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How the Pension Protection
Act of 2006 Can Save You

Money
By: Conrad J. Netting

Though media attention has been slight,

the 907-page Pension Protection Act of
2006 does have a basketful of goodies that can help trim your income taxes.
You can:

1.

Send IRA payouts to charities. For 2006 and 2007 only, anyone
who is 70-1/2 or older can send IRA funds directly to a charity (but
not donor-advised funds, supporting private foundations, or private
foundations). So, instead of paying tax on your IRA withdrawal,
then deducting your donation, the entire transaction skips your tax
return. The donation is not limited to 50% of your income and does
not suffer from high-income limitations.

Deposit tax refunds into your IRA. To encourage retirement saving,
Congress now allows us to direct part or all of your tax refund into
your IRA. This is effective for 2007’s refunds. The deposit must
meet IRA contribution rules and limitations.

Roll an inherited retirement plan into your IRA. Nonspousal heirs
can, after 2006, enjoy the same benefits as spouses by taking
payouts over their lifetime, not the five years or less previously
required.

Look for more Roth 401(k) plans. These plans, slated to disappear
in 2011, are made permanent by the Act. Therefore, more
employers will offer them. If you are eleven years or more from
retirement, Roth 401(k)s may make more sense than traditional
401(K)s.

Continued on page 3
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Retirement Account Beneficiaries
By: Michelle R. Scarver, CPA

If you have a retirement account please pay close attention to the designation of
your beneficiary. Your designation overrides any bequests that you have made in
your will.

Also, be sure to name a contingent beneficiary. For example, if you named your spouse as your primary beneficiary
but did not name a contingent beneficiary and you and your spouse die at the same time, then the account passes to
your estate. Inthat event, and if you have not yet reached your required beginning date for distributions, the account
would have to be paid out to your estate by December 31 of the fifth year following the year of your death. If you
die after the required minimum distributions have begun, then the account can be paid to your estate over time, based
on your remaining life expectancy calculated as of the year of your death.

Spousal Beneficiary

If you designate your spouse as the primary beneficiary of your retirement account, your spouse can roll it over into
an IRA of their own and can continue to contribute to it. There is no difference in how the IRA inherited by a spouse
is treated from one a spouse opens.

Non-Spousal Beneficiaries

As aresult of the Pension Protection Act of 2006 a non-spousal beneficiary, including children, can now roll over
assets inherited from a qualified retirement plan to their own IRA. The IRA account will carry the designation
“Inherited IRA.” The beneficiary will avoid tax on the rollover and will pay taxes only as the assets are withdrawn.
Distributions are required over the beneficiary’s life expectancy. Previously this tax treatment was available only to
people who inherited retirement assets from a deceased spouse.

You can also name an entity, charity, or non-qualifying trust as a beneficiary. When an owner dies younger than age
70-1/2 (the year distributions are required to begin), the assets must be completely distributed by December 31 of
the fifth year following the year of the owner’s death. If the owner was living on April 1 of the year after age 70-1/2,
the distributions are based on the remaining life expectancy of the owner as if he or she were still alive.

There is an exception to these rules if there are multiple beneficiaries and one of the beneficiaries is a charity. 1fthe
charity is fully paid off by September 30 of the year following your death, then the remaining beneficiaries can divide
the account among themselves and each beneficiary can use his or her own life expectancy.

Personal update: In September I celebrated my seven-year anniversary with Netting & Pace. The saying is true.
Time does fly when you are having fun.
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By: Sandra Beltran

November 2006

Special Dates
November 11 — Veterans' Day
November 23 — Thanksgiving Day

Office Holidays

November 23 - Thanksgiving Day
November 24 - Thanksgiving
Holiday

Tax Due Dates
None

Dates To Remember

December 2006

Special Dates
December 22 — Winter Begins
December 25 — Christmas Day

Office Holidays

December 22 — Christmas Holiday close at
Noon

December 25 — Christmas Holiday

Tax Due Dates

December 15

Corporations (calendar-year)

Deposit the fourth installment of estimated
income tax for 2006.

January 2007

Special Dates
January 1 — New Year’s Day
January 15 — Martin Luther King Day

Office Holidays
January 1 — New Year’s Holiday

Tax Due Dates

January 16

Individuals

Federal Individual Estimated Tax fourth
payment (Form 1040ES)

Fiduciary
Fiduciary Estimated Tax fourth payment
(Form 1041ES)

Continued from page 1

Another new issue is donations of clothing and household items are not deductible unless they’re in
*good” condition or better. Congress, as you would imagine, did not define “good.” If your donations
of this type are significant, you might consider taking pictures of the items before you donate them.

Bad news: Uncle Sugar expanded the kiddie tax. The new expanded definition of children is now “up to
age 18” from “up to age 14” meaning more children will be subject to tax at their parents’ rate.
Solution: put children’s investments in tax-free fixed income positions or in dividend paying stocks.

Finally, at press time the sales tax deduction for Texans had not been extended. If Congress doesn’t act
soon, that lagniappe will be history.

So, the mixed bag of new laws joins the cooked hash of old laws. Result: more nooks and crannies for
us to look in to save you dollars. Armed with our 2,000-page analysis of the new law, we’re ready.

Personal update: Pauleen and | have bought a cabin in Estes Park, Colorado. Once the remodeling is
finished (not easy to do 1,000 miles away), our goal is to be in the mountains with our whole family for a

white Christmas.
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CONSUMER PRICE INDEX

All Urban Consumers (1982-1984=100)

lo figure the percantage increase between any two months: subtract the index for the earlier manth from that of the later month. Divida that

nAumber by the index for the earlier menth. And then multiohy by 100 by moving the decimal two places to the right,

Percent Increase

Year Jan Feb Mar Apr May Jun Jul Aug Sep Oct Moy Dec Jan - Dec
1966 318 320 321 323 323 324 25 327 327 329 329 328 35
1967 329 328 330 KR 332 33 34 KT KR 7 K<H ] 334 3.0
1968 .1 Mz M3 KA b 7 Ma 35.0 351 3653 3654 356 47
1969 3.6 3.8 .1 .3 3.4 W6 .8 7.0 .1 373 a5 77 6.2
1970 KT o 382 Bh 3BE 380 o 3.0 K. Vi 394 Kl e L1
197 398 399 40.0 401 403 408 40.7 404 408 404 409 .1 a3
1872 1.1 1.3 a4 415 416 417 414 420 421 423 424 425 34
1973 426 429 434 436 438 442 443 451 452 456 459 462 87
1974 464 472 478 4810 486 480 494 a0.0 808 811 615 8149 123
1976 621 B26 627 624 B2 536 622 543 646 549 563 665 6.9
1976 556 5.8 55.9 541 56,5 565 57.1 574 7.6 57.9 BE.0 BR.2 48
1977 585 9.1 895 BO.0 0.3 80.7 B1.0 1.2 B1.4 B16 619 B2.1 g7
1978 §2.6 629 634 639 645 5.2 65.7 §5.0 66,6 7.1 674 67.7 9.0
1979 B3 59,1 £9.9 706 715 723 731 738 746 75.2 759 7687 133
1980 118 8.4 80.1 Bi.0 BB 827 g7 833 B4.0 B4B a5 BA.3 125
1981 870 879 885 891 894 308 916 923 832 834 837 84.0 B9
1882 843 846 845 ad4 G648 arn 876 a17 ara 822 8.0 876 38
1983 978 979 974 8.5 892 995 899 1002 1007 010 012 1013 38
1984 101.8 1024 1026 103.1 103.4 1037 104.1 1045 106.0 106.3 106.3 106.3 38
1986 106.5 106.0 1064 1069 107.3 107.6 1078 108.0 108.3 1087 108.0 108.3 38
1986 WAE 1083 1088 1086 1088 1085 1085 187 102 103 104 1106 1.1
1947 1.2 me 121 127 113 1135 1138 114.4 115.0 1153 115.4 1154 44
1988 116.7 a0 11656 1174 175 118.0 1186 119.0 119.6 120.2 120.3 1205 44
1989 1 1M 12230 1231 138 1240 144 1MB 1300 186 1285 1281 48
1990 1274 1280 128.7 1280 129.2 1299 1304 1316 132.7 1335 1338 1338 6.1
1991 1348 134.8 1360 136.2 135.6 136.0 136.2 136.6 137.2 1374 1378 1379 KR |
1942 138.1 1386 1303 1306 130.7 140.2 1406 1408 1413 M8 142.0 IEIR:] 28
1993 1428 1431 4138 1440 1442 1444 1444 1448 1451 1457 8B 1458 27
1994 142.2 146.7 147.2 1474 1476 1480 1484 148.0 149.4 1486 148.7 149.7 21
1996 160.3 160.9 1614 1619 142.2 1626 1626 1628 163.2 1637 1636 1636 25
1996 1544 1548 1857 1463 B86 1887 1570 1673 I67B 1583 1586 1586 33
1997 159.1 1596 160.0 160.2 160.1 160.3 160.5 160.8 161.2 1616 161.5 161.3 1.7
1998 1616 1619 1642 16256 162.8 163.0 163.2 163.4 163.6 164.0 164.0 163.9 1.3
1998 1643 1645 1650 1662 1BB2 1862 1BB7  167.1 1675 1682 1683 1683 27
2000 168.8 169.8 1712 173 1Me 1724 1728 1728 1737 174.0 174.1 174.0 34
2001 1751 1758 176.2 1768 177 1780 1716 1716 1783 177 1774 176.7 28
2002 171 1718 1788 179.8 179.8 1789 1801 180.7 181.0 181.3 1813 1809 1.6
2003 1817 1831 1842  IB38  1E35 1837 1839 B4R 1852  1BSO  1B4E 1843 23
2004 186.2 186.2 1874 1BB.0 183.1 189.7 189.4 1835 189.9 180.9 181.0 180.3 21
2006 1907 1918 1933 1845 1844 1345 1954  19B4  19BB 1302 1976 1068 34
2006 193 1987 198 015 2025 2029 2085
Continued to page 5
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The Insidious Effect of Inflation
By: Kristin Carlton

Consider two facts: (1) For a couple age 65, one of them has a 50%
chance of living to age 92, roughly 30 years. (2) Inflation averages 3%
annually. Blend these facts and you’ll see that over thirty years of
retirement, inflation will cause prices to rise 300%.

For proof, check the chart on page 4. The CPI in July 2006 was 203.5. In July 1976, 30 years earlier, it
was 52.2. So, whatever costs $203 now, cost $52 then. Looking forward, the same item will cost $812
in 2036 when half of today’s 65-year-old couples have one spouse still living.

Here’s the challenge: How can your investments keep up with this inflation rate? To do so they must
produce 3% annually to cover inflation plus a reasonable amount for you to live on, say 4%. What
portfolio can produce 7%? Not a bond portfolio and nota CD portfolio and not a Treasury bill portfolio.
Stocks have to be part of the equation or you can’t protect your purchasing power.

We create inflation-proof portfolios every day and we can help you with yours. Give us a call and see
what we mean.

Personal update: It sure was hot this summer! | purchased my first home this spring, and never realized the true
meaning of “Texas Heat” until my grass started to die and | could never remember my one day aweek! |am
looking forward to a beautiful fall.

The Texas '"Margin' Tax-In Brief
By: Sandy Lowak

House Bill 3 has amended the Texas Tax Code revising the franchise
tax. Entities that were previously not subject to the franchise tax, such a
professional associations, may now be subject to the revised “margin”
tax.

The tax base is now determined by an entity’s “margin.” This is the lesser of: 1) total revenue minus cost
of goods sold; 2) total revenue minus compensation; or 3) total revenue times seventy percent. The tax
rate is 0.5 percent for retail and wholesale businesses, including eating and drinking establishments. For
all other entities the tax rate is 1 percent. Certain entities are still excluded from the tax, and, of course,
there are some exemptions. Call our office to find out more details or visit the Texas Comptroller website
at www.windowv.state.tx.us.

Personal update: My husband and I are planning our second trip this year to Fabulous Las Vegas. There are
many fascinating sights to see in the city. Thistime, though, we also plan to visit the Hoover Dam.
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The $100 Prayer
By: Brenda Cadore

Alittle boy, who wanted $100 very badly, prayed for two weeks but
nothing happened. Then he decided to write God a letter requesting
$100.

When the postal authorities received the letter to God, U.S.A., they decided to send it to the President.
The President was so impressed, touched, and amused that he instructed his secretary to send the boy
$5. Mr. President thought that this would appear to be a lot of money to the little boy.

The little boy was delighted with the $5 and immediately sat down to write a thank you note to God
that read: “Dear God, Thank you very much for sending me the money. However, | noticed that for

some reason you had to send itthrough Washington, D.C., and, as usual, those JERKS deducted
$95 for taxes!

-Author Unknown

Personal update: | celebrated my two-year anniversary with Netting & Pace, CPAs this summer. | have
enjoyed my time and look forward to many more years of service here.

Specia/
%d ai‘z’%

Netting & Pace is proud to announce:

» Thearrival of our new website. Take a look and learn a little more about us. Visit www.nettingpace.com

» We have now been recognized for the past five years as a Top Wealth Manager by Bloomberg Magazine.

For some seniors, the enrollment deadline for selecting your Medicare prescription drug plan is rapidly

approaching. December 31 is right around the corner. If you need help selecting the perfect plan, let us help.
Ask for Kristin Carlton.

Netting & Pace, CPAs Page 6 210-738-3888



	netting pace one.pdf
	netting pace two.pdf
	netting pace three.pdf
	netting pace four.pdf
	netting pace five.pdf
	netting pace six.pdf

