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ven as we put behind
E us the filing deadline
for 2006 taxes, we
are well into 2007
which brings with it a fresh
set of tax planning and
changes in the tax laws.
Here are just a few op-
portunities for income tax,
retirement and business
planning.
e Individual planning. From
an income tax perspective,
the state Sales Tax Deduc-
tion continues through the
end of 2007. The state Sales
Tax Deduction allows tax-
payers who itemize deduc-
tions to have the option of
deducting their state and
local income taxes or state
and local sales taxes. It can
be a benefit to choosing the
sales tax deduction where
you have a large taxable
purchase in 2007. Restored
in 2006, the tax deduction
for qualified tuition post-
secondary education can
provide individuals with a
deduction of up to $4,000
(and can be taken even if
the taxpayer does not item-
ize deductions). This deduc-
tion has the further added
benefit of potentially in-
creasing a family’s eligibil-
ity for college financial aid
by reducing their adjusted
gross income. Like many
tax breaks, however, this
deduction is not available to
higher-income taxpayers.
The 15% tax rate on cap-
ital gains and qualified
dividend income, which had
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been set to increase after
2008, will now remain in
place through 2010. Al-
ternative Minimum Tax
(“AMT”) continues to be a
problem for individuals ab-
sent tax relief in 2007. The
way the AMT rules are set
up, adding a large capital
gain to regular income can
put a taxpayer into an AMT
situation. Installment sales
can therefore be helpful in
stretching out capital gains
from a sale. If your mar-
ginal tax rate is above the
28% highest AMT rate, it
may make sense to look at
ways to accelerate income
into a year when you will
be paying AMT anyway. If
an AMT liability is incurred
(such as due to the exercise
of incentive stock options),
you may be able to qualify
for an AMT credit in future
years.

e Retirement planning. Re-
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tirement can bring with it
significant financial chang-
es. Taxes should always be
kept in mind in retirement
planning. For example, de-
laying distributions from
traditional IRA’s (i.e., non-
Roth) will delay taxes on
those distributions. If you
leave employment and are
entitled to a lump sum
distribution from an em-
ployer’s plan, consideration
should be given to rolling
over that distribution to a
traditional IRA so you can
continue to grow the IRA
funds tax deferred until
withdrawal begins.

e Businesses. Corpora-
tions can deduct reasonable
amounts of compensation
paid to shareholder/em-
ployees of the company.
However, compensation is
subject to various payroll
taxes such as FICA. On the
other hand, dividends paid

to shareholders (including
distributions from a sub-
chapter “S” corporation),
while not tax deductible,
are not treated as com-
pensation and therefore
not subject to those pay-
roll taxes. Manufacturers,
construction contractors
and businesses involved in
certain other US production
activities can deduct 6% of
their qualified production
activities income in 2007
or, if less, 6% of their tax-
able income. The deduction
percentage will continue to
rise to 9% in 2010 and later
years.

Maury Reiter is a co-
founder and principal of
the firm, the Managing
Partner, chairs the Tax &
Estates Department and
is a member of the Real
Estate Transactions De-
partment. Reiter, a certi-
fied public accountant as
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well, has a broad-based
business law practice
including taxation, cor-
porate and commercial
law and estate planning
and administration. He
has developed a regional
reputation in personal,
corporate and partner-
ship tax planning and
in real estate tax plan-
ning.

Reiter handles tax, es-
tate planning and admin-
istration matters for indi-
viduals, serves clients in
business structure, financ-
ing, operation and tax
planning and mergers and
acquisitions. A specific
area of Reiter’s expertise
is closely-held businesses
in which tax consider-
ations are often of primary
concern, and he formu-
lates and implements tax
plans appropriate to their
specific needs. m
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