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December 4, 2015 

 

 

Dear Clients and Friends: 

 

 

This year again we are waiting to see if Congress will reinstate, to January 1, 2015, various 

tax breaks that expired at the end of 2014. These include: 

 Deduction for state and local sales tax 

 Deduction for expenses of elementary and secondary school teachers 

 Tax-free distribution from an IRA transferred directly to a charitable  

                           organization 

 Increased first year depreciation deduction for equipment purchased up to 

                           $500,000 (Sec. 179 expense) 

 50% bonus depreciation for the purchase of new equipment  

 Research and work opportunity tax credits. 

 

We suspect these provisions will be reinstated as of January 1, 2015 but we don’t know for 

sure and most likely Congress will wait until the last minute as it did in December 2014. 

 

There are still traditional year-end planning techniques available, including: 

     To increase taxable income for 2015: 

 Sell appreciated assets 

 Redeem U.S. savings bonds 

 Do a Roth IRA conversion 

 Maximize retirement plan distributions   

 Collect accounts receivable (for a cash-basis taxpayer) 

 Pay a dividend if a “C” corporation. 

 

     To decrease taxable income for 2015: 

 Bunch itemized deductions into 2015 and use the standard deduction in 2016 

 Pay bills by year end (for a cash-basis taxpayer) 

 Maximize retirement plan contributions  

 Pay your 4
th

 quarter state income tax estimated tax payments before  

                           December 31, 2015 

 Plan for passive activity losses to match passive activity income. 

 Write-off worthless stock  

 

The Affordable Care Act introduced a tax on net investment income that some taxpayers may 

be subject to in 2015. This is a 3.8 percent tax on the lesser of (1) net investment income or 

(2) total adjusted gross income in excess of $200,000 filing single or $250,000 filing jointly. 

Investment income includes interest, dividends, distributions from non-qualified annuities, 

royalties, rents, passive business income, and capital gains.  This additional tax adds one more 

layer of tax calculation when doing year-end planning.   

 

For the 2015 tax year, the Affordable Care Act results in additional IRS reporting forms.  
Taxpayers should expect to receive a Form 1095-B if they are covered by health insurance. 

Also, certain large employers will send a Form 1095-C to their employees detailing the 

months an employee was covered by health insurance and if you receive insurance from the 

health insurance marketplace you will receive a Form 1095-A that is used to calculate the 
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amount of premium tax credit.  These forms need to be included with the tax information you provide to 

us for the preparation of your 2015 Form 1040 tax return.  
 

Estate and gifts remain subject to a 40% flat tax rate, but the exemption has increased to $5.43 million and the 

annual exclusion remains at $14,000 for 2015. These amounts are indexed to inflation and the 2016 amounts 

are as follows: $5.45 million exemption and $14,000 annual exclusion. Also remaining is the portability 

election which allows the surviving spouse to utilize the unused exemption of the decedent.  As such, a 

married couple has a $10.86 million combined exemption.  

  

This year there were changes to social security to close what Congress perceived as loop-holes. The “file and 

suspend method” whereby the higher-earning spouse claims benefits at full retirement but suspends them until 

later allowing the other spouse to claim benefits based on the higher-earning spouse’s benefits has been 

eliminated for claims filed after April 30, 2016. Also, the “restricted application method” that allowed a spouse 

who reached full retirement age to receive benefits based on his or her spouse’s earnings and then later claim 

increased benefits based on their own earnings has been eliminated for those who turn age sixty two after 

2015.  

 

Now is the time to set-up an appointment to discuss your business and individual tax planning strategies. 

Please give us a call today.  

 

Sincerely,  

 

 

The Partners of KETEL THORSTENSON, LLP     


