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ERIC SMITH IS OUR NEW MANAGING PARTNER

We are pleased to announce that Eric Smith is our new managing partner. Eric joined our Firm
in December 1991 after graduating from Louisiana Tech University. Eric has been a partner for over
25 years and has been involved in Firm management for many of those years. We are fortunate to

benefit from Eric’s continuing leadership.

STEVE HEDGEPETH IS RETIRING

Effective November 1, Steve will begin his well-earned retirement after serving the Firm’s clients
for over 46 years. Steve graduated from Louisiana Tech University in 1978, began his career here in
June of that year, and became a partner in 1982. We honor Steve and thank him for his service to the
Firm and our clients, and we look forward to a continuing relationship in his retirement.

ANNA LITTLE - NEW STAFF MEMBER

We are happy to welcome Anna Little to our Firm. Anna is from Winnfield, Louisiana and is
currently completing her graduate degree at Louisiana Tech. Anna interned with us last spring, and we

look forward to working with her.

IS YOUR ESTATE PLAN CURRENT?

In our May 2023 newsletter, we
mentioned that the estate and gift tax exemption
(currently $13.61 million per person) is
scheduled to shrink after 2025 to half of that
amount (with an inflation adjustment). Aside
from the potential estate tax, however, estate
planning involves some very important personal
decisions that should be considered and
possibly updated from time to time. It is easy to
put off such a review. But, life situations can
change, and rethinking and resetting the plan
often will be low on the list of things to do. A

recent Wall Street Journal article tells the story
of a man who died with a retirement account
with the named beneficiary being someone he
dated and broke up with almost 40 years earlier.
Maybe he forgot to change it. His surviving
family members were not happy.

Also, even though the idea of estate
planning is mostly identified with older adults,
we believe it is important for younger adults,
especially those with a spouse and minor
children, to consider these issues.

(Continued on reverse)



Will and Heirs — Just about every adult
should have a written will, and Louisiana
residents should have one prepared by a
Louisiana attorney. If you do not have a written
will, state law is, in effect, your will that decides
what happens to your property, which might not
be what you would want.

Who will be your heirs? Do heirs get equal
shares or something different based on your
understanding of an heir’s needs and financial
situation? What will happen to an outstanding loan
that you have made to an heir? Does an heir have
a special medical need requiring additional
financial resources? Do you want a church or
charity to receive a bequest?

Bank and Brokerage Accounts — As we
wrote about in our April 2024 newsletter,
Louisiana allows accounts at banks, credit unions,
and savings and loans to pass to a designated
beneficiary outside of probate (i.e., not governed
by your will). If you have any such account
designations, be sure that they are current.

Louisiana courts are currently split on this
issue for brokerage accounts and, for now, such a
designation should not be relied on for those
accounts. Make sure that your will directs the
disposition of any brokerage accounts according
to your current wishes.

Other Beneficiary Designations (retirement
accounts, life insurance) — As situations change over
time (death, divorce, etc.), it is easy to overlook
making appropriate changes to beneficiary
designations  for financial accounts with
infrequent activity such as life insurance and

retirement accounts (e.g., IRAs, 401(k), 457(b),
etc.). Make sure those beneficiary designations
are current.

Letters to Beneficiaries (advice; wishes;
passwords) — Leaving to your executor or heirs a
letter of instructions or wishes will not be legally
binding like your will, but it can be helpful to your
heirs who are tasked with understanding and
sorting out your intentions for items and issues
that are not appropriate or important enough to be
included in your will. Make sure that the right
person will have access to the usernames and
passwords for your important online accounts.

Your Stuff — You might have collections of
things that you have held on to over the years
(books, dishes, tools, etc.) that you think your
heirs will want. As we have read elsewhere (and
from some experience), generally, maybe they
really don’t want all of your stuff (at least not as
much as you think). To make it easier on your
heirs, you might have that conversation now and
consider letting go of the things that are no longer
useful to you or wanted by them.

Finally, do you want your financial legacy
to adhere to a strict and complex plan for your
heirs (which often is more easily written than
executed and sustained), or do you prefer to let
the next generation or two have their inheritance
and the freedom to go forward on their own, sink
or swim? Neither approach (nor somewhere in
between) is right or wrong. Regardless, we
encourage you to prepare a plan and consider
how to make it as clear and easy as possible for
the ones who will execute your plan. We will be
happy to discuss your estate planning with you.

NONCOMPETE AGREEMENTS — UPDATE ON PROPOSED FTC RULE TO BAN

In our July newsletter we mentioned the
Federal Trade Commission’s proposed rule that
would ban contracts between an employer and
employee to prohibit the employee from
competing with the current employer for a period
of time after termination. The new rule was set to

go into effect September 4, 2024. On August 20,
however, a federal judge in Texas blocked that
rule stating that it was arbitrary and capricious and
“The role of an administrative agency is to do as
told by Congress, not to do what the agency thinks
it should do.” The FTC is considering an appeal.



Cole, Evans & Peterson, CPAs
WWwWw.cepcpa.com

624 Travis Street Shreveport, Louisiana 71101 (318) 222-8367

Tax & Business Alert

SEPTEMBER 2024

ARE YOU AWARE OF THE BUSINESS CREDITS AVAILABLE?

t’s a challenging time for businesses. Therefore, any

help you can get — such as tax credits, tax exemptions
and other incentives — can make a big difference.
Unfortunately, these incentives often go unclaimed
because businesses don’t know about them.

Here’s a look at two types of incentives available and
an outline of some potential benefits.

Some credits are available “as of right.” That is, if’

your business meets the specified requirements, you The R&D credit is available even to businesses with
Just need to Clélm the benefit on a timely filed tax no income tax liability and may be carried forward
return to receive it. to offset taxable income in future years. If eligible, a
State and federal tax credits and exemptions are start-up company can claim the federal R&D credit
designed as incentives for businesses to engage in against up to $500,000 in employer-paid payroll taxes.
certain activities or invest in specific economically Empowerment zone incentives. Certain
distressed areas. Here are a few: tax breaks are available to companies that operate
Work Opportunity Tax Credit (WOTC). The in federally designated, economically distressed
WOTC is a federal credit, ranging from $2,400 to empowerment zones.” Tax credits may be worth
$9,600 per eligible new hire from certain disadvantaged up to $3,000 for each eligible employee.

groups. Examples include convicte-d fel(.)ns,_ ‘f"fﬂfare Industry-based and investment credits. Many
recipients, veterans and workers with disabilities. Other states and other jurisdictions offer tax credits and other
steps must also be taken, such as completing paperwork. incentives to attract certain types of businesses, such
State and federal research and development as manufacturing or film and television production.
(R&D) tax credits. These credits may be available to Jurisdictions may also offer investment tax credits for
an eligible business that invests in developing new prod- capital investments within their borders.

ucts or techniques, improving processes, or developing
software for internal use, regardless of size. The federal
“increasing research activities” credit is equal to 20% of
the amount by which the business increases qualified
research expenditures, compared to a base amount.

Discretionary tax breaks must be negotiated with
government representatives. Typically, these incentives
are intended to persuade a business to stay in, or
relocate to, a certain state or locality.



SALES TAX EXEMPTIONS

States with sales taxes provide exemptions for some purchases. Common exemptions include purchases by:

B Retailers for the purpose of resale,

B Manufacturers of equipment, raw materials or components used in the manufacturing process,

W Specific tax-exempt entities, and

W Agricultural businesses that buy such items as farming equipment and fuel, feed, seeds, fertilizer, and

chemical sprays.

Businesses should familiarize themselves with the exemptions available where they do business, and what it takes
to qualify. For example, they may need to prove to the sellers that they have a resale or exemption certificate.

To secure these incentives, a business must show
it’'ll bring benefits to the jurisdiction, such as job
creation and revenue generation. Discretionary
incentives may include income and payroll tax
credits, property tax abatements and utility rate
reductions.

BUSINESS SUCCESSION AND
ESTATE PLANNING SHOULD BE INSEPARABLE

DON'T MISS THESE OPPORTUNITIES

Every year, a vast amount of these tax credits and
incentives aren’t claimed because businesses are unaware
of them or erroneously believe they’re ineligible. Many
more examples exist. Your tax advisors can help ensure
that your business receives all the tax breaks it deserves. B

s a business owner, your company is likely to

be your most valuable asset. To ensure it survives
after youre gone, your estate plan must address the tax
impact of transferring your ownership interests to the
next generation. It can also provide a smooth transition
of the business to your family members after you retire.

ENSURE KEY DOCUMENTS ARE IN PLACE

A comprehensive estate plan should be supported by
several key documents, starting with a basic will. A will
specifies how your assets will be distributed to desig-
nated beneficiaries and meets other objectives. Without
a will or having assets otherwise titled, your
business and other assets will be distributed
under the prevailing state law, regardless of
your wishes.

A financial power of attorney (POA)
appoints someone to manage your affairs
in case you become incapacitated, and
allows this “attorney-in-fact” to conduct
business transactions. The POA should be
complemented by the guidance of health
care directives.

MAKE USE OF TAX BREAKS

If you own significant business assets,
consider maximizing the currently

available federal estate tax breaks. This includes using
the unlimited marital deduction and the federal gift
and estate tax exemption, which in 2024 shields up
to $13.61 million. Some states also impose their own
state estate or inheritance taxes.

You may be able to minimize federal and state taxes
by using multiple trusts or setting up a family limited
partnership (FLP). With a tax-favored FLP, the assets
are removed from your taxable estate, and limited
partner interests can be gifted to loved ones, often at
a discounted value.




CONSIDER WHO WILL TAKE THE REINS

If you're like many business owners, you may

dream of the day you can transfer ownership to your
children, who will continue to run the operation
when you retire. A succession plan can provide a
smooth transition of power and be used in the event
of the unexpected death of an owner.

Typically, a succession plan will outline the structure
going forward and prepare for the eventual sale

of the business. Make sure the plan is in writing.
Identify training opportunities and special compensation
arrangements for your successors. Include in the

plan financial details reflecting assets, liabilities and
current value, and update the plan periodically. Also,
coordinate your succession plan with your estate
planning documents.

HOME SALE: FAILURE TO

PLAN MAY RAISE YOUR TAX BILL

N

BYPASS POTENTIAL FAMILY CONFLICTS

As your retirement approaches, you may face family
challenges. Unfortunately, elevating one sibling to

run the business and leaving another out — or giving
someone a secondary role — may create hard feelings.

One estate planning strategy is to attempt to “even
things out.” For example, let’s say that you own a
business valued at $5 million and you have $5 million
in other assets. You might give one child who works
with you $5 million is business assets and give the
other child assets worth $5 million.

RELAX AND ENJOY A SMOOTH TRANSITION

There’s no universal plan for family business

succession. What’s right depends on your circumstances
and goals. Your estate planning and business advisors
can help. B

As the saying goes, there’s nothing certain in life
except for death and taxes. Roughly two-thirds of
Americans say their federal income taxes are too high,
according to a poll earlier this year from the University
of Chicago Harris School of Public Policy and The
Associated Press-NORC Center for Public Affairs
Research. Similar numbers of respondents say the

same about state and local taxes. But when it comes

to selling your home, proactive tax planning can help
you reduce your individual federal tax bill.

A COSTLY MISTAKE TO AVOID

Let’s say Tom is a soon-to-be married homeowner
who is looking to sell his principal residence. If certain
tests are met, an unmarried individual may be able

to exclude up to $250,000 of taxable gain (up to
$500,000 for married couples).

Just before the wedding, Tom sells the home he’d
purchased 20 years earlier. The home had appreciated
by $500,000. He and his future wife planned to move
into her much smaller fixer-upper home after the
wedding. As an unmarried taxpayer, Tom can exclude
$250,000 of the gain from the sale of his home,
leaving a taxable gain of $250,000 ($500,000 minus
the $250,000 federal home sale gain exclusion). He
owes 15% federal income tax on the gain, plus the
3.8% net investment income tax and state income tax.

Instead, suppose that Tom and his future wife had
taken the time to seek tax planning advice. Rather
than sell the house before the wedding, they might’ve

kept it and lived in it as a married couple for two years.
That would’ve allowed them to avoid the full $500,000
in taxable gain and the resulting taxes when they

later sold it. Even if they sold his spouse’s fixer-upper
home, the gain would likely be much smaller and

may have been sheltered with her $250,000 home

sale gain exclusion.

SLOW DOWN AND SEEK ADVICE

Proactive tax planning is generally worth the

effort — especially if you have a lot at stake and/or
tax rates increase. Even if you don’t need advice

on the subject of home sales, other issues may be
much more complicated and a lack of knowledge
could lead to costly mistakes. Contact your tax
advisor to get the best tax planning results for your
circumstances. M
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MEDICARE PREMIUMS MAY LEAD TO TAX SAVINGS_____

fyou pay premiums for Medicare health insurance,

you may be able to combine them with other
qualifying expenses and claim them as an itemized
deduction for medical expenses on your tax return.
This includes amounts for “Medigap” insurance and
Medicare Advantage plans, which cover some costs
that Medicare Parts A and B don’t cover.

For 2024, you can deduct medical expenses only if you
itemize deductions and only to the extent that total
qualifying health care expenses exceeded 7.5% of your
adjusted gross income. For tax year 2024, the basic
standard deduction amounts are: $14,600 for single filers;
$29,200 for married joint-filing couples; and $21,900 for
heads of households. Under the Tax Cuts and Jobs Act,
which raised the standard deductions through 2025,
fewer individuals itemize deductions. However, those
with significant qualified medical expenses may still be
eligible to itemize and enjoy some tax savings.

Important note: Self~employed people and shareholder-
employees of S corporations can generally claim an
above-the-line deduction for their health insurance

premiums, including Medicare premiums. That means
it’s not necessary for them to itemize to get the tax
savings from their premiums.

In addition to
Medicare premiums,
you can deduct a
variety of other
medical expenses,
including ambulance
services, dental
treatment, eye-
glasses, hospital
services, lab tests,
qualified long-term
care services and
prescription medicines. Transportation costs to medical
appointments may also be deductible.

Contact us with questions about claiming medical
expense deductions on your personal tax return. We
can help you identify an optimal overall tax-planning
strategy based on your personal circumstances. M

This publication is distributed with the understanding that the author, publisher and distributor are not rendering legal, accounting or other professional advice or opinions on specific facts
or matters, and, accordingly, assume no liability whatsoever in connection with its use. The information contained in this newsletter was not intended or written to be used and cannot be
used for the purpose of (1) avoiding tax-related penalties prescribed by the Internal Revenue Code or (2) promoting or marketing any tax-related matter addressed herein. © 2024





