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A common sense approach

Surviving a Bad Tax Haircut

Planning For and Under-
standing Long-Term Care

By Guest Author, Norman M. Golden, EA

Norman is a local Enrolled Agent with an ex-
pertise in the continually-changing field of taxa-
tion. For more information on Norman and his
company, please visit his website at
www.GoldentTax.com, or follow him on Twitter
@NormanMGoldenEA.

It's hard to believe that it is already November
and 2011 is almost over. Tax Season will be here
before we know it, and while we cannot slow
down or stop time, we can do something about
reducing our tax liabilities. Tax evasion is certainly
a big no-no, but tax avoidance is definitely legal.
Learned Hand, the famed federal judge said, “Any
one may so arrange his affairs that his taxes shall
be as low as possible; he is not bound to choose
that pattern which will best pay the Treasury;
there is not even a patriotic duty to increase one's
taxes.”

Confirm that your records are up to date — It is
helpful to use a personal financial program like
Quicken or an electronic spreadsheet like Excel,
even paper and pencil works; anything is better
than the shoebox of unorganized receipts. Here
are just a few things to consider for surviving a bad
“haircut”.

Gains and losses on the sale of securities —
While you are taxed on your net capital gains, your

(Surviving—Continued on page 3)

By Jaclyn Smith

The vast considerations
necessary to determine Medi-
Cal eligibility can often seem
like a daunting world of ques-
tions regarding whether Medi-
Cal is the right thing for an indi-
vidual or family member. At-
tempting to understand the
application process, under-
standing the determinations
Medi-Cal makes when looking
at exempt and non-exempt
assets, and wondering how to
drive through the wall of uncer-
tainty as changes that are immi-
nent can be even more over-
whelming.

On December 6™, 2011, we
will be offering our second
Medi-Cal: Planning for and Un-
derstanding Long-Term Care
workshop this year. This class
will provide an overview on
California’s Medicaid program,
called Medi-Cal, covering eligi-
bility, determination of assets
that are exempt and non-
exempt, proper planning op-
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REFERRALS

Referrals constitute a
majority of our business.
If you have a family
member, friend or co-
worker that needs our
assistance, please feel
free to give them our
number. Rest assured
they will receive the
same ingenuity, integrity,
and common sense ap-
proach that you received.
Referrals are the greatest
compliment we can re-
ceive. Thank you!

Why Every Business, Small or Large, Needs to Protect Trade Secrets

By David Rosenbaum

Is your business really good at
what it does? Does it have dedicated
customers who value the service or
product? Has it earned this customer
goodwill because of unique proc-
esses the business uses? Have you
invested in training your employees
in these processes or have you al-

lowed them to develop strong rela-
tionships with the dedicated custom-
ers? If your answer is yes to these
questions, then you probably have a
trade secret to protect.

A good product or service pro-
vided to a customer creates loyalty.
This loyalty becomes the life of the
business. When an employee leaves,

she takes knowledge with her includ-
ing, in some cases, the knowledge of
what makes your business so special.
A recent example came to me from a
person who had been working in a
copy store. Clients had been coming
to her saying they really liked the
work she did, but were dissatisfied
with the owner and the way he con-

(Why—Continued on page 2)
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ducted business. They encouraged
this employee to go out and open her
own shop. Was the employee al-
lowed to open her own store and call
every customer she had met at the
old store to tell them to come to the
new place?

In another case, the employee
had great relationships with custom-
ers. She had learned how the busi-
ness worked and some of the special
process techniques involved in mak-
ing the end product. The owners of
the business began focusing on differ-
ent aspects and products, and in this
employees mind, were not giving the
proper attention to this side of the
business. Believing that she had built
up the business by her great skills, she
left. She opened up her own business
knowing who all the potential custom-
ers would be and all about the tech-
nology behind the product.

Proper attention to trade secrets
could have protected both of these
businesses from the impending com-
petition.

A trade secret is “information,
including a formula, pattern, compila-
tion, program, device, method, tech-
nique, or process, that: (1) derives
independent economic value, actual
or potential, from not being generally
known to the public or to other per-
sons who can obtain economic value
from its disclosure or use, and (2) is
the subject of efforts that are reason-
able under the circumstances to
maintain its secrecy. It need not be in
writing but may be in the employee's
memory. There is no time limit on a
trade secret's protection, but it is ex-
tinguished when disclosed publicly or
to persons who are under no obliga-
tion to protect its confidentiality.

Under California law, everything
that an employee acquires by virtue
of his or her employment (other than
compensation for services) belongs to
the employer whether acquired law-
fully or unlawfully, or during or after
the expiration of the term of his em-
ployment. This includes trade secrets.

Examples of trade secrets in-
clude: a confidential list of customers

because its disclosure would allow a
competitor to solicit more selectively
and more effectively; information
related to cost and pricing, marketing
strategy and manufacturing, as well as
market research if it relates to needs
of numerous and diverse buyers,
rather than a single customer; a com-
pany's “project binders” for proposed
projects (containing plans and meas-
urements, detailed cost estimates,
subcontractor bids, etc.) when the
information is not generally known by
competitors in the business.

Reasonable steps to protect con-
fidentiality may include: securely stor-
ing the information through the use
of password protect or locked file
cabinets, restricting access to the in-
formation to only those that need to
know, using confidentiality or non
disclosure provisions in employment
contracts and/or handbooks.

Remember, your trade secrets
are the life blood of your business.
They are the “value added” compo-
nent which makes you better than
others. Take steps to protect, or one

Medi-Cal: Planning For and Understanding Long-Term Care

(Med-Cal—Continued from page 1)

tions and techniques to provide guid-
ance as to whether one can qualify
for Medi-Cal and how to approach the
overwhelming considerations of
whether Medi-Cal nursing home care
should be considered for you, a family
member, a parent or spouse. By the
time a person considers what type of
care is needed, it may be difficult to
obtain Long-Term Care Insurance or
pay the premiums required for Long-
Term Care coverage. Alternatively,
private pay may not be an option as

the rising cost of nursing home care
increases every year. In today’s soci-
ety, more and more people may be
leaning on the resources available
through California’s Medi-Cal program,
and deciding whether this program can
provide for long-term care needs.

The planning involved when a de-
termination is made that an individual,
parent, spouse or family member
would like to obtain the services Medi-
Cal can provide is whether that individ-
ual wants to protect and preserve their
assets while still qualifying for Medi-
Cal benefits. Often times, this is espe-

cially important to married couples
who are unable to qualify for Long-
Term Care insurance or who are un-
able to pay premiums for such cover-
age.

If you are looking to obtain a bet-
ter understanding in this area, or may
be considering Medi-Cal nursing
home care for you, a family member,
a parent or spouse, we invite you to
join us for our workshop!
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(Surviving—Continued from page 1)

net capital losses are limited. The
deduction of net losses is limited to
no more than $3,000 in any one year;
the remainder can be carried over to
the next year. Capital losses, either
carried over from 2009 or realized in
2010, can be offset by capital gains.
So, if you have realized a large capital
gain in 2010, consider selling other
capital assets that have unrealized
losses and use them to offset the
gains.

Medical expenses — Two limita-
tions apply for deducting medical
expenses. First, you must itemize
your deductions, and, second, your
deduction is the amount that your
total medical expenses exceed 7.5%
of your Adjusted Gross Income (AGI
is line 37 of Form 1040). For exam-
ple, if your AGl is $100,000 the 7.5%

“haircut” is $7,500, so you will not
have a medical deduction until you
have at least $7,501 in deductible
medical expenses. Many people do
not deduct medical expenses be-
cause either their Standard Deduc-
tion is greater than their itemized
deductions or their medical is less
than the haircut. If you're in that
situation , consider “bunching” your
medical expenses. For example,
take a couple with a 14-year old son
who needs braces now, and a 12-
year old daughter who will need
braces next year. Their AGl is
$100,000, their year-to-date medical
expenses are $2,000 and the ortho-
dontist has quoted $3,500 for each
child. If you have the son’s work
done now, you will have $5,500 in
deductible medical expenses, but no
deduction because $5,500 is less
than their haircut. However, if it
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makes medical sense also to have
your daughter’s work done before
the end of the year, the deductible
medical expenses will be $9,000
which result in a $1,500 deduction.

Miscellaneous Itemized Deduc-
tions — The most common of these
expenses are unreimbursed em-
ployee expenses, fees for tax prepa-
ration and tax advice, safe deposit
box fees and investment fees. These
expenses are subject to a 2% haircut,
so use the same approach towards
medical expenses.

The best approach to tax, and
especially, year end, planning, is to
have a copy of your last tax return,
up-to-date records, and an idea of
what next year might look like.
Things don’t always work as planned,
but at least you can attempt to mini-
mize the tax impact of a bad haircut.

Why Every Business, Small or Large, Needs to Protect Trade Secrets

day you will see a past employee
taking away your business.

If you have questions on what
may be your trade secrets, how to

Upcoming Events
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take steps to protect them, or have
an employee who has left your com-
pany and is using your hard work, call
our office.

MEDI-CAL: PLANNING FOR AND
UNDERSTANDING LONG-TERM CARE
Tuesday, December 6, 2011

9:00 to 11:00AM and 3:00 to
5:00PM

2070 Pioneer Court, San Mateo

This free workshop will provide
an overview on Medi-Cal and will
highlight issues pertaining to exempt
and non-exempt assets, eligibility
and planning for the needs of long
term care.

ANNUAL TOY AND FOOD DRIVE

November 7th—December 15th
2070 Pioneer Court, San Mateo

San Mateo County Trial Lawyers
Assoc. and Samaritan House have
come together for LAWYERS WITH-
OUT SIDES for their annual drive to
collect your non-perishable food
items and unwrapped toys for chil-
dren. Please donate today!

COMING IN JANUARY 2012
Shredding Party for Our Mainte-
nance Members
Date To Be Determined
2070 Pioneer Court, San Mateo

We invite our Maintenance Pro-
gram members to bring their old tax
returns, ancient records and bills to
our office. An invitation will be sent
to you in December.




Shredding Party for Maintenance Members

Coming in January 2012

Maintenance Members, clean
out your garage and make a paper
donation to charity. McDowall Cotter
invites our Maintenance Program
Members to participate in a New
Year’s Shredding Party. Bring those
old tax returns, ancient records and
bills to our office (limit is 5 banker
boxes). Goodwill will be here to pick
up your to-be shredded material.
Goodwill Shredding Services is AAA-
NAID certified, HIPAA/FACTA compli-
ant, and will provide a certificate of
destruction for shredded documents.
A Shredding Party invitation will be
sent to our Maintenance members in
December- watch for yours!

A Common Sense Approach to the Practice of Law

McDowall Cotter has served clients in the greater San Fran-
cisco Bay Area for more than half a century. In that time, we have
established a reputation, in the courts and in the community, for
ingenuity, integrity, and a common-sense approach to the practice
of law.

It has been said that in some ways we are an old-fashioned
law firm. We believe in civility, value long-term relationships, culti-
vate a healthy work environment, and provide the highest quality
legal representation in matters large and small. And we agree —
we are old-fashioned, but then again we’ve been old-fashioned
for more than fifty years and still somehow we remain ahead of
our time.

Our services include:

eDefending Businesses and eTrust Contests
Individuals in Civil Law-

. eTrustee Challenges

suits

eEstate and Trust Planning *Employer/Employee Relations

oTrust Administration ePersonal Injury Lawsuits

eProbate ePartition Actions

eConstruction—Mechanic’s

o\Will Contests Liens

eTrademark Applications
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2070 Pioneer Ct.
San Mateo, CA 94403
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Phone: 650-572-7933
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