SMALL BUSINESS SOLUTIONS, INC.

Business and Tax Solutions for Entrepreneurs

Thursday, September 26, 2002

Re: Retirement Plan for the Non-taxpayer spouse of your corporation

Dear Client:

We are increasing the supporting documents for our tax files. In the past we have called you
individually concerning IRA’s and year end payroll checks. I will be available to discuss your
individual specific circumstances and/or you may e-mail me questions. If you send an e-mail

please number the questions.

We are requesting information on the non-taxpayer spouse of your corporation which has a
fiscal year end of September 30.

Tax Payer- Owner of Corporation’s Salary

As part of our annual tax planning for the taxpayer owner, we have several issues to address.

1. Deferred Compensation Plan

If you have a deferred compensation plan in place like an SEP or Actual Retirement Plan,
we will have to discuss each individual plan personally.

If you want to contribute to a deferred compensation plan or an IRA on a non-deductible
basis.

2. IRA

You cannot contribute to a deferred compensation plan and an IRA on a deductible basis.

3.Withholding on salary

One of Small Business Solutions, Inc., yearly tax planning items is withholding on
September payroll to provide a “safe haven” for payment of income tax. Ifthe estimated
payroll withholding of the husband and wife is greater than the prior year’s tax there are no
penalties and a “safe haven” is created for the payment of income tax.
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To calculate the withholdings we also have to have your spouse’s withholding estimate for
the 2002 tax year. This is making an assumption that the taxpayer is married.

Your spouse’s estimated 2002 withholdings $

Your 2001 tax liability was $

Your spouse’s 2001 withholding was $

After receiving a reply to this letter SBSI will make a recommendation for the tax payers
salary for 2002.

Non-Shareholder’s Spouse

Yes, the non-taxpayer (spouse) of my corporation is covered by an existing retirement
plan. (i.e. teacher’s retirement, 401K etc.)

No, the non-taxpayer (spouse) of my corporation is NOT covered by an existing
retirement plan. (i.e. teacher’s retirement, 401K, etc.)

By September 30, 2002, a payroll check will need to be written for the non-shareholder
spouse. The maximum amount of the contribution can be to make a $3,000 IRA contribution
for 2002, you have until April 15, 2003 to make the contribution. Please indicate below:

Yes, I wish to make an IRA contribution for 2002 in the amount of $000.00.

No, I DO NOT wish to make an IRA contribution for 2002.

This information will be used by Mr. Schultz to determine the amount of the payroll check to
be written by September 30, 2002. A letter will be issued with instructions on the amount of
the payroll check to be written and the amount of the tax deposit, due October 15, 2002. The
letter will provide detailed instructions on the steps/procedure of making a payroll tax deposit.
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Medical Deduction

The non-shareholder spouse has to have salary to be eligible for the corporation to deduct non-
reimbursable medical expenses.

W4
We are attaching two (2) Form W-4’s to be completed for the 2002 tax year. Please complete
and e-mail or fax back to SBSI. If you need assistance with completing the W-4 form please

contact Leigh Ann Brune in our office.

If you have any questions, please direct them to Mr. Schultz after 3 pm, due to working on
processing tax returns in the early part of the day.

Sincerely,

Leslie Schultz
President

Enclosures
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