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Businesses Get the Green Light for

Going Green

Companies have many reasons for going
green these days, Business owners might
hope o save encrgy costs or develop
|.~1'l.'hIUI.' ts chat u.].'lp-r.u] 4] ::l.l.':'runmcnr.:l[l].-
CONECIHNIS COMELUMETE, |:'|||.].1|-::-'!.-m may
WD [0 imoEvate 1:|.1.1i.1J|.r].'|:r:.1 or

follow thetr own ideals nl:g..m.il.ng

whart's bese For the ].1|.ln-r|:. d -
l!'f'r_,:' of rerritory, bur a few common

Companies that go green can '*
improve their reputation,
1.'xp.1.|1J thisir m:r]-:-:!:inﬂ
I.'".'.fr“ IJI.. |'|:|II.‘I JHJEU.I in]
t‘iJnrrrnl.‘-J CALETOmMErs:

M.III.':«" LCONSUMErs Aarc
Edger o |.1||.:,' products and
services from environmentally
friendly companies. The Narural
Marketing Institure has reported thar
over B3 million American consumers are
classihed as members of the "lifesryles
of healch and sustainabiling” (LOHAS),
With LOHAS arcitudes, customers may
be willing to pay a premium for green
products and services. Such consumers
often prefer to do their buying from
smaller companies, which may be
perceived as more likely o be green than
giobal giants,

Going green may involve some inieial
costs, Formnarely, help is available.

The federal government offers tax and
Anancing incentives to companies char
want to go green, and many stares have
their own programs.

Greener pastures
What does it mean |;|1"E|_'| H:’c:n'-?
Thar expression can cover a lot

principles apply vo most

businesses,

Any process, producr,

or service thar saves narural

FESOEMOES OF PCESES [I'H:'f'l:

resources is considered green,

For example, green companies
often emphasize a reduction in
|.ru||.'h.—.r u.ugl.' to nninfml.::e I.'hc AMMENT
of teees thar muse be cut down. A&
COmpany tliat emphasizes electronic
COmmunications instead -:::I:'pqprrwnrk is
likely to be perceived as environmentally
Fr.il.':ndl:.". Himi]n:r['!.'; ﬂ:mp:nins thar J,u:ri'.'q_-l}'
].'lu:r:ur: r‘ﬂl:]-'l‘l:il.‘lg si‘r.'lh'.‘ﬂltﬂ for their waste
products may receive plaudits for those
efforts.

Cireen companses might use solar
panels for some of their power, insread
of fossil fuels. Companies that generare
solar energy not only can use thar energy
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themaelves, they may be able vo sell
unused solar energy to the local
power grid for an additional source
of revenus.

A sophisticated solar power
system can be used to offset
expensive peak rates and help control
overall energy costs. In case of a spike
in il prices—or even a shoreage
of imported oil—solar power will
continue to be available with no
increase in cost.

Flying high
Some high-profile companies are
going green. The Mational Foocball
Leagues Philadelphia Eagles
reportedly will install abour 2,500
solar panels, 80 20-foot-high wind
murbines, and a generarer that runs
on a combination of narural gas
and biodiesel. The team intends to
make Lincoln Financial Field, where
it plays its games, the first stadium
capable ufEl:n-:rati.ng all of ies own
electricity

The Eagles have hired Solar Blue,
an alternative energy company, for
the installation. Mot only will the
Eagles have a predictable source
of renewable energy, immune to
spikes in prices, the team expects
ro immediarely recluce its energy
cosrs by almost 25%. Solar Blue can
sell any cxcess energy it creates o
thie local utility companies, and the
Eagles have generated new revenues
by selling sponsorships to other
companies eager to be linked with
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these green business
Pracrices,

Powerful tax
credits
Conrrolling energy
COSEs may provide
other financial benehrs.
Federal tax incentives
exist for iImprovements
that businesses make
o renced or owmed
commercial buildings.
If your company makes
a 50% cur in encrgy costs by installing
heating, conling, ventilarion, or internal
lighting equipment, it can ger a tax
deduction of $1.80 a square foor. For
smaller reductions in energy usage,
YOHEr COampany :rn[gl'lt qr.u[iﬂr for
deductions of 60 cents per square foor.
Your company also can receive tax
credies of 10% or 30% by insealling
certain alternative energy sources
for its own use, 'il-':,rnq.lr COTpAny
does not owe enough tax to use the
;ud.it.':, il; may qu:li.ﬁr 4] I!:Jl!:' I!I'h.'ul-:

credits as grants—that is, it can apply

to the IRS for cash to help with the
purchase price instead of receiving
the tax credit. You cannot, however,
apply for bach.

To ger a 30% tax credit, a business
can install fuel cells thae generate
electricity, solar equipment that
generates electricity, solar equipment
o tlluminate a building using fibscr
optic distribured sunlighr, or small
wind turbines. (Afer 2016, solar
equipment will generate only a 10%
tax credit.)

For the 10% tax credit, your
company can install equipment for
producing or distributing geothermal
energy; very small combusrion
turbines; combined hear and power
systems; or for periods ending before
January 1, 2017, equipment that
uses the ground or ground water for
heating or cooling (geothermal hear
pumps).

Some of the equipment that can
generate 3 10% rax credic must be

installed by 2016. Qur office can help
your company interpres these tax
provisions and choose property that
qualifies for the credits.

Alternative approaches
Alrernative energy systems may
receive other tax benefirs. Purchasers
of solar power systems, for example,
may use five year accelerated
depreciation for the project.
Muoreover, states such as
California, Connecticut, and MNew
Jersey require utilities to produce
some of their energy from renewable
sources, such as wind and solar
systems. The urilities, in tuen, can
purchase the renewable energy
they are required ro provide from
privare companies. For example,
Mew Jersey issues solar renewable
energy certificares (SRECs) to solar
system owners. Each time a system
generates 1,000 k'Wh of elecrricity,
an SREC is earned and placed in
the customer’s elecrronic acoount.
The SRECs can then be sold on che
SREC rracking system, providing
the system owner with revenues for
up to 15 years.

Further encouragement
Liovernment encouragement to
green businesses also can take

the form of money. The Energy
Policy Act of 2005, for example,
provides financial incentives such
as loan guarantees and subsidies for

Did You Know?

rarn the 2000-2001 school year

fa e 2010-2011 schoal year,
published tuition and lses al public
four-year colleges and universities
increased at an average rate of 5.6%
per year beyond the rale of gen-
eral inflation. As a resull, the price of
higher education al public institulions
increased from 22% 1o 26% of the
awarage price al private inslulions.

Sowrce: Tha College Baard




developing alternative fuels. The
Department of Agriculture backs a
Small Business Innowvation Research
Program that awards from $80,000
to $250,000 ro companies practicing
environmentally friendly methods,

The Environmental Protection
Agency gives grants o small
companies working ro protect the

environment. Addironally, some stares

dole out funds to small companies

thae are active in areas such as

pollution prevention and recycling.
As of this writing, the federal tax
outlook for 2011 was undetermined.
Owr office can advise you on which
current tax incentives for going green

might apply to your business. W

Socially Responsible Investing Gains Ground

From the start of 2007 through

the end of 2009, financial markers
suffered major disruptions, During
that period, professionally managed
assets increased by less than 1%.

Ax the same time, assets involved

in socially responsible investing
(SRI) increased by more than 13%,
from $2.71 erillion to $3.07 mmillion,
according ro the Social Investment
Forum Foundaron, SEI now
accounts for nearly one our of every
eighe dollars under professional
management in the Unired Stares.

Defining the terms

Many investors grasp the appeal
of SRI. You might want your
investment dollars to back
worthwhile enterprises or at least
refrain from supporting harmiful
activiries, You may find it hard

to define SR, however, because
one investor's idea of “social
responsibilicy” may be different from
another's.

Many such differences of opinion
COMITRE n:.:n:mr i} mi::d.ﬂ-ﬁmt SFU
adherents avoid companies involved
in ligquor or E.ami.ng OF WEAPONS,
but others might see nothing wreng
with investing in the leisure or
defense induseries. Drrilling down,

a company might be involved in the
most seemingly noble of purposes—
secking miracle medicartions, for
instance —yer have issues wich
pollution or lack of diversity among
ies directors. The borrom line i=

thar individual invesoors will have

different priorities, which
may have to be raken into
account when making SRI

decisions,

Playing favorites

SRl proponents urge
investors to take their own
priorities into account
when making investment
decisions. You don't have to
be a do-it-yourself investor
to follow this pach. Say that
you work with a broker or financial
planner, and you invest via individual
stocks and bonds. You could tell your
advisor thar you absolurely don't
want any robacco stocks in your
portfolio, for example.

Indeed, so-called separarely
managed accounts (SMAs) offer
such possible sereens. With SMAs,
advisors help investors gain access to
top-rated money managers, in return
for asser-based fees. SMA money
managers rypically allow investors
ro omit specific companies or
induseries from their portfolios, for
reasons thar include social or ethical
objecrions, Many brokerage firms
and investment advisors offer ShAs

to thedr clients.

Finding funds

Many investors prefer to invest

in mutual funds and ud‘ﬂngr-
rraded funds, racher than individual
securities. If you are intereseed in
SRI, you can choose from hundreds
of funds.

<

Lol o

As is the case with any type of
fund, investors can benefit from
diversification and professional
securities selection. With SRI funds,
investors get managers who screen
stocks for cheir principles, as well
as for their prohr potential; many
individuals do not have che tme or
inclination to do their own screening.

On the Aip side, when you invest
in an SRI fund, you are depending
on the fund manager's opinions
regarding which stocks will mesh
with your values. SRI stock funds
might own shares of dozens of
companies, and it’s not guaranceed
that each one would pass your
approval. Therefore, if you are
interested in an SRI fund, it's vital
thar you read the prospectus carcfully
to see if you're comfortable with the

stated crireria and that you monitor

changes in the portbolio carefully.

Looking at the bottom line
Some people may be so enthusiasric
about values-based investing char
they care lirtle abour subsranrial

comtiauad o page 4
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rerurns. Most investors, though,
woitld like ro see resules thar are az
lease comparable vo what they might
receive fram a non-S01 Fnrl‘!l-rﬂt'n.
Can 5RI produce profits for
invesgors?

As mentioned, SR vesting now
accounes for erillions of dollars. M;m:r'
|‘.'|.rs,|: institutions allocare Furh'nnl af
their portfolios to SRI. Apparently,
EAVYY InvEstors believe that rhq"
can follow cheir principles without
su{“ri:l-:ting principal.

SHI SUPPOrTers sy that |n:|-g.ii:
supports this premise. If you invest

with socially and environmenzally
responsible companies, they argue,
you will wind up owning companies
that will be less exposed ro scandals,
fines, strikes, and dlass-action
lawsuits, compared with cheir
corporate peers, Over rime, such
good behavior probably will deliver
higher profits and superior stock
market performance,

Other observers disagree. By
imposing extra screens on porengial
invesrments, SR pracritioners
limit their choices and relinguish
prohrable opportuniries, crirics

contend, SRI funds may favor
cerrain sectors of the economy and
avoid others, which could increase
volariliry.

As mighr be expecred, both sides
of the debare poine vo dara to back
up their claime. In realicy, some SRI
Hr.:!-tgilt.'i. ‘.'|.|1r.{ |-|.|:I:|r].-.' I'liﬂ: pnrfurmm:'
well, bur others have lagged—chat’s
true of many approaches to investing,
IF the idea Lh!l-pultfng your mvestment
dollars where they'll do some good
Jpptu]: o you, careful research &an
inerease IJ'IE' ﬂl'l:ml:r: that }-uu'IJ also
o weell. W
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Fobruary 15

Individuals. If you ciemed exemgltion from income tax withholding
last year on the Form W-4 you gave your employer, you must fils a
new Form W-4 o confinue your sxemplion for anosher year.

Employers. Begin withholding income ta from the pay of any
empioyee Who claimsd exempton Iram withibolding in 2000 but did
not geve you & e Fonm W-4 1o contiras the exemplion for 2001,

Employers, For Social Security, Medicare, withheld income tax, and
nonpayred withhalding, depesit the tax far paymants in January if the
monhly rule applies.

February Z8
Al busimesses. File infarmation retms (Form 1099} far
certain payments you made dwing 2010, If you i Forms 1009

slectronically (not by magnetic media), your dus date Bor filing them
with the IRS ks March 31.

Employers. Fils Form W-3, along with Copy & of all the Forms
W-2 you Isswed for 2010, B you file Forms W-2 electronically {not
by magnetic media), your due date for fing them with the Social
Sacurity Administration is March 31,

MARCH 2011

March 15

Gomporations. Fike a 2010 calendar-yaar income tax returm (Form
1120} and pay any tx due. if you want an sutomatic sbe-month
muhg[ﬁﬂrmﬁl’ﬂm 7004, ard deposil what
you estimate you Ce.

§ corporations. File a 3010 calendar-year income e refurm Form
112015) and pay any tax due. Provide each shanshaider with a copy
of Schecude K-1 (Farm 11205}, “Shareholder's Share of Income,
Deductionz, Credits, etc.,” or 8 substitule Schisdule K-1, If you wani
an automatic six-month extension of Bme to file the retum, file fam
T004, and deposit whed you estimats you owe.

5 corporathon election. File Form 2553, “Election by a Smal
Business Corporation,” b choose 1o be treaied as an S corporation,
beginning with calendar year 201 1, If Form 2653 is filed late, 5
comporation treatment wil Begin with calendar year 20032,

Elescting large partnerships. Provide each partres willi a copy of
Scheduls K-1 (Form 1065-8), “Parinér's Shar of oo (Loss) Fram
an Electing Large Parinership,” or a substifule Schedule K-1. This due
date appliss even if the parneship fequists an odiension of time fo
file Form 1065-8 by filng Fam 7004,

Employers. For Social Security, Medicane, withheld income tax, and
ncnpaymil withholding, deposit the tax for payments in February if
the maoathly rule applies.

Thea: CFM (liont Sulietio 155N 1043-T271) i prejured by MCPA siafl dor the dients of B3 members and other practiionan.
Thae Guslietir camies no offictsl aotharity, and its conlents should nol Be acted epon withou! professional advice. Copynght
£ 2011 By the Aemanican Insiitule ol Certilied Publc Accountants, inc., Nevw ork, N 10006-8775. Prining in fha LLSA
Sidngy Fess, DA, D, Bler For AN cunstoimess serce call (I 7772077 or vist wewer ey com:
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Special Supplement on the 2010 Tax Act

The newly passed and signed 2010 Tax Act, formally named the Tax Relief, Unemployment Insurance
Reaurhorizarion, and Job Crearion Act of 2010, includes several provisions that will affect taxpayers. You can expect
detailed arvicles on this new law in the next issue of the CPA Client Bullesin, This special supplement highlighes the
legislarion’s key points for your informarion now.

Major Provisions
The mew Law
B postpones the sunset of the 2001 and 2003 tax cwrs;
reduces the estate rax;
extends unemployment benehes;

includes an alrernarive minimum vax (AMT) paech;

conrinues through 2012 the lower capital gains tax rate introduced by the Jobs and Growth Tax Relief
Reconciliarion Ace of 2003; and

B extends for two years the repeal of the itemized deducrion phase-our and the personal exemprion phase-our.

Provisions That May Affect You
Estate Tax

The Act temporarily reinstates the estate tax, with an estate tax rare of 35% and an estaze rax exemprion of $5 million
I:mj_il.u.t:d for inflation after 201 1},

Payroll Tax

For 2011, the Act reduces the rate for the Social Security portion of payrall taxes to 10.4% by reducing the employee
rate from 6.2% to 4.2%. The employer’s portion remains 6.2%.

Family

The Act extends several expired or expiring provisions affecring Families, including the following:

B The increased standard deduction for married raxpayers fling jointly, which is scheduled to expire afrer 2010,

continues for two years.

B The 51,000 child rax credic amoune conrinues for ewo years mstead of reverting oo 5000,

The increased SLAFTING and ::I:uii::g poines For the earned tncome credit condnues for rwvo years.

B The 53,000 amount for che child and dn:pn:m:'rnr care credic, which was scheduled o revere vo 82,400 after 2010,
CONTINELES F("f W0 Jears.

B The American Opportunity Tax Credit continues for rwo years.
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The Act also makes adjustments 1o the gift exclusion and generation-skipping transfer (GST) tax that will affect amily
?L‘inﬁ:
B The federal gife rax exemption is increased o 35 million for 2011 and 2012, up from $1 million in 2000

B The GST tax exemptions are set at $5 million for 2011 and 2012, The exemprion limir is scheduled ro drop o
$1 million beginning in 2013,

Business

The Act extends che 100% bonus d-nprvrrin.ticln For Biiginess property .:.-;'quired alfeer .";-tt'rﬂl'ﬂhﬁ g, 2010, before IJ'-II1-I-1.1-I'}-"
1, 2012, and placed in service before January 1, 2012 {or before January 1, 2013, in the case of certain property). It also
sets the expensing limitation under IRC §179 ar $125,000 and the phase-our threshold amount ar $500,000 for 2012,
The Act then reduces these amounts to $25,000 and $200,000 for rax years beginning afrer 2012

The remporary 100% exclusion of gain from the sale of certain small business seock under TRC §1202, enacted by
the Small Business Jobs Act of 2010, is extended through 201 1.

AMT
The Act includes an AMT parch for 2010 and 2011.
B For 2010, the AMT exemption amounts will be $47.450 for unmarried individuals and $72,450 for marricd
individnals l'-||:ing_i1.'-i:|:!|:.'.
B For 2011, the amounts will be 348,450 and 574,450, respecrively.

Meedless to say, the 2010 Tax Ace is still very new. It is only juse being analyzed by professional advisers. The law is
potentially subject to modifications by technical correction acts. In addition, provisions of the law may be interpreted
by the Treasury Deparement issuing regulations and by the IRS issuing forms and inscructions.

This material wis compriled by Martin M. Shenkowan, CPA, MBA, PFS, AER |D
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