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Dave Bove 
An appealing feature of IRAs and qualified plans is 
that they are tax-favored since the income and 
growth from the assets in the accounts can  
accumulate on a tax-deferred basis and are not 
taxed until distributed.  It was the intent of Congress 
for these accounts to be used by account owners in 
retirement rather than as wealth-transfer vehicles.  
The Internal Revenue Code provides for required 
minimum distributions (RMDs) to prevent the  
accumulation and transfer of wealth in and from  
retirement accounts. 

The Code requires distributions to be made from these accounts to the account owner 
generally beginning when the account owner reaches age 70 ½ or retires, with some 
exceptions.  The first distribution needs to be made by April 1 of the calendar year  
following the year the owner turns age 70 ½.  This is known as the required beginning 
date.  Going forward, a distribution to the account owner must be made by Dec. 31 of 
each calendar year, beginning with the calendar year containing the required beginning 
date.  A 50% excise tax will be assessed to the account owner on the amount that was 
required to be distributed but was not.  This is known as the excess accumulation  
penalty and is one of the steepest penalties the Code imposes with regard to retirement 
accounts.  Taxpayers approaching age 70 ½ and those who have already started taking 
RMDs should consult with their advisers to make sure sufficient RMDs are taken when 
required. 

The excess accumulation penalty also applies to inherited IRA and qualified plan  
beneficiaries. Nonspouse beneficiaries are generally required to start taking  
distributions from the account by Dec. 31 of the year following the year of the account 
owner’s death.  If the RMDs are not taken, the excess accumulation penalty applies. 
Spouse beneficiaries who do not roll over the account owner’s IRA into their own IRA 
are generally required to start taking distributions from the account on or before the later 
of Dec. 31 of the year following the year of the deceased spouse’s death or Dec. 31 of 
the year in which the account owner would have attained age 70 ½.  Individuals who 
inherit a retirement account should also consult with their advisers to make sure they are 
complying with the RMD rules. 

An excess accumulation penalty may be waived if the taxpayer can establish that the 
shortfall in the amount distributed during any tax year was due to reasonable cause and 
that steps are being taken to correct the shortfall.  Waivers are granted on a  
case-by-case basis.  An excess accumulation is due to reasonable cause when it occurs 
through no fault of the plan participant.  A withdrawal of the shortfall amount as soon as 
practical upon discovery can show that reasonable steps were taken to remedy the 
shortfall.  A taxpayer who failed to take an RMD and is subject to the excess  
accumulation penalty should consult with an adviser to determine whether to file a  
waiver request. 

Continued on page 2 
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As mentioned earlier, the RMD rules also apply to an account beneficiary after the death of an account owner.  
This is true even in the year of the death of an account owner who has reached his or her required beginning 
date.  If the account owner took the full RMD for the year of his or her death, then nothing needs to be withdrawn 
from the account for the year.   

However, if the account owner died prior to taking the full RMD for the year, then the beneficiary is responsible for 
taking the balance of the RMD.  The executor of the account owner’s estate is not responsible for taking the RMD 
for the year of the account owner’s death unless the estate is the beneficiary of the account.  It is not uncommon 
in the year of an account owner’s death to overlook the RMD or incorrectly assume the balance of the RMD 
should be taken by the account owner’s estate.  Executors of a decedent’s estate and beneficiaries of a  
decedent’s retirement account should consult with their advisers in the year of an account owner’s death to     
ensure an RMD is not inadvertently overlooked.  

A surviving spouse may roll into his or her retirement account retirement plan benefits left to him or her by a  
deceased spouse.  A surviving spouse is the only beneficiary with this opportunity.  An important benefit of  
executing a spousal rollover is that the retirement account assets become assets of the surviving spouse and the 
surviving spouse is treated as the owner rather than as a beneficiary of the IRA when it comes to the RMD rules.  
Therefore, the surviving spouse will be subject to the RMD rules and will not be required to take RMDs from the 
account until reaching age 70 ½.  However, by treating the retirement benefits as part of his or her own retirement 
account, a surviving spouse under age 59 ½ would be subject to the 10% early withdrawal penalty on any assets 
withdrawn from the account.  This trap can be avoided by rolling over a portion of the retirement account while 
also maintaining a portion of the account in the deceased spouse’s name.  Individuals under the age of 59 ½ who 
inherit a retirement account from a spouse should contact their adviser to discuss planning opportunities for future 
distributions from the account. 

The distribution rules on retirement accounts such as IRAs and qualified plans can present traps for the unwary.   
Understanding these rules will prevent making common mistakes with regard to retirement distribution planning.  

 We have all heard the old saying “expect the    
unexpected.”  Wiser words cannot be spoken when it 
comes to preparing for an interruption of your business 
due to an unforeseen disaster.  Our country has seen 
many disasters recently ranging from fires and mudslides 
in the west to floods right here in the Tampa Bay region.  
Your business could become a victim suddenly and  
without warning. 

 After a disaster, about one in four companies are 
unable to reopen. Think about the effect that could have 
on you and your family if that was your business.   
Fortunately, some proactive planning can help your  
business to survive in the event of a disaster. 

 One of the most  
important things to consider is to 
add business interruption insurance 
to your existing property insurance 
policy. This insurance allows you to 
relocate or temporarily close so that 
you can make the necessary repairs 
– and still be provided with cash flow 
to cover lost revenue and expenses 
incurred while normal operations are  

suspended. 

 There are two basic types of business interruption 
insurance – either a “named peril policy” or an “all-risk  
policy”.  As the name suggests, a “named peril policy”  
covers only the type of disaster(s) specifically listed in the 
policy such as fire or vandalism.  On the other hand,  
“all-risk policies” cover all disasters unless they are  
specifically excluded. Flood damage is commonly  
excluded from “all-risk policies”; although flood insurance 
is generally available for an additional fee. 

 To determine the best insurance type for you and 
the proper amount of coverage, consult with your  
insurance agent and financial adviser.  You don’t want to 
overinsure, but you also don’t want to overlook critical 
risks such as a long power outage.  After your business 
selects coverage to suit your needs, make sure to keep a 
copy of the policy offsite so you can access it quickly in 
the event of an actual disaster.  Business interruption  
insurance obviously won’t solve all your problems if a  
disaster occurs, but it can dramatically improve your odds 
of survival.      

BUSINESS INTERRUPTIOBUSINESS INTERRUPTIOBUSINESS INTERRUPTION INSURANCE: PREPARING FOR THE UNEXPECTEDN INSURANCE: PREPARING FOR THE UNEXPECTEDN INSURANCE: PREPARING FOR THE UNEXPECTED   

Susan Ghaly 
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NotablesNotables  

Pam Mattox 

In September 2015, Dawn Lopez attended the semi-annual meeting of the AutoCPA Group in Portland, Oregon.  The 
AutoCPA Group is a nationwide association of over twenty-five CPA firms specializing in auto/truck/motorcycle  
dealerships.  Speakers covered the following topics: 

 Front-line staff consulting 
 What banks are looking for in today’s regulatory environment; how to efficiently approach loan requests 
 Overview of compliance issues 
 Preparing dealership valuations 
 Overview of tax considerations for general aviation business aircraft 
 Tax reform 
 Overview of AutoMate 
 Enhancing performance of mature operations 
 Labor and employment law update 

We would be happy to share informa on about the topics we covered or discuss any concerns you have with your 
opera ons.  We have a large pool of experts to draw from to assist your dealership to operate at its best.   

UUPCOMINGPCOMING  TTRADESHOWSRADESHOWS  ANDAND  EEVENTSVENTS  WWEE  AARERE  AATTENDINGTTENDING  

Florida Council of Independent Schools (FCIS) Conference at the Hyatt Regency Orlando International Airport on 
November 5 - 6, 2015 

The PM-EXPO (Property Manager) at the Coliseum in St. Petersburg on November 10, 2015. 

The Western & Central Florida Cooperator’s Condo, HOA, and Co-op Expo at the Tampa Convention Center on 
December 10, 2015. 

If attending, please stop by to see us and enter to win a gift card! 

The partners and staff would like to congratulate Christina and Bobby  

Winters on the birth of their daughter Vera Elaine. She was born on  

October 11, 2015 weighing in at 6 pounds 14 ounces and 21 inches long. Vera has 3 

sisters that are happy to have a new baby sister as well. Pictured in the middle and 

holding her is Maylen (7), left is Layla (4) and on the right is Azelie (2).  

It's not time to put your dollar bills into memory capsules yet, but the use of convertible virtual currencies --    
including the Bitcoin -- appears to be on the upswing. Companies, such as Overstock.com, Microsoft, and PayPal, and 
80,000 other firms have reportedly jumped on the bandwagon to accept Bitcoins. The trend hasn't taken root yet in most 
of mainstream America, but many people think that day may be coming soon.  Unfortunately, Bitcoins have gotten a bad 
rap for price volatility, illegal use, vulnerability to technical glitches, and cyber theft. In fact, the market value of a Bitcoin 
has plunged from a high of more than $1,100 in 2013 to roughly $249 to $288 in March and early April of 2015. 

The origins of the Bitcoin can be traced back to 2009, when a computer programmer (or group of people) known 
as Satoshi Nakamoto issued the first Bitcoins.  Bitcoins have an equivalent value in real currency. 
They can be digitally traded between users and may be purchased for, or  exchanged into, real      
currency, such as dollars or euros. However, Bitcoins are not legal tender anywhere in the world. The 
most common ways to obtain Bitcoins are through virtual currency ATMs or online exchanges, which 
may charge nominal transaction fees.  Once you obtain Bitcoins, you're able to use them to pay for 
goods or services by using Bitcoin wallet software installed on a computer or mobile device.  

Continued on page 5 

Get a Handle on Bitcoin Tax Issues 
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SHOULD YOUR DEALERSHIP CONSIDER A PURE CAPTIVE?  
Dawn Lopez 

There are several captive options but 
this article will focus on pure captives. 
What is a pure captive? A pure  
captive is owned by or controlled by a 
parent and may only insure the risk of 
its parent.   

You should consider a pure captive 
for various reasons      

1) if your dealership consistently pays 
more premiums to third-party insurers 
than it receives in claims. There is an     
inefficient trading of money taking 
place and the company would be  
better retaining more risk and        
premiums itself; 2) to enhance    
corporate risk management; 3) have 
access to reinsurance and associated 
cost reductions; 4) obtain insurance 
market leverage; 5) being able to  
distribute dividends at a 20% rate; 6) 
estate and gift planning tool as well as 
compensating key employees;  
7) typically anywhere from $50K - 
$200K to form (considered capital), 
depending on the state formed. 

Products that can be insured, to 
name a few:  

1) Property difference in condition 
(DIC) and wind deductible;  
2) Workers compensation; 3) Ser-
vice contracts; 4) Auto inventory;  
5) Pollution; 6) GAP reinsurance; 
7) Executive protection; 8) Gen-
eral   liability; 9)Umbrella  

Cost/Benefit of a Captive: Your  
benefits must exceed its cost or  
mainly the captive option is not for 
you. Typical general and  
administrative costs (G&A) are  
approximately $45,000 and consists 
of: audit and tax return, captive  
management, trustee, investment 
management, risk manager, actuarial, 
bank,  legal (typically for initial set up), 
and state filing fees.  Keep in mind 
that for the first $50K (net of fees) the 
tax rate is only 15% (taxed only on 
investment income if premiums are 
kept below 1.2M).  The captive files a 
Form 1120PC and an insurance pre-
mium tax return. 

Ideally your investment income 
should cover your G&A costs (for  
example: $1,800,000 investments      
*2.5% return = $45,000 which covers 
the approx. G&A costs). There is a 
19% tax savings on premiums (39% 
(top individual rate - 20% dividend 
rate) (not considering net investment 
income tax)). 

What does the IRS say?  Some  
people are leery of captives and what 
the IRS might do. Below is an excerpt 
from the Federal Tax Day - Current, 
I.3, IRS Official Discusses Captive 
Insurance Arrangements, (May 29, 
2014): 

The IRS has no intention of shutting 
down the captive insurance industry, 

said Sheryl Flum, branch chief, IRS 
Office of Chief Counsel, during a May 
28, 2014 webinar hosted by the 
American Bar Association Section of 
Taxation. "There are legitimate      
reasons why somebody would find it 
more economically appropriate to 
have a captive, rather than having 
insurance through another insurance 
provider," Flum insisted. "But 
[captives] need to be set up and    
operated as insurance companies."  

In order for a captive insurance     
arrangement to be legitimate, it must 
have been formed for a legitimate 
business reason that and not just to 
avoid taxes. There must be economic 
substance behind the formation of the 
captive. A captive insurer must also 
insure an actual risk, and there must 
be a transfer of financial consequenc-
es resulting from potential loss from 
the insured party to the insurer. There 
is nothing wrong with having a captive 
insurance arrangement if the purpose 
behind its formation is to create    
economic efficiency, said Richard J. 
Sapinski, Sills Cummis & Gross P.C., 
Newark, N.J. Creating large           
deductions or facilitating estate   
planning can be subsidiary motives, 
he added. However, "if those are the 
primary motives, that is where the 
issues come into play. You have to 
have a valid purpose." 

Thomas Ladd 
TAX RETURN DUE DATES TAX RETURN DUE DATES --  BEGINNING 2016 CALENDAR YEARBEGINNING 2016 CALENDAR YEAR  

Under the stop-gap bill, the due date for partnerships to file Form 1065, U.S. Return of Partnership 
Income and Schedule K-1s, Partner's Share of Income, will move from April 15 to March 15 (or to 
the 21/2 months after the close of its tax year). This will be the same filing deadline now in place for S 
corporations. 

IMPACT - The shift to a March 15 deadline will better enable partners, like current S corporation 
shareholders, to receive their Schedules K-1 in time to report that information on their Form 1040 
before its April 15 due date. Many partners are now forced to file for a six-month extension to file 
their Form 1040s. 

The stop-gap bill also changes the filing deadline for regular C corporations from March 15 (or the 15th day of the 3rd month 
after the end of its tax year) to April 15 (or the 15th day of the 4th month after the end of its tax year). One  
exception: For C corporations with tax years ending on June 30, the filing deadline will remain at September 15 until tax years 
beginning after December 31, 2025, when it will become October 15. 

Further, an automatic six-month extension will be available for C corporations, except for calendar-year C corporations through 
2025, during which an automatic five-month extension until September 15 will generally apply. The stop-gap bill also instructs 
the IRS to modify regulations to provide for a variety of extensions-to-file rules, including, among others, a 6-month extension of 
Form 1065 to September 15 for calendar-year partnerships; and 51/2 months ending September 30 for calendar-year trusts  
filing Form 1041. 

IMPACT - The changes to the filing deadlines are generally applicable to returns for tax years beginning after December 31, 
2015. For calendar-year taxpayers, that means the new deadlines will first apply to returns filed in 2017. 
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  Some mes  I  wonder,  why  is  it  that  some  people 
seem  to  get  their work  done  faster  than  others?   Do  those 
people  have  harder,  more  complicated  work  that  requires 
more  me,  or  do  the  other  people  just  perform  their work 
faster?    Improving produc vity  is a benefit  to all of us and  I 
have found a few ideas that may help you. 

  Never touch something more than once! 

Don't  read an email,  listen  to a voice mail or  read a piece of 
mail and then save  it to respond for  later.  
If you do this, later just keeps ge ng later 
and later.  It will weigh on you and you will 
spend more energy dreading ge ng  to  it, 
than  you  would  just  addressing  it           
immediately,  including  delega ng  it  or 
dele ng  it.    Then,  you  are  able  to  clear 
your mind and work on the tasks that need 
more of your clear a en on. 

  Work  on mastering  urgency.    Don't  let  small  tasks 
that have  to be accomplished  immediately get  in  the way of 
your  more  important  projects.    Delega ng  is  key  here,  
otherwise, you will spend all of your  me on the fires and not 
addressing your important work. 

  Learn  to  say  "No".    Saying  this needs  to be  learned 
because it will honor your commitment to an exis ng job and 

gives you the  me needed to do an efficient  job on that task.  
Research  shows  that  the more  difficulty  you  have  at  saying 
"No",  the more  likely  you  are  to  have  stress,  burnout  and  
depression.  

  If  you  aren't  good  at  mul tasking,  don't  do  it.   
Typically, mul tasking  is  less  produc ve  than  doing  a  single 
job at a  me.  People who are bombarded with several types 
of  electronic  informa on,  such  as  e‐mails,  Facebook,  Twi er 
alerts,  voice mails  and  text messages,  cannot  pay  a en on, 

recall  informa on or switch from one  job to an‐
other.  This reduces your efficiency because your 
brain can only focus on one thing at a  me. 

  So that you won't touch things twice or 
mul task,  only  check  your  e‐mails,  other  
electronic  communica ons  or  paper  mail  at 
scheduled  mes.    You  can  also  change  your  
electronic  se ngs  so  that  certain  senders  of 
emails  are  priori zed,  such  as  vendors,  best  

customers or the client you are currently working on.  Use the 
auto  response mode  to  let  senders  know when  you will  be 
checking  your  emails.    That  way,  if  they  don't  get  an  
immediate  response,  they won't  send  you  another  email  or 
call you on the phone.  We don't want to see the same email 
twice either! 

Kathy Tushaus 
Increase Your Produc vity  

Bitcoin - continued from page 3 

When Bitcoins are used for purchases, the software digitally posts the transactions to the global public ledger, 
ensuring that the same unit of virtual currency can't be used multiple times. 

Because the Bitcoin supply is finite and capped at 21 million units, some investors are holding Bitcoins in the 
hope they will appreciate in value over time. Note that some of the remaining supply is being reserved for Bitcoin 
"miners." These are people who provide computing power to verify and record virtual currency payments into the global 
public ledger. All Bitcoins are expected to be mined by 2140. 

The IRS's initial guidance on Bitcoins was provided in Notice 2014-21. It generally affirms that Bitcoins are not 
legal tender and are to be treated as "property" under the federal tax laws. Because the IRS says the general principles 
for property transactions apply, gain or loss is recognized every time that Bitcoins are used to purchase goods or  
services. This can result in a recordkeeping nightmare. What's more, there's no de minimis exception under the current 
rules. As you might expect, this treatment discourages frequent Bitcoin transactions. 

Loss deductions are allowed for Bitcoin transactions only when losses are incurred for business purposes or 
when investment transactions are entered into for profit. Taxpayers should carefully track their Bitcoins to minimize tax 
on their gains.  The character of gain or loss on a Bitcoin transaction depends on whether or not it is a capital asset in 
your hands. If it qualifies as a capital asset, the transaction is netted with your other capital gains and losses at tax  
return time, subject to the same general rules. Thus, the maximum long-term capital gains rate on Bitcoins may be 15 
percent, or 20 percent for upper-income investors, and a gain may result in the imposition of an extra 3.8 percent surtax 
if net investment income exceeds an annual threshold. 

So, Bitcoin holders must properly account for basis. The value of Bitcoins has been extremely volatile since its 
inception. The default rule for tracking basis in securities is the first-in, first-out method (FIFO), but taxpayers may be 
able to use alternative methods. The IRS hasn't yet ruled on the application of FIFO or the other basis identification 
methods for Bitcoins. 

For employers, payments made with Bitcoins are subject to information reporting in the same way as other  
payments made in property. Information reporting is required for Bitcoin payments of $600 or more, and Forms 1099 
must then be issued to independent contractors. Bitcoins are added to regular U.S. currency for amounts counting  
toward the $600 threshold. 
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Closing Entries 

This newsletter is published for our clients and other interested persons.  Since this information 
may be of a technical nature, no final decision should be made without first consulting our office. 

ANNIVERSARIES 

The following Dwight Darby & Company employment anniversaries will be occurring this fall: 
Kathy Tushaus – 21 years in February 

Bill Dennison – 12 years in February 

Pam Mattox – 8 years in February 

Dave Bove – 5 years in January  

HOLIDAY OFFICE HOURS 

Holiday Office Hours 

The office will be closed for the following Holidays: 

Thanksgiving: Thursday, November 26th and Friday November 27th 

Christmas: Thursday, December 24th and Friday, December 25th  

New Year’s: Thursday, December 31st and Friday, January 1st  

Dwight Darby & Company wishes everyone a Happy Holiday season! 


