Continued from page | — Cafeteria Plan

Amend by December 31, 2010

If your cafeteria plan allows for the pay-
ment of health insurance premiums or has
a health flexible spending arrangement, you
may need to amend the plan to allow for
insurance premiums for dependent cover-
age for children until they reach age 26.
Cafeteria plans with health FSA's need to
allow for reimbursement of expenses for
covered dependent children under age 27.

Amend by June 30, 201 |

Your cafeteria plan must not allow for re-
imbursement of nonprescribed drugs.
Debit cards may not be used for payment

of nonprescription drugs.
Questions!? Ellen Yellin 504.831.4949

Continued from page 2— Paperless Changes | —

However, if you do not receive a letter
you can enroll online and you should re-
ceive your PIN by mail in
seven business days. You |
will be instructed to call
[-800-982-3526 to get
your temporary pass-
word and then you will
then be able to login to

www.eftps.gov to make
your payment.

For more informationon &

Bourgeois Bennett

-BENEFIT PROJECTION

EFTPS, go to www.eftps.gov , call I-ébO-
555-4477 or call Debi LaJaunie in our
Metairie office.

THE PROFESSIONALS AT BOURGEOIS BENNETT ARE HAPPY TO DISCUSS TAXES AND
TAX PLANNING, PERSONAL & BUSINESS FINANCIAL HEALTH, INFORMATION TECHNOL-

OGY AND OTHER TOPICS WITH ORGANIZATIONS. IF YOU NEED A SPEAKER, PLEASE
CONTACT BEV NICHOLS OR ELLEN YELLIN AT 504.831.4949.
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Cafeteria Plan Update

Recent changes in the law may require
amendments to your cafeteria plan. A cafe-
teria plan is a written plan that allows em-
ployees to choose between receiving tax-
able compensation or a qualified benefit
which is excluded from taxable income.
Qualified benefits include payments for cov-
erage under an accident or health plan as
well as health flexible spending arrange-
ments (health FSA's) for medical expenses.

NEW: Generally, health plans that pro-
vide dependent coverage of children
must continue to make this coverage
available to adult children until they
turn age 26. The rules apply to plan
years beginning on or after September
23, 2010.

Normally a child under age 27 may not
qualify as a dependent for income tax pur-
poses; thus medical insurance coverage
would be taxable to the employee. The IRS
has clarified that children under age 27 are
considered to be dependents for purposes
of medical insurance and for health FSA's.
Effective March 30, 2010, both coverage
under an employer-provided accident or
health plan and amounts paid or reimbursed
under such a plan for medical care expenses
of an employee's child who has not attained
age 27 as of the end of the taxable year are
excluded from the employee's gross in-

CPAs | Consultants
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NEW: Currently cafeteria plans with
health FSA's can reimburse participants
for medical expenses which, if not reim-
bursed, would qualify as deductible
medical itemized deductions.

In addition, certain non- g r
prescription or over-the-
counter drugs (OTC)
can be reimbursed as
long as they are not
merely beneficial to the
employee's general
health, i.e. vitamins.

B

Effective for expenses
incurred after December 31, 2010, cafe-
teria plan reimbursements are limited to
prescribed drugs or insulin. Whether a
drug is a prescribed drug is determined
without regard to whether the drug is avail-
able without a prescription. Thus, if a phy-
sician prescribes an OTC drug, the cafeteria
plan can reimburse the employee for the
cost. The change only affects medicine or
drugs. Amounts paid for nonprescription
equipment or supplies such as wheelchairs,
blood sugar test kits, physicians, hospitals,
lab work, etc. continue to be reimburs-
able. The same rules apply to medical ex-
pense reimbursements from Health Savings
Accounts (HSA's) and Archer MSA's.

Currently participants in a cafeteria plan
with a health FSA can use debit cards to pay

=y come. for OTC drug expenses. Such debit cards
may not be used to purchase OTC medi-

o cines or drugs as of January |5, 2011. Be-
WINTER 2010 fore reimbursement may be made for OTC

drug purchases on or after January 16,
201 1, the participant must provide a copy of
the prescription or other documentation
that a prescription has been issued. Partici-
pants may continue to use debit cards for
Metairie  504.831.4949 Houma 985.868.0139 Thibodaux  985.447.5243 North Shore 985.246.3022 bourgeoisbennett.com medical expenses other than OTC drugs.

4 continued on page 4

CAFETERIA PLAN CHANGES

EFTPS REQUIREMENTS FOR 201 |
RETIREMENT PLAN REMINDERS

TIME TO CONVERT TO A ROTH IRA?
MEET THE BB BENEFITS DIVISION

PLAN AND RETIREMENT CONSULTING AUDITED FINANCIAL STATEMENTS PENSION & EMPLOYEE BENEFIT PLANS PLAN DESIGN &
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More Paperless Changes

For most filers, no more tax deposits by paper
coupon (From 8109B) will be allowed after De-
cember 31, 2010. The Electronic Federal Tax
Payment System (EFTPS), which is a free service,
must be used. This change is proposed as of
now, but IRS expects it to become law for 201 I.

WHAT Is GOoD ABOUT THIS?

All federal taxes can be paid using EFTPS which
uses the highest level of security available online.
You can make payments via the website, a voice
response system, or special channels designed
for tax professionals, payroll services, and finan-
cial institutions. Deposits can be made online
with a computer or by telephone 24 hours a
day, 7 days a week. The process should signifi-
cantly reduce payment-related errors that could
result in a penalty. Taxpayers may schedule
dates to make payments even when they are out
of town when a payment is due.

RETIREMENT PLAN REMINDERS:
Compensation Limit: ~ $245,000
401 (k) Limit: $16,500
Catch-up: $5,500
(age 50 or older)

EFTPS business users can schedule payments up
to 120 days in advance of the desired payment
date.

Is THERE A DOWNSIDE?

Once this change takes effect, your business will
be required to make deposits electronically and
may be charged a 10% penalty for each non-
electronic deposit. Exception: small businesses
with a federal tax liability of less than $2,500 per
quarter still have the option of paper filing. To
determine whether a check-with-return option
is available to you, you can call the IRS at 1-800-
830-5215 or check with us.

WATCH FOR THiISs!
EFTPS has pre-enrolled businesses in advance of
the proposed January |, 2011 changeover date.
You should receive a letter with your PIN and
how to activate your enrollment.

continued on page 4

Annual Additions Limit: Limited to the lesser of $49,000 or 100% of the participant’s compensa-

tion.

Forfeitures: Whether your plan reallocates forfeitures, uses them to reduce employer contribu-
tions, or applies them toward plan expenses, there should be no unallocated forfeitures remaining at
year end. Check your document on how forfeitures are used in your plan.

Fidelity Bond: The bond must cover at least 10% of the plan’s assets, minimum of $1,000 and maxi-

mum of $500,000.

Safe Harbor 401 (k) Plan Notices: Should be distributed by December |st each year.

70 /2 Required Minimum Distributions: You may have waived the 2009 RMD but 2010 must be

withdrawn by December 31, 2010.

Plan Amendment: The Worker, Retiree, and Employer Recovery Act of 2008 (WRERA) permit-
ted defined contribution plans to eliminate the required minimum distributions (RMD) payments for
2009. If a plan sponsor chose to change its normal procedure for 2009, the plan must be amended to
reflect that procedure by the last day of the 201 | plan year.
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Roth Conversion - Now or Later!

Changes in 2010 have allowed anyone to convert a regular IRA to a Roth IRA regardless of
level of income. The general Roth rules do not permit regular contributions to a Roth IRA if
one's AGI exceeds certain limits - $176,000 for joint returns and $120,000 for single returns.
Beginning in 2010, the income limits were removed for the act of conversion. The conversion
from a regular IRA to a Roth IRA is a taxable event. The amount is taxed at your ordinary
income tax rate in the year of conversion. However, once converted to the Roth and held for
at least five years, all withdrawals are tax free, including the earnings in the account.

WHY CONVERT? Some good reasons to convert would be - a low tax rate year, a very young
person with a long time to retirement age, an estate planning tool to push the funds tax free
to heirs, non-deductible IRA accounts and likely several others. This new law is not just for
2010 so you can consider doing this in 201 | or future years.

WHY MAY IT BE BENEFICIAL TO DO IT IN 2010? Only for 2010, one is given an option to
defer the taxation of the conversion to 201 | and 2012. Since the tax rate structure is to be
extended, the option is more attractive.

IF YOU ARE INTERESTED IN A ROTH CONVERSION FOR 2010 OR LATER,
PLEASE CALL BEV NICHOLS OR ELLEN YELLIN IN METAIRIE TO DISCUSS

WHETHER A CONVERSION IS RIGHT FOR YOU.

Bourgeois Bennett Employee Services Division

BEV NICHOLS is Director of Employee Benefits Services.
Admitted to the membership in 1981, she has extensive
experience with the accounting and income tax issues of
individuals, partnerships and professional corporations. An
area of expertise is deferred compensation and employee
benefit plans. Money Magazine has selected Bev as one of
the outstanding tax advisors in the country.

ELLEN YELLIN is a Tax and Employee Benefits Director.
She specializes in working with clients from the retail and
wholesale industries as well as medical and legal profes-
sions. She advises clients on tax, retirement planning and
employee benefit planning.

e | Y ,!' DEBI LAJAUNIE is a Manager in the Pension Department.
Seated L to R: Ellen Yellin, Bev Nichols With over 20 years experience, her specialization is

Standing L to R: Marion Schroder, Debi LaJaunie £y pjoyee  Pension and Welfare Benefit Plans. She pro-
vides administration and consulting services to a broad range of plan complexity and client indus-
tries and professional firms.

MARION SCHRODER is a Pension Specialist . She has over || years of employee benefit experi-
ence and is active in the pension community.
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