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Spring’s a time when we look forward to newness...and color.
New animals being born, new ideas being hatched, the greening 
of the grass and the yellow of daffodils. Before you get the 
impression we are about to try CPA Poetry on you, stop — we 
would never do such a thing. 

While Spring is a time to look forward to all that’s new and 
refreshed (like our website: durangocpas.com), it’s also a time 
to be grateful for what’s already present. So this Spring, we’d 
simply like to say thank you.

Thank you to all our clients and friends who make our business 
lives and our lives in general feel new every day...in all seasons.

As soon as we can get out from under tax season, you’ll see 
us springing about too.

For the heaLth oF It!
The 411 on 2013 
Health-Care Provisions
With the Supreme Court’s favorable 
ruling on the constitutionality of the 
Patient Protection and Affordable Care 
Act (ACA), more of the law’s provisions 
will become effective in 2013. Here are 
some of the new features that may be 
important to you.
 Medicare Part D participants who 
reach a gap in their drug coverage 
(the “donut hole”) are required to pay 
the entire cost of prescription drugs 
out-of-pocket. 
 In 2013, the ACA will continue to 
close this gap by increasing subsidies 
to reduce the cost of brand-name and 
generic drugs to participants who reach 
the donut hole. These subsidies will 
continue until 2020, when the 
participant’s maximum contribution 
toward the cost of prescriptions will
be reduced to 25%. The threshold for  
the itemized deduction for medical 
expenses increases from 7.5% to 10% 
of adjusted gross income, beginning 
in 2013. However, this increase 
is waived for taxpayers age 65 
and older through 2016.

It’s Tax Season
We’ll keep this short 

Chuck Fredrick, CPA  Sidny Zink, CPA
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Dare to compare! Education tax credits and deductions

american 
opportunity Credit

Lifetime Learning 
credit

Student loan 
interest deduction

tuition and Fees 
Deduction

CreDIt/DeDuCtIon 
appLIeS to

QuaLIFIeD eDuCatIon 
expenSeS InCLuDe 
room anD BoarD?

amount oF CreDIt/
DeDuCtIon In 2012

InCome LImItS on 
who IS eLIgIBLe 
to take CreDIt/
DeDuCtIon In 2012

LeSS than haLF-tIme 
StuDentS or graDuate 
StuDentS eLIgIBLe?

Qualified tuition and 
related expenses for 
first four years of 

undergraduate education

No

$2,500 maximum 
per student

SIngLe FILerS: 
full credit available 
if modified adjusted 
gross income (MAGI) 

$80,000 or less 
JoInt FILerS: 

full credit available if 
MAGI $160,000 or less

No

Qualified tuition and 
related expenses for 

courses taken throughout 
lifetime to improve or 

acquire job skills

No

$2,000 maximum 
per student

SIngLe FILerS: 
full credit available 
if modified adjusted 
gross income (MAGI) 

$50,000 or less 
JoInt FILerS: 

full credit available if 
MAGI $100,000 or less

Yes

Interest paid on a 
qualified student loan

Yes

$2,500 maximum 
per student

SIngLe FILerS: 
full deduction available 

if modified adjusted 
gross income (MAGI) 

$60,000 or less 
JoInt FILerS: 

full deduction available 
if MAGI $120,000 or less

Less than half-time – no; 
graduate students – yes

Qualified education 
expenses of higher 

education.

No

$4,000 maximum 
per student

SIngLe FILerS: 
full credit available 
if modified adjusted 
gross income (MAGI) 

$80,000 or less 
JoInt FILerS: 

full credit available if 
MAGI $160,000 or less

Yes

FeDeraL InDIvIDuaL InCome tax FunDamentaLS For SmartIeS
groSS InCome
•  Salary 
•  Commissions
•  Bonuses
•  Business income

• Up to 85% of Social 
 Security income 
• Farm income
• Alimony received 
• Unemployment income 

• Capital gains or losses 
• Dividends 
• Taxable interest
• Rental property income
• Trust and estate distributions 

• Taxable distributions from IRAs
 and retirement plans 
• S corporation and partnership 
 income 
• Royalties

– Minus – aDJuStmentS to InCome
•  Alimony paid 
•  Student loan interes
•  Savings early withdrawal penalties 

•  Self-employed SEP, SIMPLE, 
 and qualified plan contributions
•  Self-employment tax (50 pecent) 

•  Self-employed health insurance 
•  Health Savings Account (HSA) or
  Archer MSA Account deduction 

•  Moving expenses 
•  IRA deduction

= Equals = aDJuSteD groSS InCome – Minus – StanDarD DeDuCtIon or ItemIzeD DeDuCtIonS
•  Qualified mortgage interest,  
 investment interest 
•  Charitable contributions 

•  Casualty and theft losses
•  State and local income tax or 
 state and local sales tax 

•  Medical expenses over 7.5% of AGI
•  State and local real estate and  
 property tax 

•  Miscellaneous itemized 
 deductions (generally must 
 exceed 2% of AGI)

– Minus – perSonaL exemptIonS = Equals = taxaBLe InCome
Calculate tax from tax table or tax rate schedules (and calculate Alternative Minimum Tax (AMT) if applicable).
Use Schedule D to calculate maximum tax on capital gains and qualifying dividends if appropriate.

– Minus – avaILaBLe CreDItS 

= Equals = InCome tax LIaBILItY

•  Elderly/disabled 
•  Earned income 

•  Child tax credit
•  Child and dependent care 

•  Adoption tax credit 
•  Retirement savings “savers credit”

•  Education tax credits 
•  Foreign tax • Energy tax credits



C.P.A.s
Company Personnel 
Announcements

John Lopez, CPA has joined our 
firm. Welcome John!
John has over 25 years working for large 
publically held corporations performing 
internal audits with Burlington Resources 
and Mojave Pipeline Operation Company 
in Texas and California. Prior to joining 
the firm in 2012, John conducted  
in-house training seminars for  
professional staff and his clients on  
relevant financial and tax subjects.  
He brings valuable experience in auditing 
related to timeshare associations,  
nonprofit organizations, homeowner  
associations and small businesses.  
He has always loved to vacation in  
Durango and now calls it home.

Can we see your I.D.?
IRS TAx IDEnTITy THEFT – THE STUFF MovIES ARE MADE oF

If you haven’t seen it, the movie Identity Thief should be on your list. It’s 
hysterical, but off the Hollywood movie set, the theft of your identity is not so 
funny. In 2011 alone, identity thieves filed 1.1 million fraudulent tax returns, 
up from just $1,700 in 2008. Growing business, growing problem. So what can 
yoU do to mititgate the risk of an identity thief stealing your information and 
filing a fraudulent tax return? Pocket these ideas to protect yourself:

FILe your tax return as early as possible. 

monItor your tax documents closely. Make a list of everyone who pays 
you, including employers, banks and brokerages, and make sure you receive 
hard copies in the mail of what they send to the IRS. 

Beware oF IrS-reLateD SCamS. If you receive an email or phone 
call asking for your personal or financial information, delete it or send it to 
the FTC at spam@uce.gov for investigation. The IRS will never email taxpayers 
about issues related to their accounts or ask for your Social Security number 
or financial details over the phone or electronically. If you have any doubt 
whether a contact from the IRS is authentic, call them directly to confirm it. 

revIew carefully if filing with a 3rd Party. When using software or a 
national tax agency to prepare your taxes, ensure you are reviewing all the 
information carefully and that all the original paperwork is returned to you. 

Be DILIgent IF You are e-FILIng. With e-filing, evidence of fraud 
is difficult to find--there are no signed tax forms, envelopes, or fingerprints. 
It’s easy for criminals to e-file using a real name and SSN and a phony W-2 or 
Schedule C. If you’re filing your taxes online, be sure to use updated firewall, 
antivirus, and spyware software. 

Common ways that an identity thief can obtain your personal 
information include:

• Stealing your wallet or purse. Never carry your social security card.

• Posing as someone who needs personal information over the 
telephone or through email. Never respond to a request for 
personal identifying information through an email or text.  
Don’t give personal information over the phone unless you 

are sure that you know who you are dealing with.

• Looking through your trash. Shred every 
document with personal information on it.  

• Accessing information through an 
unsecured internet site. Protect your 
personal computer by using firewalls, anti-
virus software, updating security patches, 

and frequently changing your passwords.
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We KNEW Chuck was a geek...
come on....he’s a CPA. 
But we were concerned when he seemed 
to feel right at home during this year’s 
Snowdown - Get Your Geek On celebration. 
Here he is in work wear...truthfully, other 
than the beads and the untucked shirt, 
he doesn’t look THAT much different  
than a regular day!
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We must believe in free will. We have no choice.
– ISaaC B. SInger (1902-1991)

Choose to do something new this Spring!

heaLth reForm QuIz
How much do you know about the 
changes to the U.S. health care system? 
Take the health reform quiz, presented by 
the Kaiser Family Foundation.  

go to http://tinyurl.com/d6yjcya

The Kaiser URL was really long, so we 
made it into this tinyurl so it’s easier for 
you to type. Don’t know about tiny urls? 
visit tinyurl.com and find out more. 
Neat trick.

 In 2013, the annual pretax employee contribution to a 
Section 125 cafeteria plan flexible spending account (FSA) is 
reduced to $2,500, subject to annual increases for cost-of-living 
adjustments. The reduction does not apply to certain employer 
non-elective contributions (e.g., flex credits).
 Beginning in 2013, the hospital insurance (HI) portion of 
the payroll tax, commonly referred to as the Medicare portion,
increases by 0.9% for individuals with wages exceeding $200,000 
($250,000 for married couples filing a joint federal income tax 
return, and $125,000 for married individuals filing separately).
 In addition, 2013 marks the imposition of a new 3.8% 
Medicare contribution tax on the unearned income of high-in-
come individuals. This 3.8% contribution tax generally applies to 
the net investment income of individuals with modified adjusted 
gross income that exceeds $200,000 ($250,000 for married 
couples filing a joint federal income tax return, and $125,000 
for married individuals filing separately).
 Looking ahead, 2014 brings the implementation of the health 
insurance exchanges, premium and cost-sharing subsidies, and 
the requirement that most individuals have health insurance.
 For more information, give us a call. We can also talk with you 
about FSA administration services.

2013 heaLth-Care provISIonS
Continued from page 1


