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Employee Announcements

Runyon Keresteen Ouellette extends a warm welcome to Karen Mirecki, who began working at
RKO in December of 2009 as a Tax Department Assistant.

Congratulations to Jen Conners, a Supervisor at RKO, and her husband Fred on the arrival of their
baby girl, Evelyn Anne.

Congratulations to Ryan Cormier, Senior Accountant at RKO, and his wife Maura on the arrival of
their baby girl, Evelyn Grace.

On March 23, President Obama’s long awaited health
care bill was signed into law, but that was only the beginning of major changes to
come in U.S. health care. This article discusses some of the issues of the new
Healthcare Act from a business perspective.

Early Retirees
Beginning June 21, a new reinsurance program will become effective for busi-
nesses that provide insurance for early retirees. The federal government will re-
imburse 80 percent of the cost of benefits that employers provide to retirees aged
55 through 64. The reimbursement will be based on costs incurred in excess of
$15,000 but less than $90,000. The reinsurance program will end by 2014 or
when the $5 billion set aside for the program is exhausted.

Extended Coverage
Beginning with the 2011 plan year, employer health plans must offer coverage to
adult children of plan participants through age 26. To qualify, the adult child does
not have to be the participant’s dependent, but they cannot be eligible for cover-
age under another health plan. After 2014, the adult child can participate in his or
her parent’s plan even if he or she is eligible for other employer coverage.

Other reforms effective in 2011 include:

Prohibition on lifetime limits; however, restricted annual limits will be allowed;
annual limits are no longer allowed beginning in 2014;

Prohibitions against imposing pre-existing condition limitations will be en-
forced in 2011 for children under age 19 and in 2014 for any participant;

An employer’s plan must satisfy nondiscrimination rules of the Internal Rev-
enue Code, applicable previously only to self-insured plans.

W-2 Reporting
Beginning in 2011, employers will be required to report the value of employee
health care coverage on Form W-2.

Fees on Certain Industries
Pharmaceutical companies and health insurance companies will be required to
pay certain fees beginning in 2011. These fees will almost certainly be passed
onto consumers. Additionally, beginning in 2011, pharmaceutical companies will
be required to provide a 50 percent discount to Medicare Part D beneficiaries on
brand-name drugs.

The pharmaceutical industry will pay total new fees of $2.5 billion in 2011; $2.8
billion in 2012 and 2013; $3 billion in 2014-2016; $4 billion in 2017; $4.1 billion

continued on page 2
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Where's my Refund?

The links on the web to check the status of your Federal and State of Maine refunds are as follows:

Federal refunds - https://sa1.www4.irs.gov/irfof/lang/en/irfofgetstatus.jsp
State of Maine refunds - https://portal.maine.gov/refundstatus/
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Thinking of Converting to a
Roth IRA in 2010?

Maybe you should be…
Ryan Cormier,

Senior Accountant

In the federal government's Tax In-
crease Prevention and Reconcilia-
tion Act of 2005, the eligibility criteria
for converting to a Roth IRA in 2010
have been changed. Previously, if
your Adjusted Gross Income was
less than $100,000 you were eligible
to convert your traditional IRA to a
Roth IRA (unless you were a mar-
ried taxpayer filing separately). Start-
ing in 2010, the federal government
has changed these rules, allowing
anyone to convert their traditional IRA
to a Roth IRA.

Although not all taxpayers would ben-
efit from conversion; some of those
who would are wealthy persons and
young high-income earners. Also
benefitting would be those who be-
lieve their tax bracket will be the same
or higher in retirement. Note: we are
talking tax brackets and not income,
as no one can be sure how the tax
brackets may change in the future.
Most retirement planning is done
with assumption that tax brackets will
remain consistent throughout our
lives.

What would be some of the advan-
tages of a Roth IRA?  The first is the
ability to withdraw contributions at
any time without penalty.  Earnings
on those contributions can be with-
drawn only after age 59½ without tax
or penalty assuming the taxpayer
has held the account for at least five

years.  Another advantage of the
Roth IRA is the ability to continue
contributing to the Roth IRA after
reaching age 70½, the cut-off for
traditional IRAs. An additional ad-
vantage to converting to a Roth IRA
in 2010 is the ability to defer and
spread income recognition from
conversion over tax years 2011 and
2012.

There are other less obvious rea-
sons why converting to a Roth IRA
could be advantageous. One is that
any retirement account is now eli-
gible to convert to a Roth IRA in-
cluding 401(k) and 403(b) retire-
ment plans.  Another is that the tax
free status of the Roth IRA can ex-
tend far into the future if a surviving
spouse names a grandchild or
great grandchild as the beneficiary.
An added advantage is that children
can today help their parents pay the
income taxes on the conversion to
a Roth IRA, so at the death of their
parents they can receive the ben-
efits from the Roth IRA income tax
free.  One other less obvious rea-
son is that conversion to a Roth IRA
is completely reversible.  Let's as-
sume you convert to a Roth IRA in
2010 but then decide that you made
a mistake.  As long as you re-char-
acterize your Roth IRA by October
15, 2011 you do not have to pay the
income taxes on the conversion.
This allows taxpayers a "re-do" if
the tax penalty on conversion is too
great.

Tax planning for Roth IRAs can be
tricky, depending on future tax
rates and estimated annual income
after retirement.  Consulting with a
CPA or a financial planning profes-
sional is always a good idea when
it comes to long-term tax planning
decisions.

Federal Data Collection Form
Deadlines

Government organi-
zations and non-
profit organizations
receiving federal
funds may be subject to the audit re-
quirements of the Office of Manage-
ment and Budget (OMB) Circular A-
133.   When applicable, audits must
comply with these requirements and
certain filings must be made with the
Federal Audit Clearinghouse.  Audit
risk under Circular A-133 is estab-
lished in the planning stages of an
audit and depends on a number of
factors, including whether the orga-
nization had prior audit findings.   If
an organization meets the low-risk
criteria, less testing may be neces-
sary as coverage for only 25% of all
federal expenditures for the year is
required.   High risk organizations are
required to have audit coverage over
50% of all federal expenditures for the
year.   Clarification has recently been
made that in order for an organiza-
tion to meet the criteria for low-risk
status in the current year, the prior
two audits must have had timely sub-
missions to the federal audit clear-
inghouse by the due date.   The due
date is 30 days after receipt of the
audit reports, or 9 months after the
organization’s fiscal year end. De-
pending on the Agency, extensions
may no longer be granted.

ERISA Audits
Peter H. Way, Senior Manager

During 2007 the U.S. Department of
Labor adopted significant revisions to
both the compliance and the report-
ing requirements for certain 403(b)
retirement plans.  Such changes are
effective for plan years beginning af-
ter December 31, 2008, and gener-
ally subject ERISA-covered 403(b)
plans to the same Form 5500 report-
ing and audit requirements as 401(k)
plans.

However, recognizing the administra-
tive and financial burden faced by
many employers in bringing their
plans into compliance and undertak-
ing an annual audit, in July of 2009
the Employee Benefits Security Ad-
ministration (EBSA) issued Field As-
sistance Bulletin (FAB) 2009-02.  The
Bulletin provides transitional relief in
regards to certain accounts and con-
tracts entered into prior to January 1,
2009.  Specifically, such items can
be excluded from the plan's annual
reporting and related audit require-
ments - provided that they meet four
specific criteria, as follows:

(1) the contract or account was is-
sued to a current or former em-
ployee before January 1, 2009;

(2) the employer ceased to have any
obligation to make contributions
(including employee salary re-
duction contributions) and in fact
ceased making contributions to
the contract or account before
January 1, 2009;

(3) all of the rights and benefits un-
der the contract or account are
legally enforceable against the
insurer or custodian by the indi-
vidual owner of the contract or
account without any involvement
of the employer; and

(4) the individual owner of the con-
tract or account is fully vested.

Along with alleviating the consider-
able administrative efforts  and finan-

cial hardship associated with the in-
clusion of accounts of prior employ-
ees, the ability to exclude accounts
that meet the above criteria from par-
ticipant counts used to determine the
obligation for a  plan audit will allow
some plans that would otherwise fall
under the annual audit requirement
to instead be considered a "small
plan" and thus avoid the audit alto-
gether. It should be noted that such
relief applies for 2009 plan years only;
the applicability to subsequent year's
awaits future DOL decision making.

Due to considerable uncertainty com-
municated by employers in applying
FAB 2009-02 to their own 403(b)
plans, in February 2010 EBSA re-
sponded with FAB 2010-01. The Bul-
letin attempts to clarify the most com-
mon inquiries related to the transi-
tional relief issued in July 2009.

Thus, each employer offering an
ERISA-covered 403(b) plan is en-
couraged to make sure they are fa-
miliar with the aforementioned Bulle-
tins, and their relevance  to their own
plans.

Health Reform - A Business
Perspective,  continued from page 1

in 2018; and $2.8 billion in 2019 and
thereafter. The health insurance in-
dustry will pay total new fees of $8 bil-
lion for 2014; $11.3 billion for 2015 and
2016; $13.9 billion in 2017; and $14.3
billion for 2018. After that, the fee will
be indexed to the rate of premium
growth.

Employer Responsibilities
After December 31, 2013, applicable
large employers (generally those with
at least 50 full-time employees) will
be required to offer affordable cover-
age to all of their full-time employees.
They will pay a penalty if one of their
employees is certified as having pur-
chased health insurance through a
state exchange and the employee re-
ceives a tax credit or cost-sharing re-
duction.

Employers offering coverage through
an eligible employer-sponsored plan
and paying a portion of the cost will
have to provide vouchers to their em-
ployees that can be applied to the cost
of a health plan with an insurance ex-
change.

Certain small employers might be eli-
gible for a credit if they provide health
coverage to their employees.

It’s too soon to see whether small busi-
ness and the consumer will be in bet-
ter shape as a result of the new law.
But one thing is certain: health care
reform has been a long time in the
making and will be a long time in the
implementation. The provisions are
complex and the economic implica-
tions for business owners (in terms
of health care costs and taxes) are
significant. It is not too early to begin
planning how to best position your
company to respond to changes that
are on the horizon.

Cell Phones in the Office

With personal cell phones being a fact of life for most of us, employers face
issues when dealing with excessive or disruptive cell phone use in the work-
place. Since common courtesy is not always that common, a cell phone
policy is a must.  A policy should outline:

When and under what circumstances personal cell phone calls may be
made or taken
When to switch cell phones off, or to silent mode (meetings for example)
Where cell phone calls should be made or taken, especially in open
work environments

Additionally, when work involves use of equipment or traveling, policies should
be clear about what are considered unsafe and unacceptable practices,
such as use of cell phones while driving.
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