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-Dear Friends and Clients,
Happy NewnY'ea_r and Welcome to_ the 2011 Tax Season!

I"vé enclosed our standard enngagement letter along with a firx organizer packet both of which are an important part
of preparing your 2010 personal fax returns. The engagement letter is an agreement which simply confirms the

arrangements and responsibilities involved in preparing your tax returns. The engagement letter also outlmes our fee
schedule and informs you that our minimum individual tax preparatlon fee is $325

The tax organlzer booklet is meant fo asmst you in gathering the approprlate mformanon necessaly ‘to.prepare
complete and accurate tax retirns. From an economical viewpoint, a compléted organlzer will enable us to compile
and review the tax return in a moré efficient manner, and thus minimize the cost of preparing your refurns. In
response to increased TRS regulation and hefly. fines imposed on tax preparers, we have implemented a policy
whereby wé must receive your s:gnature(s) on the organizer packet { pageé 2).and the engagement letter in
order to process your tax return. In addmon we-are requn:ed to ask you all of the questions in the organizer and
need to make sure that you dddress any relevant questions. Please note that the organjzet may contain pages which
do not: apply to your situation, but please be sure to complete Forms 3 and 4 of the organizer; which contain peraonal
information and the, electronic filing mfomlanon Dug to new documentation requirements for charitable
. contributions, Form 15 must be. completed and returned with your organizer package Please be adVlsed that
we cannot mclude your donatlons wnthout thls form ) - o

Under Massachusetts law, most resuients age 18 and.over are reqmred to have health insurance, if it is affordable to
them. Residents who have access to-affordable coverage but do not obtain the coverage may face state tax penalties.
Re51de11ts and certain part-year residents must file: Schedule HC, Health Care Information with their Massachusetts
tax return. Failuré to-complete this form will result in a delay in the processing of the return. The Massachusetis
-Imformation (Page 2 of 2) form of the organizer must be completed and returnéd to us in order to process
your Massachusetts tax return. Also, again we’ve added a page to the organizer for Massachusetts residents that
address the commuter deduetlon

We have also included a mandatog worksheet for any use tax that you may owe for out-of-state and onhne
purchases that would normally be subject to Massachusetts Sales Tax. We must have your written reply for the sales
tax option applicable to your situation before we can prépare your Massachusetts return. If the sales and use tax
worksheet is not completed, we will use the safe harbor method for calculating the out—of-state use tax. The
“organizer contains more deta11 on these Massachusetts topics.
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You may be able to take the First-Time Homebuyer Credit if you bought a primary residence and you (and your
spouse if ma;rned) did not own any other primary residence during the 3-year period ending on the date you bought
the home. You must meet the required deadlines to be eligible to claim the credit. You must have boughtt or entered
into & binding contract to buy a principal residence on or before Apr11 30, 2010, If you entered info a binding

" centact by April 30, 2010, you mtist have closed on the home on or ‘before September 30, 2010. The credit generally
is 10% of the purchase price of the home but is limited to $8,000 (84,000 if married filing separately).

- If you do not qualify as a first-fime homebuyer, you may be eligible for areduced credit, if you entered into a
binding c¢ontract to bity a primary re51de11ce on or before April 30, 2010 and closed the sale on or before
September 30, 2010.

If this credit applies to you, you must prcwlde a copy of your HUD settlement statement with your organizer package
in grder for us to calculate the credit.

Inf 2009, the Residential Energy Property Cred1t retu.rned and mcreased the credit rate to 30% of the cost of alt
qualifying improvements and raises the maximum credit limit to $1,500 for unprovements placed in service in 2009
and 2010. The credit applies to- improvements such as adding insulation, energy~efﬁ01ent exterior windows.and -
energy-efﬁcaent héating and air conditioning systems.. Note: the maximum credit is $1,500 for the years 2009 and
2010 in total. The credit may also apply to the purchase of qualified solar property such as solr eleclric and solar
‘water heating property, with no limitation on the credit amount.: Please prov1de coples of ifivoices and qualified
manufacturers’ statements of energy efﬁcwncy :

. For the tax year 2010 the mlleage rate for business use of vehicles was 50 cents per nnle ‘medical and move—related
mileage was 16.5 cents per mile and 14 cents per: mile for service provided to charitable organizations. Ifyou are

" ellglble to deduct mileage, you must prov1de us with. your total mileage information, including busmess,
commutmg, persenal miedical and move- related and charitable mlleage

We are required to electronicaily file all md1v1dual tax refurns, unless you specﬁica,lly state in writing that you do not -
want to electronically file your, retirn.  Therefore, if you are strongly opposed to fihng eléctronically, please be sure
~ toindicate your choice on the enclosed engagement letter, then sign and retirn the eéngagement letter with your tax
information. As a reminder, if you file your tax returns electromcally, it does not mean that you must also pay .
your taxes electronically.

On the positive side, with electronic filing, if youare due a refund, yon 1l get Iyour meney much quicker. Also, the
IRS has reported less errors on input and therefore, less erroneous notices when electronic filing is used. Our Firm
will be responsible for tracking each and every | tax return and managing the electronic filing process,

Please bear in mind that it is not necessary to transfer the numbers from your forms 1099, W-2 and K-1 onto the
organizer; in fact, we enter that type of data directly from the actual tax forms. You should attach all form 1099s,
W-2s, K-1 forms, excel spreadsheets and/or Quicken/QuickBooks (or other similar) reports to the organizer. These
documents; if attached to or referenced in the orgamzer will be incorporated by reference into our engagement. '
Please make sure that the organizer reflects your most recent address and contact information, correct social secufity
number(s) and date(s) of birth. With electronic filing, we are required to input and review complete W-2 and 1099
information, including the employer/payer identification numbers prior to electronically filing the tax return. Please
be sure to submit all original W-2 and 1099 forms to us.

Once you have gathered your-tax information, please call for an appointment or if you feel that an appointment is
unnecessary, simply mail your tax information with the signed engagement letter and the signed organizer to our
office and be sure to in¢lude a telephone number or e-mail address where you can be reached. Our policy is to
process all tax returns in the order that they are received, so if you have a specific deadling or other time constraint,
please advise us as early as possible.
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Taryn Delancy, our Administrative Assistant,; will be coordinating the tax appointment calendar. Taryn can be
reached at extension 10 or by e-mail at Taryn@smithsullivancpa.com. Unless otherwise requested, Taryn will be
scheduling appointments in one-hour time blocks, so if you have a particularly complicated tax return, please be sure
to et her know to block off additional time. We’ll be scheduling evening appointments on Mondays through
Thursdays beginning on February 7, 2011 and Saturday appointments beginning with February 12, 2011, if you
have deadlines imposed by college financial aid applications, please contact us immediately to schedule an early
appointment. Please note that due to the corporate tax deadline of March 15, 201 1, we will not be able to schedule
individual tax appointments between March 7 - 12, 2011.

Following the late December’s tax law changes, the Internal Revenue Service announced that the upcoming tax
season will start.on time for most people, but taxpayers affected by three recently reinstated deductions need to wait
until mid- to late Fébruary to file their individual tax returns. In addition, taxpayers who itemize deductions on Form
1040 Schedule A will need to wait until mid- to late February to file as well. The filing delay does not mean that we

-can’t have your returns entered, reviewed and ready to upload. We can be ready to transmit the returns and once. the
IRS revises and releases the forms and sofiware on its end, we will transmit, So, please do not allow the IRS delay
to deter you from sending us your documentation or from setting tp your tax appointment.

Taxpayers will need fo Wait to file if they are within .any of the following three oateg'ories:
. Taxpayers cloim_ihg itemized-*deductios on Schedule A

« ' Taxpayers claiming the Higher Educatlon Tuition and Fees Deduction, This deduction for parents
and students , covering up to $4,000 of tuition and fees paid to a post—secondary institution, is’
claimed on Eorm 8917. However, the IRS emphasized that there will be no delays for millions of
parents and students who ¢laim other education credfts including the American Opportunity Tax
Credlt and Lafetlme Leammg Credit.

. Taxpayers claiming the Educator Expense Deduc’aon This deduction is for kindergatten through '
grade 12 educators with out-of-pocket classroom expenses of up 10'$250. The educator expense
_ deduction is clalrned on Form 1040, Line 23, and Form IO40A Line 16,

Each year, as we approach the end of tax season, with only one or two weeks to go, we receive a staggermg amount
of tax returns to process, and while we scramble to accommodate all of our clients, we find it nearly impossible to
accommodate everyone. Please understand that we will make every effort to complete each and every tax retrn;
however, we cannot miake guarantees for returns received after March 31, 2011, which is also the last day we can
schedule appointments.

We're working very hard to stréamline our tax preparation services to minimize the turn-around time and we
appreciate your patience. Our goal is to work together as a team and to provide you with professional, yet cost
efféctive, tax preparation and consultation. We’d like to thank you for your business and your referrals, and we look
forward to hearing from you soon. :

%J/ﬁvﬁ

Linda M. Smith, CPA
Managing Partner



