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Survive A

enwe hear thewords* disaster,”
we commonly think about
earthquakes, fires, andfloods. But,

asdemonstrated by the power blackout that
occurred over alarge part of the U.S. this
past August, “ disasters’ can comein several
other formsaswall.

When disasters happen, they
can destroy buildings,
equipment, and hard-
to-replace data, in
addition to harming
employees. They can
disrupt businesses in
morewaysthan onecan
count. It can take weeks
and sometimes
months— for abusiness
to resume operations after
a disaster. Some never
recover.
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You can't predict when adisaster may strike
your business. However, you can certainly
prepare for one. Disaster planning can
minimize the potential damage and may
protect you and your employeesfrom harm.
Knowing what to doif adisaster strikesis
half the battle. Wise businessownersdraw
up disaster plansand updatethem regularly.
They consult with expertsand draw on the
lessons |earned from the past. They cross
each “t” and dot each “i” by designating
alternate business sites, arranging for the
preservation of critical information, and
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ensuring that the business’ insurance coverage
isaufficient.

DrawingUp aDisaster Plan

Aslong asyou haveabusinessto protect, itis

never too lateto deviseadisaster plan. If you

do not already have aplan for your business,
now isavery good timeto start one.

How do you put together
adisaster plan?You can
begin by forming a
planning committee
consisting of managers
and key employees and
assigning that committee
the task of crafting and
implementing adisaster
planfor your busness. Give
committee members the
opportunity to attend seminarsand teketraining
coursesrelated to disaster planning. And, if the
need arises, givethemtheability tobringina
professional who can help guidethemintheir
efforts.

If your disaster planistohaveany valueat dl, it
must, a thevery least, outlinein detail al of the
steps managers and employeesneed to takeif
disaster hits. Themaingod isto haveablueprint
for getting your businessback up and running as
soonaspossible.

(Continued on pg.2)
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An effective and workabl e disaster plan should also cover
personnel safety and, inthe event of aworst case scenario,
management succession.

Personnel Safety and M anagement Succession

Aneffectivedisager planshould clearly identify anevacuation
route as well as safety areas for employees. Specific
individuals should be responsible for confirming that all
employees have reached the designated safety areas. The
plan aso should outline achain of command, indicating the
responsibilities and duties assigned to each manager or
employeeduring adisaster.

Animportant feature of the planisto havereadily available
alist of emergency phone numbers— hospitalsand other
emergency carefacilities, fireand police departments, and
thecompany’ slawyersand accountants. Be suretoinclude
the home phone numbers of employees and the names of
family memberswho can be contacted in an emergency.

Ensuring management continuity after adisaster should aso
beatop priority. Procedures should be established that set
forth theresponsibilitiesand duties of each member of the
management team in the days and weeks after adisaster.

The procedures should clearly definealine of succession
and giveingtructionson how changesand other information
should be communicated to employees, customers, vendors,
and professiona advisors. Creating and implementing these
procedureswill hel p keep your business operationa during
avery difficulttime.

AlternateBusinessFacilities

Getting your businessrestored after adisaster ismuch easier
if you storevital backed-up dataat an off-gtelocation. You'll
need to beableto access customer and vendor lists, accounts
recalvablerecords, and other critical dataif you aretoresume
operationsquickly.

Makesureyou identify and classify corporatedataaccording
toitsimportance and begin to back it up and storeit off-site
assoonaspossible.

It may beworthwhileto look into alternate business sites
(essentidly facilitieswith computers, work areas, and phones)
that you can utilizewhen necessary. If adisaster strikesthat
destroysyour mainfacilities or makesthem unusablefor a

period of time, you then can moveyour personnel tothedternate
Ste, at least temporarily.

| nsur ance Cover age Review

Aspart of your planning, review your businessinsurancepolicies
to identify any potential shortfalls in coverage. Business
interruptioninsurance— which compensatesabusinessfor the
lossof operatingincomewhen normal operationsare disrupted
by disaster — isakey component in businessinsurance planning.
Takethetimeto periodicaly re-examineyour business liability,
fire, vehicle, and property insurance. Keep copiesof all your
policiesat an off-gtelocation.

Don'’t Let Your Plan Sagnate

Onceprepared, your disaster planisaliving document. It needs
to bereviewed and, if needed, revised on aregular basis. Your
businessischangingdl thetime. It makes sensethat your disaster
plan should reflect those changes.

Making surethe businesshasan effectivedisaster plan should be
near the top of an owner’s or manager’sto-do list. Should a
disaster strike, youwill bethankful you took thetimeto develop
and update your disaster plan.

New Business Tax Breaks Offer
Big Advantages

Owning abusiness— whether itisincorporated or not— has
several advantages from atax perspective. And the tax law
enacted earlier thisyear has added to those advantages.

Under the Jobs and Growth Tax Relief Reconciliation Act of
2003, busnessesaregiven additiona incentivestoinvestinnew
equipment and other depreciable assets. The new law:

*  Providesbusinesseswith anannua write-off of asmuch as
$100,000 (up from $25,000) of the cost of qudifying assets,
rather than re-quiring those assetsto be depreciated over
time

* Expandsand modifiesthe bonusfirst-year depreciation
rules. Now, 50% of the cost of qualifying new assetscan
be claimed asadditiona depreciationintheyear theassets
areplacedinservice.

Thetwo provisionscan beused aloneor intandemto allow a
businesstoreinvestinitself while generating additional cash
flow through lower tax hills.



Annual Expensing Election

Theexpensing dection, caledthe” Section 179 dection,” now allowsa
businessto deduct up to $100,000 of the cost of quaifying depreciable
property placedin serviceduring thetax year.

Example: If your businessbuys equipment for $100,000in 2003 and
meetsthe law’srequirements, you may deduct the full $100,000 cost
on your business' 2003 federal tax return, instead of claiming
depreciation deductionsover severd years. For abusinessinthe 35%
tax bracket, thismeansthat $35,000 of the cost of that equipment s, in
effect, picked up by Uncle Samthisyear.

Of course, somerequirements must be met.
e Theamount that can beexpensed cannot exceed thebusiness annud
taxableincomefrom an activetrade or business.

* Oncethetotal amount of qualifying asset purchasesfor theyear
exceeds $400,000, the $100,000 expensing limit isreduced dollar
for dollar. (Thislimit was$200,000 under prior law.) Thus, if your
busi ness spends $500,000 or more on qualifying assetsduring the
year, no Section 179 electionisavailable.

Thenew expensing limitisin effect for the 2003, 2004, and 2005 tax
years. Afterward, the expensing el ection rulesgo back to theway they
were prior to the new law.

BonusFirst-year Depreciation

In 2002, atax law provided for bonusfirst-year depreciation asaway
to help businessesretool during the recession of the early 2000s. The
2003 law expanded the bonus depreciation provisions.

Under thenew law, businessesmay clamadditiond first-year depreciation
equal to 50% of the adjusted basis (essentially, the cost) of qualified
property. Ingenerd, the property must be depreciable under themodified
accelerated cost recovery system (MACRS) and must havearecovery
period of 20 yearsor less. Most business equipment, etc., fallswithin
that definition. Other qudifying assetsinclude certain computer software
and leasehold improvements. The original use of the property must
commence with thetaxpayer, and the property must be acquired and
placedin serviceafter May 5, 2003, and before January 1, 2005. Other
requirementsand exceptionsapply.

Example: Supposeyour businessbuysadelivery truck for $50,000in
2004. Thenormd firgt-year depreciationfor thetruck would be $10,000.
If your businessquaifiesfor thebonus50% first-year depreciation, you
may claim $25,000 of bonusdepreciation. Ontop of that, your business
may claimregular first-year depreciation for the remaining 50% of the
cost of the truck, or another $5,000. Total first-year depreciation:
$30,000.

A Tandem Benefit

Asmentioned, abus nesscan use both of the new provisionsduring the
year for itsasset purchases. Using these new tax beaksin tandem can
resultinsignificant tax savings. (Continued on Pg. 4)

Staff News

DianaBranthoover, CPA
joinedthefirmasaTax
Manager. Shehasbeena
practicing CPA for morethan
18yearsfocusngon

¢ construction, rea estateand

| escrow companies.

Natalie Peter sen isanew
staff accountant who recently
graduated from Cal State
Universty Bakerdfidd.

Jeff Dunlap isanew staff
accountant who recently
graduated from Cdlifornia
Polytechnic Univerdity, SanLuis
Obispo.

NatalieArduain joined the
firmsbookkeeping department.
SheisaSenior at Cal State
Universty Bakersfield studying
Accounting. Sheexpectsto
graduatein June 2004.

Congratulations!

Marketing Director, Deanna Blaise and her husband Kenny
welcomed their new son, Hayden Bradley, 7 |bs. 6 oz. born
June 18.

Tax Secretary, LeShell Murray and her husband Jason
welcomed their new son, Dagan Jason, 8 Ibs. 15 oz. born
September 18.

Sr. Accountant, Matthew Gilligan and his wife Sheri
welcomed their new baby girl, Melanie Rose, 7 Ibs. 13 oz.
born September 24.



New Business Tax Breaks (Continued from pg. 3)

Let’ssay your profitable businessbuysand placesin service
$150,000in new qudifying assetsin September 2003.
These arethe business' total asset purchasesfor the year.
Thebus nessmay deduct thefollowing amountsonits2003
tax return:

»  $100,000, using the Section 179 expensing el ection, and

»  $25,000 of bonusfirst-year depreciation (50% of the
remai ning $50,000 of asset purchases), and

*  regular depreciation on there-maining $25,000 of asset
purchasesfor which expensing and additional first-year
depreciation have not been claimed.

Thus, by using both provisions, your businessmay beableto
write off 85% or more of the cost of the acquired assetsin
2003.

TakeAdvantageThisYear

The Section 179 expensing election and the 50% bonus
depreciation provisionsarea*“useit or loseit” proposition
for each of the next several years. If you don’t purchase
qualified assetsduring theyear, you losethe ability toclaim
these benefits.

Of course, any asset acquisitions should be made with your
business goalsin mind and tax savings should be asecondary
consideration. But, if your business hasaneed for new assets,
using the new law to offset part of the cost of acquiring those
assetsissmart tax planning. Contact ustoday to find out more
about how the new law can benefit your business.

Paymentsto Employment Development Depar tment
toincrease?

The EDD announced that the Unemployment Insurance fund
balancewill be anegative number by January 2004. To address
thefund’ sdemise, EDD isreviewing variousscenariostha include
increasing thetaxablewage base (currently at $7,000 per year),
changing the negative reserve balance, and extending therate
schedules.

State Disability Insurance (SDI) isalmost certain to increase.
Firgt, the SDI wagebaseisincreasing from $56,916 in 2003 to
$68,829 in 2004. Although we don't currently know the SDI
ratefor 2004, we do know that therewill bean SDI surcharge
of 0.08 percent beginning January 1, 2004 tofund thePaid Family
L eave program. Employeesmay begin claiming PFL benefitson
July 1, 2004. The six-month differenceisto allow timefor the
fund to build up beforeempl oyees can begin claming benefits.




