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Reminders*

September 17:

— 3rd Quarter Individual and
Corporate Estimated Tax
Payments due

Corporate Tax Returns due

October 15:

— 2011 Individual Income Tax
Returns due (if previously
extended)

New Address as of
August 2012:
27200 Tourney Road
Valencia, CA 91355

*This is not intended as a comprehensive list
of deadline dates. Consult with a KKAJ tax
professional for deadlines applicable to your
situation.

n D facebook.com/kkajcpa KING, KING, ALLEMAN & JENSEN Certified Public Accountants o Phone (818) 848-5585  Toll free (888) 837-9321  Fax (818) 566-6571
=~ twitter.com/kkajcpa




KKAJ Moves to the
Santa Clarita Valley

After nearly 60 years with offices in the San Fernando Valley,

KKAJ prepares to move to the Santa Clarita Valley in August.
The new, spacious offices at 27200 Tourney Road in Valencia
offer clients convenient freeway access from Interstate 5 and
breathtaking views of the Valencia Country Club Golf Course.

Founded in 1953 by Henry DenHammer, David King first joined
the firm 20 years later with younger brother Dennis following

in 1976. David retired in 2003. The firm’s partners today are
Managing Partner Dennis King, Charles “Bud” Alleman, Robert
“Bob” Jensen and Tom Engman.

“KKAJ is a well-established firm in the Burbank area and we’re looking forward
to expanding into the Santa Clarita market area,” said Dennis King. KKAJ
serves a diverse client base ranging from closely-held companies to high wealth
individuals, including several celebrity clients.

The new location offers clients all the comfort and convenience important
to them. The Tourney Road building features free parking and architectural
features that blend into its lushly landscaped and serene environment.

“Many of our partners and staff live in Santa Clarita, so relocating at this time
makes a great deal of sense from a work/life balance standpoint,” said Dennis.
“We’re very excited to move in and become an important part

of the community.”

SCVi Honors
Dennis King

Managing Partner Dennis King received the Vision in
Education Award by SCV International Charter School
(SCVi) at their inaugural benefit dinner event held at the
Hyatt Regency Valencia.

For more than 30 years, Dennis has worked to improve
education throughout the Santa Clarita Valley. He served

on the College of the Canyons Foundation Board and

more than 20 years on the William S. Hart Union High
School District Governing Board, working with the school’s
founders to launch the school. SCVi opened its doors to
students in Fall 2008. Located in Castaic, it is a K-10th
grade public charter school serving 700 students with plans
to expand through 12th grade in the next two years.

“Dennis’ devotion to education is unsurpassed,” said Amber
Raskin, SCVi’s founder and executive director of business
development. “He approaches education with an open mind
and keen sense that is immensely beneficial to the entire

community — students, families and businesses alike.” SCVi founders Dawn Evenso (left) and Amber Raskin (right) present the
Vision in Education Award to Dennis King (center).
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Saving Taxes on Medical

mployees today are drawn to perks such as flexible

spending arrangements (FSA) to aid in payment of their

medical expenses. An FSA is an agreement where an

employee allots a certain amount of their salary to pay for

qualified health care expenses incurred within the year.
An employee is able to choose which expenses to pay during the
year, and contributions to an FSA are not subject to income or
payroll taxes.

For an employer-sponsored FSA, you, as the employee, make

a decision each year to contribute a designated amount of your
salary to a personal FSA. The amount is withheld incrementally
from your paychecks. You then reimburse yourself for uninsured
medical expenses such as insurance deductibles, co-payments,
dental care, prescriptions, vision care, or your share of health
insurance premiums.

The total amount withheld from your paychecks each year is
treated as a salary reduction for federal income tax, Social
Security, and Medicare purposes. The FSA reimbursements are
tax free to you, the employee, allowing you to pay out-of-pocket
medical expenses with pretax dollars. This is equal to getting

an income tax deduction while cutting your Social Security and
Medicare tax bills. An FSA also reduces adjusted gross income,
which can make you eligible for other valuable tax benefits.

The employer saves payroll taxes and workers’ compensation
insurance as the FSA amounts are not subject wages for both
Federal and State
payroll taxes and
workers compensation
insurance.

A word of caution: any
amounts contributed

to the account and not
spent by the end of the
year are forfeited to the
employer, unless an
employer takes certain
steps to amend its plan.

Recently, the IRS relaxed
the rules involving these
accounts. If employers
amend FSA plans by December 31, you may be eligible for a
grace period. This earns you an extra 2 ¥ months (until March
15 of the following year) to use any funds left over. The use-it-or-
lose-it rule still exists, but the grace period softens the blow by
allowing employees more time to use FSA balances.

If the employer does not add the amendment, make sure you

use all your funds by year end. Making routine dental visits,
scheduling elective procedures, and refilling prescriptions are just
some examples of how to use remaining funds.

Many employers limit the annual amount each employee may
contribute to a health care FSA to $5,000, although there is no
current ceiling on annual contributions. Beginning in 2013, a limit
will be set at $2,500.
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by Robert N. Jensen, Jr., MAcc, CPA, Partner

The Internal Revenue Service has
published guidelines on the new limit
and amending plans to comply with the
change. The $2,500 limit does not apply
to plans with years starting before 2013,
and can be amended anytime through
the end of the 2014 calendar year. Just
remember, this limit applies only to
salary reduction contributions under a
health FSA.

FSAs can also be valuable for employers. They can be used to
attract and retain talented workers. The contributions are not
subject to payroll taxes, and the savings are generally enough to
cover any administrative costs.

Some limits currently exist with FSAs, the main one being that,
generally, enrollment is only open to employees once a year. If you
don’t enroll in the plan, you can’t benefit from any tax savings.
While making the decision whether or not to enroll, seek advice
from a trusted tax advisor. The professionals at KKAJ are available
to help evaluate your options; contact us at (818) 848-5585.
Robert N. Jensen, Jr. is a Partner of King, King, Alleman & Jensen Accountancy

Corporation. He can be reached at 818.848.5585 or bob@kkajcpa.com.
Visit www.kkajcpa.com for more information.

‘... any amounts contributed to
a FSA account and not spent
by the end of the year are

forfeited to the employer, unless
an employer takes certain steps
to amend its plan.”
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A lale of Two

Candidates

he fate of the capital gains taxes could lie in this
November’s presidential election. With sharp
philosophical differences defining each candidate’s
platform as it relates to this ubiquitous tax, President
Barack Obama and Republican opponent Mitt Romney want to
move the top capital gains tax rate in opposite directions.

As a refresher, Congress set both capital gains and regular
income tax rates at 28 percent in the bipartisan 1986 tax code.
Since that time there have been subsequent cuts in the capital
gains rates and increases in ordinary income rates. This has led
to the margin that exists between the two today: 15 percent for
top capital gains rate and 35 percent top tax rate for ordinary
income.

Both Romney and Obama’s plans would narrow the current 20
percentage point gap between top ordinary income and capital
gains rates. Obama’s most recent proposal called for a 39.6
percent top tax rate and a 20 percent capital gains rate for a
difference of 19.6 percentage point spread. Romney proposes
to cut the top ordinary tax rate to 28 percent and a 15 percent
capital gains rate, yielding a 13 point gap between the two.

By Charles R. “Bud” Alleman, CPA,
Partner

Specifically, Romney wants to keep the
existing 15 percent capital gains rate for the
estimated 2 percent of households making
more than $200,000 a year, and eliminate
taxes on interest and dividends for everyone
else. In contrast, Obama wants to raise the rate to 20 percent
as it is currently scheduled to rise in 2013. The highest earning
taxpayers will see an additional 3.8 percent increase this year
in order to pay for the 2010 healthcare law making the effective
capital gain rate 23.8 percent.

A lower capital gains rate drives taxpayers to search for ways
to make regular income look like capital gains. This kind of
income is more sensitive to tax rate changes than wages, since
taxpayers can choose when to sell assets and realize capital
gains. A concern is that many may sell late in 2012 before the
scheduled rate increase.

Obama states that his proposal is a matter of fairness. Along
with the higher base rates, he wants to impose a Buffet rule
requiring the highest earners to pay a minimum tax of 30
percent, effectively raising the top capital gains rate higher.

Underlying the whole debate is an argument over having a
preferential tax rate for capital gains. Those advocating a lower
rate contend that capital gains taxes reduce the after tax rate
of return on new investment. It also discourages people from
putting their capital at risk, and imposes taxes on savings.

Some believe this could decrease investment, while others
argue that there is no clear correlation between lower taxes and
economic growth or investment.

On top of the debate over investments and fairness, the
arguments over the importance of preferential rates revolve
around whether they mitigate the double taxation of income that
has already been subject to the 35 percent corporate tax.

For many cases the double taxation argument is untrue or
partially true. Taxpayers can earn capital gains from assets such
as real estate that aren’t subject to corporate taxation. Investors
can receive the benefits of tax deferral, because capital gains
taxes aren’t due until assets are sold. Also, any assets that are
not sold when someone dies can be passed to their heirs with
the cost basis set at the value of the time of death. When

heirs sell the assets, they owe capital gains taxes only on the
difference between the sales price and the value at death.

These differences reflect on Obama and Romney’s broader
disputes over the tax code and how much of the tax burden
should rest on the nation’s highest earners. Obama states he is
seeking fairness through higher levies, while Romney argues that
tax increases impede economic growth. For more information,
contact your trusted tax advisor at KKAJ at (818)-848-5585.

Bud Alleman is a Partner of King, King, Alleman & Jensen Accountancy

Corporation. He can be reached at 818.848.5585 or bud@kkajcpa.com.
Visit www.kkajcpa.com for more information.
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GETTING TO KNOW

FIRST JOB: After graduating
college with a major in
Accounting, | went to work in
the tax department at Arthur
Anderson & Company in Los
Angeles, later transferring to
Santa Barbara.

FAMILY: | live in the Santa Clarita Valley with my wife, Patti. We
have six children and 14 grandchildren.

IF 1 WEREN’T DOING THIS: | would be teaching history.

A LITTLE KNOWN FACT ABOUT ME: My parents were
threatened | would be kidnapped by the Mickey Cohen mob. My
dad was Mayor of Burbank at the time and was trying to remove
the Mickey Cohen operation from Burbank.

BEST PIECE OF ADVICE | EVER RECEIVED: You can get
anything you want in life if you give enough other people what they
want.

MENTOR | ADMIRE THE MOST was Joe Carnahan, former
owner of PWC Realty and past president of the National Real
Estate Brokers Association.

TIME SPENT OUTSIDE THE OFFICE involves golfing, traveling,
and visiting my grandkids.

FAVORITE PLACE TO VISIT is the south of France.
FAVORITE MOVIE: Saving Private Ryan

FAVORITE QUOTE: “Everything’s going to be okay” or “EGBOK”
from an old radio program called Ken & Bob on KABC radio.

GIVING BACK: | served on the College of the Canyons Foundation
Board and elected to serve 20 years on the William S. Hart

Union High School District Governing Board. | have also been a
Scoutmaster and Little League coach.

DENNIS V. KING

Title: CPA, Managing Parinex
Education: Brigham Young Jniversity
Hometown: Burbank, Califoirnia

Year Joined KKAJ: 197¢

RECOGNITIONS: | was the first recipient of the Vision in
Education Award presented by SCV International Charter School.

PROFESSIONAL AFFILIATIONS include the American Institute of
Certified Public Accountants (AICPA) and the California Society of
Certified Public Accountants (CalCPA).

BIGGEST CHALLENGE I’'VE OVERCOME was learning French,
but I've forgotten most already.

I’M INSPIRED BY my wife, Patti.
I’M MOST PROUD OF my kids and raising my kids.

MY NEXT GOAL: To continue to improve the quality of service at
KKAJ and expand the practice.

WHY CHOOSE KKAJ?
Clients trust our integrity. The
success of KKAJ is primarily
due to the firm’s commitment
to excellence, both in technical
expertise and maintaining the
highest standards of client
service. Everyone at KKAJ is
truly committed to our
clients’ financial and

personal success.

Our firm provides the information in this newsletter for general guidance only, and does
not constitute the provision of legal advice, tax advice, accounting services, investment
advice, or professional consulting of any kind. The information provided herein should not
be used as a substitute for consultation with professional tax, accounting, legal, or other
competent advisors. Before making any decision or taking any action, you should consult a
professional advisor who has been provided with all pertinent facts relevant to your particular
situation. Tax articles in this newsletter are not intended to be used, and cannot be used by
any taxpayer, for the purpose of avoiding accuracy-related penalties that may be imposed
on the taxpayer. The information is provided “as is” with no assurance or guarantee of
completeness, accuracy, or timeliness of the information, and without warranty of any kind,
express or implied, including but not limited to warranties of performance, merchantability,
and fitness for a particular purpose.
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