2 0 1 5 Y E A R - E N D TA X L E T T E R
Filing 1099s
Businesses are required to
issue 1099s to independent
contractors, partnerships or
LLCs, and lawyers, for
payments of $600 or more in
a calendar year. If you are
freelance, have a corporation
or partnership, or operate a
rental property (including
Airbnb, or a portion of your
home), you are required to
furnish contractors/vendors
whom you paid for services a
1099 by 1/31/2016. IRS has
just increased penalties for
late filing and non-filing, up
to $500 per instance for
intentional disregard of the
law. Penalties of $50-$250
will be assessed for
corrected, late, and nonintentional errors, per form.
Please contact us by 1/22 to
help you file the required
forms, or earlier if you have
questions about how to
gather the correct
information.
Annual LLC Fee
LLC owners must pay their
2015 annual fee by
February 28, 2016. You will
get a bill from NYS. Please
notify us when you receive
it so we can help you pay.
NYS requires forms to be
filed electronically and
payment made by auto
withdrawal.

Due date change
Foreign Bank Reporting forms
(FBARs) has been moved up 2
months, to 4/18/16.

Dear Clients,
I hope your year has been good. We will be sending your pre-scheduled
appointment card before the end of the month. Remember you must call us to
change your appointment or even to confirm, if you’re happy with our suggestion.
You won’t receive a card if you were on extension last year, so just give us a call
to let us know your preferred appointment. This letter is meant to help you with
some reminders on what you should or might do before year-end, to improve the
outcomeof your annual tax filing. Call or email us if you have questions. Other
than tax season, December is one of our busiest times of year. Please be patient
with us as we try to meet everyone’s needs. Going into tax season our staff has
gone from mostly male, to mostly female this year! The ever steady Ivor is still
here. The frontdesk is now staffed by Urooj, and backed up by Annalee, who has
recently returnedto us. Laura is the new Accountant, replacingSteven who left
earlier this month. I’m looking forward to seeing or speaking to all ofyou soon and
having this great staff ease the pain of tax filing for you.
Best wishes for the holidays!

Sincerely, Sara and the staff of the Sara Brandston Group.

A short checklist of what to
bring to your appointment.
Visit our website
(www.brandstongroup.com)
for additional details and
descriptions, as well as
several fact sheets to guide
you through the 2014 tax
season.

Income and Assets:
 W2s
 1099s
 1098s
 K1s
 IRA Year End
Statements
 Compilation of
income for selfemployed
individuals
 Cost basis on
security sales

Deductions:
 Estimated
taxespaid (with
datespaid)
 All deductions
per taxpayer
 Student loan
interest
 Tuition (Form
1098-T)
 Debt
forgiveness
 Long-term care
insurance
 Evidence
ofhealth
insurance
coverage.
Form 1095
A/B/C

AUDIT AND DOCUMENTATION ISSUES
CAPITALIZATION
RULES AND
EQUIPMENT FOR
BUSINESS
I’m often asked at what
dollar amount office
equipment or furnishings can
be deducted vs. depreciated.
IRS came up with a
complicated set of rules late
last year that have since,
thankfully, been amended.
The overall cap (starting
officially in 2016 but IRS will
allow it for 2015) on
expensing these items is
$25000. Individually, an item
costing up to $2500 can now
be expensed instead of
depreciated. If you would
like to expense higher ticket
items, your business (or
rental property) must have a
written Capitalization Policy
in place. I have created a
template for applying the
new rule that should be
adopted before 1/1/2016.
Please contact us if adopting
the new policy will be
beneficial for your business.
Also remember if you are
buying equipment,
furnishings or supplies for
your business or rental
property, items will be
deductible in 2015 only if
they are actually received by
you and placed in service.
Ordering an item on-line
that arrives after 12/31
will not qualify until 2016.

You may have noticed that
the IRS has reduced audits, as
well as service. Wait times on
calls and turnaround times on
both correspondence and
amended returns have
increased due to budget
constraints. Audits have been
reduced for higher income
taxpayers because the
deduction limitations of
Alternative Minimum Tax
(AMT) make examination
changes less cost effective
for the IRS. Not so New York
State.New York began a
new audit technique last
year whereby they send you
a smaller refund than
calculated on your return,
and ask you to

provide receipts in order to
get your full refund. This is an
Audit in which they’ve
calculated your worst financial
outcome (and their best!) in
advance. Their hope is that you
will find a response too
burdensome, so they keep your
true refund withheld. Please –
please – notify us in a timely
fashion if you get correspondence
from a tax authority we have
helped you file a return for.
Apparently IRS notices are wrong
up to 70% of the time! It’s
important for us to determine if
they are correct and, if they
might be correct, the best
approach to solving the issue.

The Audit Coverage we offer on
personal tax returns covers the
time we provide to help you
organize and send your response,
and creating any necessary
correspondence. If you haven’t
signed up for the coverage when we
do your return, we will give you an
estimate of what it will cost to
respond to a notice or to represent
you on an audit, if necessary.
Remember that you must keep
actually receipts and bills, in
addition to bank and credit card
statements.
If you live in one state and work in
another, be sure to keep a log of
days you are travelling away from
your out-of-state office, or working
from home. This is becoming a new
State audit issue.

DEDUCTING MILEAGE?
Did you drive for charity? If
so, you can deduct 14¢ for
every mile you drove.
If your medical expenses are
substantial, you may want to
calculate a mileage deduction.
Medical miles for 2015 are
calculated at 23¢ per mile.
If you drove for business purposes, the situation is a little
more complicated: First decide which miles qualify.
Use the following three scenarios to determine how
many miles you can deduct:
Keep in mind the following
statement: In general, commuting is not deductible.
If you have an office or regular place of business outside
your home, you may not de-

duct miles commuting to and
from work or to your first or
from your last stop, but you
may deduct mileage to drive to
a temporary work place (less
than one year’s duration) and
mileage to and from different
work locations during the day.
If you have an office in your
home that qualifies for a
home office deduction, all of
your business-related mileage
is deductible.
If you work out of your home
but do not qualify for the
home office deduction, the
distance between home and
your first stop and between
your last stop and home are
nondeductible commuting
miles. You should carefully
plan to have your first and last
stops close to home to maximize the mileage deduction.

A trip to the bank, post office,
or a supplier can help increase
deductible business miles.
Once you have determined
which miles to count, you
need to decide whether to use
the standard mileage rate or
actual expenses.
The standard mileage rate for
qualified business use for 2015
is 57.5¢ per mile (up 1½ cent
from 2014).
Which method is best?
In general, the standard method works best if your business
miles are high or your vehicle is
economical to run.
The actual expense method
works best if your vehicle
weighs over 6000 pounds, is
costly to run, or you do not
have that many miles in total.

DO YOU WORK AT HOME?
If you are self-employed, you
may qualify for the home office
deduction if you use a portion
of your home exclusively as
your principal place of business, to store inventory, or to
conduct substantial management or administrative activities. There can be no other
fixed location where the above
activities can be done.
If you are an employee, your
home office must be required
by your employer.
The office space still needs to
be used regularly and exclusively for business. You can
not have any other usage of the

area whatsoever. Using your
office for personal or investment reasons eliminates the
deduction as far as the IRS is
concerned, so be careful to
keep your office space and
computer usage all business.
Having a deductible home office means you can deduct all
of your local business travel as
described earlier, and you will
not have to keep a log of computer usage because your computer will be used exclusively
for business.
If your office qualifies, you will
need additional information:
Measure the business space and

the total space. You will also
need your mortgage interest,
taxes, insurance, association
fees, repairs, maintenance,
utilities, garbage, security, and
rent paid. Also, provide an
accounting of the total investment in your home.
The IRS has provided a simplified home office deduction, if
you choose. Instead of calculating all of the above information, $5 per square foot can
be deducted (maximum
$1,500). The IRS estimates that
the new calculation will save
taxpayers 1.6 million hours per
year.

W H AT ’ S N E W F O R 2 0 1 5 ?
You have more time
than usual to file.
Due to Emancipation Day falling
on Friday April 15th (a Friday),
the deadline for filing your
2015 tax return is Monday,
April 18th, 2016.

No increase in Social
Security next year.
Social Security payments will
not increase in 2016 (like they
did in 2014 and 2015). Minimal
inflation was cited as the reason for not increasing benefits.
However, Medicare premiums
are expected to rise for 1 in 3
seniors (so their Social Security
payments will decrease).

The penalty for not having health insurance
increases for 2015.
The uninsured will pay a penalty of either 2% of household
income or $325 per person
(whichever is greater). Last
year the Shared Responsibility
Payment (which is what the IRS
calls the penalty) was the
greater of 1% of household
income or $95 per person.
Some individuals may qualify
for an exemption to paying the
penalty (this is a very complex
topic… ask a tax professional if
you qualify for an exemption).

Tax scams (and hacking)
continue…
Tax scams continue to be a big
issue for the IRS and taxpayers.
Scammers are now using every
mode of communication
(phone, email, fake websites,
& fake letters that look like IRS
letterhead) to trick people into
giving sensitive information and
direct payments to criminals.
Taxpayers should assume that
any communication could be a
potential scam. Never act
impulsively and always ask us for
advice.
The IRS’ “Get Transcript” feature was hacked in 2015.
Hackers stole over 100,000 tax
returns. Taxpayers affected by
the breach have been notified
and were offered free credit
monitoring and identity protection services (and the fair market value of the free services is
tax free).

Social Security
Filing Deadline
Congress is ending the
Restricted Spousal Benefit. They
are about to end the File &
Suspend benefit. If you were
born before 5/1/1950 and are
considering taking
advantage of F&S, you must
apply by 4/30/2016.
Contact the SSA, or go to their
website (www.ssa.gov) for
further details.

Year-end Options
Required Minimum
Distributions
Those of you who turned 70 ½ in
2015 may still need to decide
whether to take your first required
IRA, pension, or 401(k) distribution
in 2015, or wait until the first
quarter of 2016.

Holders of Beneficial IRA's must
also take a required minimum
distribution by Dec 31st 2016.

Other news for 2015.

Estimated Taxes

Taxpayers are only allowed one
IRA rollover per year. However, there is no limit on direct
trustee-to-trustee rollovers.

The final estimated tax payment
is due Jan 15th 2016. It’s usually
beneficial to pay the State and City
estimates before 12/31 of the
current year, unless you are
subject to AMT. Unincorporated
Business Tax should be paid by Dec
31st as a general rule.

Taxpayers have a new kind of
tax deferred account for people with disabilities. An ABLE
Proof of health insuraccount allows anyone to conance will be easier.
tribute up to $14,000 per year
If you have employer sponsored
for the benefit of the disabled
health insurance then there are
person. Such accounts must be
new documents to look for in
set up before the disabled
the mail. You should be receivperson’s 26th birthday. Contriing a 1095-C (or 1095-B) docubutions are not pre-tax but
ment as proof of having health
distributions from the account
insurance. These documents
are tax free if used for qualishould be issued by January 31st fied disability expenses.
(but expect delays since this is
the first year).
The IRS has clarified when
donations to a crowd-funding
site (like gofundme.com) are
As a reminder, those that purdeductible… which is only
chased insurance on the Federwhen the recipient is a
al or state run exchanges will
501(c)3. Thus, donating to a
be issued a 1095-A document
friend or relative’s campaign
from the exchange. You will
is not deductible (it is
need this to complete your tax
treated as a gift for tax
return (same as last year).
purposes).

529 Plans
Contributions for 2015 must be in
by December 31st. You do not have
until April 18th 2016 to contribute
for 2015.

Affordable Care Act
Health Care Marketplaces are
currently open and the enrollment
period will end 1/31/2016.
Penalties for not having coverage
have increased, and will be
increasing again for non-compliance
in 2016.
Everyone is required to have a Form
1095: A, B, or C to show coverage;
either from Employer or Exchange
run plans. (See Items to bring to
appointment.)

"¥'

. CHANGE .

Tax year 2015 has been a
relatively quiet year (tax wise).
With Obama in the White House
and a Republican controlled
Congress there is inevitable
gridlock.
Taxes on the same income as
last year are lower due to
indexing.

Fee and Outstanding
Invoices

Payment is required for our
services upon completion of work.
We don’t file tax returns until
clients fully fill out our annual
checklist and engagement letter,
sign the required E-file forms, and
provide payment. Fees for
additional work, such as
consultations, are billed during the
year. If you have an outstanding
invoice with us please pay it before
12/31: both because you will have it
as a current deduction and it will
allow the front desk staff to provide
you with a 2015 tax prep
appointment.

2014 Returns and Share
File
Please make sure you have a copy of
your 2014 return which we uploaded
for you back in April. If you do not
have a copy check online at
www.sharefile.com or e-mail us at
info@brandstongroup.com

Y E A R - E N D TA X S AV I N G T I P S
GIVE TO CHARITY
Not sure of where to start?
Try charitynavigator.org for
guidance.
Short of cash? You can still
make a last minute gift.
Charge your deductions on a
credit card and pay later.
Consider giving through
www.justgive.org. You can
privately give to thousands of
rated charities with a credit
card. Your donation goes
directly to the charity, and
www.justgive.org will send you
a confirmation and a year-end
summary to satisfy
documentation requirements.
Or, better yet, you don’t even
have to spend money to take a
charitable deduction. Clean
out your closets of unwanted
items to make a noncash gift.
Keep in mind, the items must
be in at least good condition.
You should omit items of
minimal value (socks and
underwear), and thoroughly
document the donation.
If you plan on donating a
vehicle before year-end,
beware of the rules. Select a
charity that will either use or
improve the vehicle, and you
will be able to deduct fair
market value. Otherwise your
deduction will be limited to the
price the charity got when they
sold the vehicle. The charity
will give you a 1098C
documenting the contribution.
The 1098C needs to be
attached to your tax return.
If you have a stock or piece of
property that has increased in
value, you can deduct the full
value and avoid paying capital
gains tax by donating it to
charity. If you want to give
stock that has fallen in value,
sell the stock, take the loss,
and give the money to charity.
Keep in mind that proof of
payment is needed for
donations of any size. Proper
documentation is essential.

CHECK YOUR TAX
PAYMENTS TO
AVOID PENALTIES
The IRS will charge a penalty if
your tax for 2015 is less than
90% prepaid unless your payments are at least equal to last
year’s tax. (110% of last year’s
tax if your income exceeds
$150,000).

You can boost your itemized
deductions, and possibly save
yourself from a penalty, by
sending your last state estimated tax payment before December 31st or by stepping up your
state withholding.

CHECK YOUR
PORTFOLIO
If you are in the 15% tax bracket or lower (gross income under
$47,750 (single) or under
$95,500 (married)) you may be
able to sell stocks or property
at a gain in 2015 and pay no
Federal tax.
If you missed out on last year’s
credits or deductions because
your income went over the
limits, it might be wise to
check your portfolio for some
losses to reduce your income.
You can offset up to $3,000 of
other income with stock losses.
If you wish to repurchase the
stock again, wait at least 31
days to avoid wash sale rules.
If you are planning on deducting worthless stock, remember
that it’s not deductible until
it’s completely worthless.
In buying mutual fund shares,
avoid the year-end tax trap.
Year-end dividends may include
a years worth of capital gain in
a large taxable payout. The
value of your shares declines by
the amount of payout, so you
end up paying tax on profits
that reduce your share value.

SELF-EMPLOYED?
Shelter up to 20% of your net
income in a SEP retirement plan.
Besides current tax savings, money
grows tax-deferred on these investments. A SEP contribution can be
made up to the due date of your
2015 tax return, including extensions.
Pay all bills already received for
operating expenses rather than
deferring payment until 2016. If
you need new equipment, save tax
dollars now by purchasing before
year-end. Remember that you can
charge on a credit card and receive
a current deduction.
To channel your income into next
year for a cash basis business, you
must be certain it is not constructively received. You can delay
your billing to next year to defer
income to 2016.

AND…
THE FUTURE?
Any action from Congress will most
likely be last minute. The most
important tax item on the agenda
is approval of the extenders (55 tax
provisions that expired on December 31, 2014). Some or all of these
extenders are expected to be revived. There is even talk among
some insiders that some provisions
may be extended beyond 2015.
Some of the more likely to survive
provisions follow:
● Direct transfers of IRAs to charity
● Optional sales tax itemized deduction
● Energy credits
● Home mortgage debt forgiveness
relief
● Mortgage insurance premiums
treated as deductible interest
● Tuition and fees deduction for
higher education
● Educator expense deduction
● Bonus depreciation and generous
expensing on business equipment
Looking beyond the short term…
President Obama has proposed
ambitious tax reform goals. Aggressive action from Congress during the Obama administration is
unlikely, but the President is still
pushing the tax reform issue.

The basic strategy for yearend tax planning can be
summed up in the following
two statements:
● Channel your income into
the year where it will be
taxed at a lower rate.

● Channel your deductions to the
year where your income will be
taxed at a higher rate.

YEAR-END PLANNING
It may be beneficial to consult
with us before year-end, either
to make sure you’re in timely
compliance with tax law, or to
work out moves than can still
reduce your 2015 taxes. By the
time you receive this there will
be less than three weeks to
make plans. Please contact us
immediately if you think you
need our help.
You might consider converting
Traditional to Roth IRAS if
your net income will be very
low this year.

Opening an individual or Solo
K plan for business owners for
the 2015 year must be done by
12/31.
Please call us if you opened a
new business, started renting
out your home, received an
inheritance, got married, or
are unsure if you need to pay
estimated taxes before yearend.

Let us know how we
can help you!

