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Installment Tax Correction Act
of 2000

At the end of 2000 Congress passed,
and President Clinton signed, The
Installment Tax Correction Act of 2000.
The Act reinstates a prior law and allows
accrual basis taxpayers to use the
installment method of accounting. The
Act is retroactive and thus allows
taxpayers who sold a business subsequent
to December 17, 1999 (the date the law
was originally repealed) to use the
installment method.
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Without the use of the installment
method, accrual basis taxpayers were
required to recognize the entire gain on
the sale of certain assets in the year of
the sale, even if all the proceeds had not
been received. Under the installment
method, accrual basis taxpayers can
defer part of the gain on the sale of
certain assets until all the payments are
received. The income recognized for any
tax year from a disposition of assets is the
same proportion of the payments received
in that year which the gross profit bears
to the contract price.

Since the new law is retroactive,
taxpayers who have already filed returns
that would have otherwise qualified for
installment method treatment can file
amended income tax returns using
installment reporting, and possibly receive
a tax refund.

Payroll Tax
Memorandum —2001

Each year our firm prepares a payroll
tax memorandum for its clients outlining
the more important provisions in
connection with your responsibility for
collecting and remitting the various
Federal and New York State payroll taxes.

If you are interested in receiving a copy
of the year 2001 memorandum, please
call Helen Katona at (631) 752-7400,
Ext. 294.

Notable and Quotable

Many areas of the legal practice
require working with accounting,
auditing and financial information.
Holtz Rubenstein partner John
McAteer was asked by the New York
State Bar Association to discuss the
classification of assets, and their role
in business valuations, disclosures
and alternative accounting methods.

His recent seminars in Huntington
and Manhattan assisted attorneys with
little or no working knowledge of
accounting, and served as a review
and update for experienced attorneys.

Which of today 3 high school
students should consider a career in
accounting? To help them in their
career choices, several of our senior
accountants visited local high schools
recently, to talk to students about the
profession. HR senior auditor Harold
Deiters traveled to high schools in the
William Floyd, Smithtown and
Center Moriches districts, discussing
the career path, challenges, use of
technology and range of compensation.

Holtz Rubenstein tax supervisor
Brendan Logan and senior auditors
Paul Becht and Lisa Sparacino
discussed similar aspects of the
profession, at school visits at
Smithtown, Lindenhurst & Hauppauge

High Schools, respectively.

(continued on page 4)

Attention Household Employers:

If you paid $1,200 or more to one or more household employees in 2000,
you must give the employee(s) the W-2 by January 31%, and you must file
the governmental copy of the W-2 with the Social Security Administration

by February 28",
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You Like Us,
You Really Like Us!

In an ongoing effort to improve
services to clients, the firm conducted
a Client Satisfaction Survey to gauge
your opinions on things like timeliness,
quality of services, and management
at the firm. The survey was sent to a
diverse sampling of about 300 clients
and we wish to thank those of you who
participated.

We were pleased to see such an
overwhelmingly positive response.
The firm3 staff, services and
management style all got high marks.
The one question in which we didnT
get a high mark asked if we had
requested that our clients recommend
us.

We hope that when you are satisfied
with our services, you would think of
us when speaking with others. But —
just in case we have to ask —we would
appreciate any recommendations you
would make!

Get on Track with a
Financial Plan

Creating a financial plan sounds more
daunting than it is—it 3 simply a way to help
you look at the bigger picture and to give
you financial goals to work towards. Without
goals, it is easy to get stuck in the week-to-
week, month-to-month
financial stresses, without
ever saving or planning for
those things that are most
important to you.

Set financial goals.

The first step in
establishing a financial plan
is to set goals. Begin by
listing and quantifying your
financial goals, such as x
dollars for retirement, a

Benchmark your financial status.
Benchmarking simply means to find out
where you are at this moment in
relationship to your financial goals. You
should list your assets and subtract your
liabilities. This will give you your net worth
and tell you what areas you need to work
on. Perhaps you have a lot of equity in your
house but are not saving
enough for retirement.

Budget monthly and yearly
expenses.

A budget, estimating monthly
income and expenses for an
entire year, is a good way to
understand how your money is
spent, and can further identify
any problem areas that hinder
your financial goals. Include any

college fund, a new house,

etc. The next step is to rank them in order
of importance and timing. You should
categorize the goals as short-term and long-
term. Where do | want to be in 1 year, 5
years, or 20 years? What expenses will | have
during those periods?

CyberNotes —Gist.com

you daily.

be a very useful website.

You might love to watch television, but canT stand sorting through
the TV listings in your daily newspaper to try to figure out what is on.
Some people manage to miss their favorite show because the TV
network decided to start it an hour earlier than usual, or show it on a
different day altogether. Now there is a website that will make it much
easier for you to find out what is on television.

At gist.com, once you enter your zip code, service provider (cable,
satellite or antenna) and time frame, you can obtain detailed TV
listings, customized to your liking. You can select or deselect from up
to 20 categories of television shows including comedy, action, docu-
mentary, children, sports, or any combination thereof. You can also
select which channels you want on your listing and those you want to
avoid. Gist.com will inform you of much more than just the time the
show will be broadcast. You can find out whether the show is an
original or a rerun, its rating, the episode title and its description.
Also listed are the actors and actresses, with biographical links, as
well as links to the show 3 web site or fan club, if one exists.

In addition, you can create a weekly calendar that will only list the
dates and times of your favorite shows. You can arrange to have your
calendar as well as your customized primetime listings e-mailed to

If you enjoy watching television, you certainly will find gist.com to

major purchases or
expenditures, such as
vacations, furniture, or tuition.

Also include a monthly savings plan; treat
your savings as an “éxpense”that must be
paid off every month, not just what is left
over after everything else is paid. DonTmake
your budget overly detailed; keeping it
simple will make it a much more effective
planning tool. Today there are many good
software packages that can help you set up
and maintain a budget with minimum effort.

Assess your current tax picture.

A prior year 3 return can be used as a
snapshot of your current tax situation. It
can help you estimate how much of your
current year 3 income will go to taxes. This
is an important figure, since it may help
you make other decisions. For example, if
you have a lot of extra income on your
Schedule B, which shows dividends and
interest, finding the marginal tax rate can
show you whether or not your Schedule B
income is pushing you into the next tax
bracket. If so, you might decide to use
accounts with tax advantages (such as
401(K)s) to lower your income and keep it
within a certain tax bracket.

Review employee benefits.

Another way to save taxes and boost
savings is to take full advantage of employer
programs that can reimburse you with
pretax dollars for qualifying medical and
childcare/dependent care expenses. These
types of programs can not only help you

(continued on page 4)
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THE ADVISER CORNER

EMERGING BUSINESS FOCUS:
Family Business Survival
By Neil Geschwind, CPA

There are currently more than thirteen
million family-owned businesses in the
United States. Statistics show that two
thirds of family businesses fail to survive
to second generation leadership. Only
12% of family businesses reach third
generation leadership.

Emotional issues related to the family
have far-reaching effects on the business,
and raise several questions. Who should
the stockholders of the company be?
Who should lead the business? Should
you transfer ownership to other family
members? If so, how should that
ownership be passed on? Should
ownership rest solely with active members
of the business?

There are no correct answers to these
guestions. Each business will need to
come up with its own solutions. The more
thought out the solution, the better the
chance the business has to survive.

The keys to passing on the business lie
in planning, communication and the
ability to separate personal issues from
business issues (admittedly easier said
then done). A well-run business will aid
family harmony while a less cohesive
business will add stress, which is
detrimental to family relationships as well
as business performance.

What Can Be Done?

Strategic planning is where the process
begins. This is often called succession
planning, but it actually differs
significantly. You cannot decide who
should lead the business until everyone
understands the direction the business is
headed.

Strategic planning is often a concept
that is hard for the founder of the
business to accept. It may require
changes and communication, both of
which are not always easy for the founder
to initiate. In order to get this process
started, some event usually needs to

occur. It could be anything from bringing
in a non-family member to transferring
leadership to some other family member,
in order to reevaluate how the business
will compete in the marketplace and
review the family 3 goals for the entity.

Succession planning is an extremely
crucial issue to the continued solvency of
the business. Having the respect of the
people in the organization is vital to
leading effectively. Many family
businesses require that their future
leaders work with another entity prior to
joining the family business. This allows
the individual to get valuable insight into
the industry, get experience in business
operations and acquire the skills needed
to run the family business.

In some cases, co-leadership may be
the more preferable way to go, if the
working siblings have contributions that
are considered to be equal. In this
arrangement, key decisions could be
discussed and decided jointly. However,
co-leadership can lead to confusion when
employees question who they should be
following. In these cases it is a good idea
to give the co-leaders different titles and
responsibilities. This type of leadership
generally will work best in situations where
there is a history of management by
consensus. It also is advisable to test joint
management on specific projects before
adopting a business-wide co-leadership role.

At some point, a decision must be made
about whether to appoint non-family
members to key management positions.
Typically, the non-family member does not
get any actual equity in the business.
Therefore, compensation packages
usually include other forms of equity-
equivalents, such as “phantom stock.””

The earlier you formulate a succession
plan, the more likely that plan will
succeed. If you wait for a crisis to occur,
the transition is likely to cause bitterness
and misunderstanding. It is often
recommended that you seek assistance
from an outsider, such as your attorney
or accountant, who is familiar with the
business and has seen the potential heirs
at work.

It is estimated that $6.8 trillion of net
worth will change hands between

Holtz Rubenstein offers a unique
depth of services:

= Audit and Accounting
= Taxation Services

as well as:

= Attorney Support
=Benefits Consulting
= Business Valuation
«Computer Consulting
=« Construction & Real Estate
Services
«Health Care Services
= Not-For-Profit Services
«SEC Client Services
= Services for:
Bankers
Manufacturers
Publicly Traded Companies
Retailers
Wholesalers

If you would like to know more
about any of these services,
please call Marketing Director
Flo Federman at (631) 752-7400
Ext. 212.

generations over the next twenty years —
much of that wealth represented by
assets of family businesses. The rewards
for successfully passing the business to
the next generation are tremendous, and
not merely financial. There is a great deal
of satisfaction that can be derived by
leaving a legacy to your heirs. We have
been told by some of our clients that
having a child successfully continue a
business that they started is one of the
proudest events of their lives.

If we can be of any assistance in
working with you to handle the special
concerns related to your family business,
we are ready and able to help. Contact
Neil Geschwind, partner in charge of
emerging business, at 631-752-7400 x-310,
or NGeschwind@hrcpa.com.

. . Holtz Rubenstein



Marketing YOUR Business:
Get Help By Asking Your
Customers

As a means of evaluating our services,
Holtz Rubenstein conducted a client
satisfaction survey (see page 2). Some
of the best and perhaps most overlooked
sources for marketing information are
your customers. Listening to your
customers, whether the feedback is
positive or negative, can be very useful.

Customers who call with a reasonable
complaint can provide you with insight
into where your business needs
improvement. For example, if you receive
several calls regarding late shipping,
perhaps it is time to review your own
shipping department or outside delivery
service if you use one. Or, if you receive
complaints regarding the same product,
perhaps you need to call your supplier
or reexamine your own quality control
standards.

You also can gain valuable insight by
speaking with your most valued
customers or clients. You could request
information in an informal way, either by
phone or at your next meeting with them,
or through a customer survey. Questions
could include:

What do you like best about our
product or service?
New ideas for promotion of a
product or service may come from the
answers to this question.

How did you choose us?
Finding out how your customer
found you can help you better direct your

marketing costs. For example, did they
find you through the yellow pages, or
after hearing you give a presentation at
alocal community school? This question
also may help you see what factors a
client considers before choosing a
supplier or provider of services.

Is there something that we donT
currently offer that you would like us
to provide?

Are our competitors doing
anything you would like us to be
doing?

The answers to these questions may
give you new product or service areas to
consider. Perhaps you were thinking of
adding or expanding into a new area, but
were not sure whether to proceed; your
current clients can let you know what they
would like to see in the future.

Have we done anything
differently in the past year that you
like/dislike?

The answers may surprise you, but they
may help your business improve its
customer service, a key component in
maintaining and growing your customer
base.

If you use any of the suggestions made
by your customers, make sure you follow
through and let them know that thanks
to them, you ¥e made changes and
always welcome their input. A customer
who knows you will listen and take care
of his or her needs is much less likely to
go to a competitor.

(continued from page 2)
Get on Track with a Financial Plan

save tax dollars, but they are a way for the
“Aonsaver”’to put away a larger sum for
the future. For instance, you could wait until
the end of the year to empty your dependent
care account, and use the lump sum of
cash to invest in a mutual fund.

Manage your debt.

Review any loans that you have, such as
mortgage, automobile, credit card debt,
and look at the terms, the interest being
charged and the maturity date. See if

there are any opportunities to refinance or
replace debt at more favorable terms. Or
compare interest rates; even a 1% reduction
in the interest rate can produce
considerable savings over the life of a loan.

Allocate your assets.

An essential part of a financial plan
includes a long-term investment strategy
among different groups of assets, such as
stocks, bonds and cash. Part of the asset
allocation process will consider factors such
as your current age, your expected
retirement age, and how much risk you are

(continued from page 1)
Notable & Quotable

The Marines couldnT believe their
eyes. In an effort to make the holiday
season a happy one for needy Long
Island children, the partners and staff
of Holtz Rubenstein & Co., LLP brought
in new, unwrapped toys to donate to the
6" annual toy drive held by the Suffolk
Chapter of the New York State Society
of CPAs.

Holtz Rubenstein senior accountants
Harold Deiters and Paul Becht helped
organize the toy drive for the Young CPAs *
Committee of the Suffolk Chapter. In
all, the Chapter raised more than 2,000
toys for the annual US Marine Corps~
Toys for Tots toy drive.

willing to take. These and other factors will
affect how much you put into higher-risk
assets such as stock, versus lower-risk
assets such as bonds. Asset allocation is
not a static, one-time event; you should
review your asset allocation whenever a
factor changes and make adjustments
accordingly.

Plan for retirement.

Evaluate your current retirement savings
amount, the rate at which you are saving,
and consider the effect of inflation on your
savings. If you feel you are not meeting your
goals, earmark a portion (or greater portion)
of your salary for retirement savings. If you
plan to contribute to an IRA, make
contributions early in the year, to maximize
the amount of tax-deferred growth on your
contributions.

Conclusion

Taking these basic steps will give you a
good financial foundation for any current
needs and future goals. Getting started is
the hardest part, but once you have a
budget and plan in place, it will be easy to
maintain. Holtz Rubenstein can provide any
additional information and assist you in
deciding what steps will best meet your
personal financial goals.

This publication is designed to present matters of
general interest relating to accounting, taxation and
business management. It is not intended to constitute
accounting or tax advice. Articles were written by the
staff of Holtz Rubenstein & Co., LLP and the American
Institute of Certified Public Accountants. Please consult
your HR & Co. adviser before taking any specific actions.
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