit by reducing your
taxable income and, to the extent the deduction reduces your

AGI or MAGI below the applicable thresholds, reducing your
exposure to the 3.8% NIIT or the itemized deduction and

personal exemption phase-outs.
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* “Above-The-Line” Deductions May Have Additional Tax

Benefits.“4dbove-the-line” deductions include deductions for IRA
or Health Savings Account (HSA) contributions, health insurance
premiums for self-employed individuals, qualified student loan
interest, qualified education tuition, qualified moving expenses,
alimony, and business expenses for a self-employed individual.

Tax Tip. Above-the-line deductions may not only allow you to
reduce your exposure to the 3.8% NIIT or the itemized deduction/
personal exemption phase-outs, these deductions could also reduce
your AGI or MAGI below the phase-out thresholds for many other
tax benefits (e.g., child credit, education credits, adoption credit,
deductible IRA contributions, etc).

Accelerating “Above-The-Line” Deductions. As a cash method
taxpayer, you can generally accelerate a 2014 deduction into 2013
by “paying” it in 2013. “Payment” typically occurs in 2013 if a
check is delivered to the post office, if your electronic payment is
debited to your account, or if an item is charged on a third-party
credit card (e.g., Visa, MasterCard, Discover, American Express) in
2013. Caution! If you postdate the check to 2014 or if your check
is rejected, no payment has been made in 2013. Planning Alert!
The IRS says that prepayments of expenses applicable to periods
beyond 12 months after the payment are not deductible in 2013.

TaxFree IRA Payments To Charities May Be Equivalent To

An Above-The-Line Deduction! The popular rule that allows a
taxpayer who is at least age 702 to have the IRA trustee make a
qualifying transfer of up to $100,000 from his or her IRA directly
to a qualified charity and allows the tax-free transfer to reduce

the required minimum distribution for the year, may produce
substantial tax benefits. Having the IRA trustee make the charitable
contribution is the equivalent of receiving an above-the-line
deduction for the charitable contribution to the extent the transfer
eliminates a taxable required minimum distribution for the year.
The contribution reduces your AGI and MAGI by the lesser of the
amount of the charitable contribution or the reduction in the IRA
distributions for the year. Therefore, reducing your AGI and MAGI
using this technique, may increase deductions that are reduced

as your AGI increases, may keep you in a lower tax bracket, and
may prevent your being subject to the NIIT by keeping you below
the applicable MAGI thresholds. Tax Tip! To qualify under this
provision, the check from your IRA must be made out “directly”

to your designated charity. Planning Alert! This tax break

is scheduled to expire after 2013.

“Bunching” Medical Expenses Even More Important Starting

In 2013. Prior to 2013, you were allowed an itemized deduction for
unreimbursed medical expenses (including unreimbursed health
insurance premiums) only to the extent your aggregate medical
expenses exceeded 7.5% of adjusted gross income (10% for alternative
minimum tax purposes). Starting in 2013, the Affordable Care Act
generally increases this threshold from 7.5% of adjusted gross income
(AGI) to 10% of AGI. However, if cither 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. Therefore, consider accelerating

as many elective medical expenses (i.e., braces, new eye glasses, etc.)
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into 2013 as possible if paying the expenses in 2013 will cause your
deductible medical expenses to be above the 2013 AGI threshold, but
you will not exceed the threshold if the expenses are paid in 2014.
Planning Alert! The 10% of AGI threshold for alternative minimum
tax purposes has not changed.

Charitable Contributions. As you plan for year-end charitable
giving, don't forget that you will be allowed a charitable deduction
for 2013 only if your check is mailed (or hand delivered) on or before
December 31, 2013 or your contribution is made by a credit card
charge in 2013. 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.
Also, if you are considering a significant 2013 contribution to a
public charity (e.g., church, synagogue, or college), it will generally
save you taxes if you contribute appreciated long-term capital gain
property, rather than selling the property and contributing the cash
proceeds to charity. By contributing capital gain property held more
than one year (e.g., appreciated stock, real estate, etc.), a deduction

is generally allowed for the full value of the property, but no tax

is due on the appreciation. Planning Alert! If you want to use

“loss” stocks to fund a charitable contribution, you should sell the
stock first and then contribute the cash proceeds. This will allow

you to deduct the capital loss from the sale, while preserving your
charitable contribution deduction. Tax Tip. If you plan to contribute
appreciated realty or stock for 2013, make sure that you begin the
paperwork for the transfer early enough so that all documentation is
completed by December 31, 2013. In addition, you must obtain a
qualified appraisal for contributions of property valued in excess of
$5,000 unless the property is securities for which market quotations
are readily available or nonpublicly traded stock valued at $10,000 or
less. Furthermore, for contributions of $250 or more, you must have a
receipt stating whether or not you received goods or services in return
for your contribution. The IRS has been disallowing deductions where
proper receipts were not obtained and/or where taxpayers failed to
obtain appraisals where required.

Miscellaneous Year-End Planning Opportunities

Consider Increasing Withholding If Facing An Estimated Tax
Underpayment Penalty. If you have failed to pay sufficient estimated
taxes during 2013 potentially causing an underpayment penalty,
increasing your withholdings before the end of 2013 may solve the
problem. Any income tax withholding (including withholdings at the
end of 2013 from a year-end bonus or IRA distribution) is generally
deemed paid 1/4 on April 15, 2013, June 17, 2013, September 16,
2013 and January 15, 2014. Therefore, amounts withheld on or
before December 31, 2013 may reduce or eliminate your penalty for
underpaying estimated taxes. Please call us if you have any questions.

Consider Utilizing The $14,000 Annual Gift Tax Exclusion.

For individuals dying in 2013, there is generally a 40% estate tax to
the extent the estate’s value plus any taxable gifts made during the
decedents life exceeds $5.25 million (the “estate and gift unified
exclusion amount”). Tax Tip. You can reduce your estate without
using any of the unified exclusion amount by making annual gifts up
to the annual gift tax exclusion amount of $14,000 per donee. Your
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spouse can do the same, bringing the total gifts that can be made free
of gift tax and without using any of the unified exclusion amount to
$28,000 per donee. Planning Alert! If you make your 2013 gift by
check, the IRS says that the donee must actually “deposit” the check
by December 31, 2013 in order to utilize the $14,000 annual gift tax
exclusion amount for 2013. Therefore if gifts are made near the end of
the year, you should consider making the gifts using a cashier’s check
which should constitute a gift when the check is delivered.

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 letter represents a general
overview 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
recommending to another party any transaction or matter

addressed herein.

Tax Time
Y Reminder

With the end of 2013 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 2013 tax situation and prepare

a tax savings strategy?

Make an appointment with us today!

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

Gulf Shores Office
(251) 968.4337
(800) 347.8583 Toll Free
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F.I.C.A. Wages, Self-Employment Earnings & Social Security
Earnings Limit

The amount of wages subject to FICA tax at 6.2% (12.4% if self-
employed) for 2014 is $117,000 (up from $113,700 in 2013). The FICA-
Medicare Tax of 1.45% (2.9% if self-employed) continues to apply to all
wages and self-employment income. New for 2013 is an additional .9%
medicare tax that employers must withhold on employee wages in excess
of $200,000. There is no employer share. There is a limit on how much
you can earn and not affect your Social Security benefits, if you are under
normal full retirement age. That limit for 2014 is $15,480. Earn more
than this and your benefits are cut $1 for every $2 earned above the limit.
The limit for 2013 was $15,120.

Standard Mileage Rates (Cents Per Mile)

2013
Business 56.5
Charitable 14
Medical 24
Moving 24
2013 2014
IRA $5,500 $5,500
IRA catch-up (age 50+) 1,000 1,000
401(k) 403(b) employee 17,500 17,500
401(k) 403(b) catch-up 5,500 5,500
Simple 408(p)(2)(E) 12,000 12,000
Simple 408(p)(2)(E) catch-up 2,500 2,500
Defined Contribution Limit 51,000 52,000
Annual Compensation Limit 255,000 260,000

Estate & Gift Tax Lifetime Exemption
2013 $5,250,000 (40% rate for amount over $5,250,000)
2014 $5,340,000 (40% rate for amount over $5,340,000)

Gift Tax Annual Exclusion

The gift tax annual exclusion for 2014 will be $14,000 per donee. There is no
change from 2013. The exclusion is $28,000 per donee for married couples
that elect split gifting.

IRS Approved Per Diem Rates

As 0f 10/01/13 the “high” & “low” cost per diem allowances for 2014 are:
Low cost of $52 for meals and incidentals, $118 for lodging, for a total of
$170. High cost of $65 for meals & incidentals, $186 for lodging, for a total
of $251.

Capital Gains & Qualified Dividend Rates

For the 0% to 15% ordinary-income brackets, the tax rate on long-term
capital gains and qualified dividends is zero for 2013. For the 25% to 35%
tax brackets, the long-term capital gains and qualified dividends tax rate is
15%. For taxpayers in the 39.6% tax bracket, the long-term capital gains and
qualified dividends tax rate is 20%.
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Standard Deductions

2013 2014
Married Filing Joint $12,200 $12,400
Surviving Spouse 12,200 $12,400
Head of Household 8,950 $9,100
Single 6,100 $6,200
Married Filing Separately 6,100 $6,200
Dependent 1,000 $1,000
Add if Blind/+65 1,200 - 1,500 1,200 - 1,550

Tax Tables

2013 Married Filing Joint And Surviving Spouses
Taxable Income

% on Of The

Over But Not Over TaxIs + Excess Amount Over
$0 $17,850 $0 10% $0
17,850 72,500 1,785 15% 1,785
72,500 146,400 9,983 25% 72,500
146,400 223,050 28,458 28% 146,400
223,050 398,350 49,920 33% 223,050
398,350 450,000 107,769 35% 398,350
450,000 125,846 39.6% 450,000

2013 Single

Taxable Income

% on Of The

Over But Not Over TaxIs + Excess Amount Over
$0 $8,925 $0 10% $0
8,925 36,250 893 15% 8,925
36,250 87,850 4,991 25% 36,250
87,850 183,250 17,891 28% 87,850
183,250 398,350 44,603 33% 183,250
398,350 400,000 115,586 35% 398,350
400,000 116,164 39.6% 400,000

Unearned Income Medicare Contribution Tax (Began In 2013)
The unearned income Medicare contribution tax is an additional tax of 3.8%
imposed on taxpayers earning more than established threshold amounts (see
table below). The tax is in addition to any regular income taxes. The tax is
calculated by multiplying the 3.8% tax rate by the lower of:

1. net investment income for the year; or

2. modified adjusted gross income over a certain threshold amount.

Net Investment Income for the purposes of calculating the unearned income
Medicare contribution tax generally includes interest, dividends, capital gains,
annuities, royalties, rents, and passthrough income from a business if you are
a “passive” owner.

Modified adjusted gross income thresholds for the additional Medicare tax
are:

$250,000 for married filing joint filers and qualifying widows or widowers;
$200,000 for single and head of household filers; and

$125,000 for married filing separately filers.
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Dear Clients and Friends,
The year 2013 has almost slipped past us before we got accustomed to writing the “3” in lieu of the “2”
in 2012. That’s a sign I am aging but I am sure most of you can relate.

We hope the year brought you blessings personally and hope of continued improvement to your
businesses. Let’s pray that the worst of the economic downturn is behind us and good things are just
around the corner.

Because of the strength of those we serve, our firm has continued to grow. We are proud of our team of
33 and are particularly proud that all 19 of our accountants have passed the CPA exam. We have recently

added a third location to better serve our clients on the Eastern Shore.

We value our time with family and look forward to the holidays where we can catch up and spend
quality time together. We wish you and all your loved ones a Merry Christmas and a Happy New Year.

Kenny Crow
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