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It's hard to believe that the year 2015 is coming to a close. Once again all ofourtax preparers have
completed a minimum of (2) full days of tax training, instruction and updates for the 2016 tax season
and beyond. We are here and ready to serve you, our clients, on changes in the tax laws for 2016, and
on how you can still make tax moves before the end of this year to save your tax dollars.

INCOME TAXES

Changes for 2016

The Standard Deduction for 2016 stays the same. Married taxpayers get S12,600; Singles get $6,300. tf
over 65 or blind there are additions to the standard deduction.
Personal Exemptions increase to S4,050 for filers and their dependents
Standard Milease Rate decreased to S.54 per mile.
Mileage for Charitv remains at S.14 per mile.
Mileaee fo medical and movine decreased to S.19 per mile

Year End Tax Planning tor 2OL6

Our new president elect says he will make tax law changes a priority for 2017. We can expect his tax
reform will produce lower tax rates, a broader tax base and fewer deductions. He wants to consolidate
the individual tax rates to three: t2%,25% and 33%. While normally it pays taxwise to defer income to
next year and accelerate deductions into this year, this strategy is even more important now in
anticipation of lower tax rates next year. Deductions have more value when tax rates are higher so try
to rack up as many deductible expenses as possible by year end so that you can take the write-off this
year rather than next year. For example, pay your Janua ry mortgage payment by December 31, so you

can deduct the interest on your 2015 tax returns. Also, consider paying your January, 2017 real estate
taxes in December 2016 so you can deduct this tax in 2016. lf you pay estimated tax, pay your State
fourth quarter payment in December 2016. lf you are working consider contributing to a retirement
account. Remember you can make an IRA contribution all the way up to the April 15, 2017 filing
dead line.

lf you are thinking of making charitable contributions, make them by year end. lf you own
appreciated assets such as shares of stock, consider donating the shares, instead of cash. lf yougivethe
shares you get to deduct the full market value of the stock and not have to pay any tax on the capital
gain, a double benefit.

IRA owners who turned 70 % this year should consider delaying withdrawals until April 1, 2017. Doing
so not only delays the tax bill but could also save money if the tax rates decrease.



YOUR INVESTMENTS

Examine the unrealized gains and losses you currently have in your taxable accounts, not your
retirement accounts.

Consider harvesting losses in securities. You can use realized capital losses to offset realized capital
gains plus 53,000 of ordinary income such as wages, every year. Remember these losses are more
valuable in 2016 than they are anticipated to be in future years. Unused losses carry forward for use in
the future, they are not lost.

Also, consider selling securities in which you have a gain if you are in the 10% or 15% ordinary
income brackets (up to 537,650 for single filers and 575,300 forjoint filers). For these tax brackets there
is still a 0% capital gains tax rate

GIFTS
You may give up to 514,000 tax-free to each person in 2015. The annual gift tax exclusion is doubled

to S28,000 per recipient for joint gifts by a married couple.
You can make unlimited tax-free gifts to help someone with medical or education expenses when you

pay the provider of the services directly. Medicalexpenses must meetthe definition of deductable
medical expenses. Qualified education expenses are tuition, books, fees and related expenses but not
room and board.

Consider contributing to a 529 plan on behalf of a beneficiary, This qualifies for the annual gift-tax
exclusion. Withdrawals used for qualified education expenses (tuition, books and computers) are
income tax free. The tax law even allows you to give the equivalent of five years'worth ofcontributions
up front with no gift tax consequences.

CHILDREN
Communicate with your working children regarding taxes. We had several instances where, in a haste

to obtain their tax refund, working children filed on their own, claiming themselves as an exemption,
when this benefit would be greater if the parent claimed the child as a dependent.

CHECK YOUR WItL
lf you don't have a will, get one. tf you have a will but have not updated it within the last five (5)

years, make an appointment with your attorney for an update. Your intentions and assets may have
changed and you need your wishes to be up to date.

HEALTH INSURANCE
As was the case in prior years, you need to have health insurance for you, your spouse and all those

in your household or pay an additional tax. The tax for not having health insurance increases again in
2016.

lf you purchased your insurance through an exchange you will need Form 1095-4 from the exchange to
document your coverage. We will need this form 1095-4 to complete your tax return.
Medicare, Medicaid and veteran's coverage qualifies as coverage.
Members of certain religious sects are exempt but you must receive a code from the exchange to verify
your exemption.
You must apply to the exchange to obtain your code. Without the exemption code you will be subject to
the additional tax.



TAX PTANNING FOR BUSINESS

On business taxes, our president elect wants to lowers the tax rate to 15%. This would apply to regular
corporations, pass-throughs such as LLc.s and s corporations and sole proprietors who report on
schedule c and farmers who report on schedule F of Form 1040. while we do not know at this time
what the business income tax rate will be, it appears it will decrease from the current rates in 2016.
Accordingly, it is beneficial to defer income, if possible, by delaying end-of-the year billings to 2017
when the tax rates should be lower. Also, accelerate expenses into 2015 to get the deduction against
the higher tax rates.

The expensing of assets up to 5500,000 is in effect for 2016 and is even more valuable since it reduces
income taxed at the higher 2016 rates. Consider purchasing assets you need in your business this year
and make sure they are in service before December 31, 2016 to get the deduction at these higher tax
rates.

SOME NEW TAX BENEFITS FOR BUSINESSES FOR 2016

Effective January 1, 2016 businesses, including farms, can deduct small expenditures for the
acquisitions or production of new property, or for the improvement of existing property of up to S2,5OO
each without having to capitalize and depreciate these assets over a number of years. Totake
advantage, the business must have a written accounting policy. We have a sample written policy
available for your use. This expensing policy is an annual election each year. lt is also important that
you have an invoice for each asset you expense under the policy.

Business taxpayers can claim a deduction for a percentage of their net income from qualified domestic
production activities. While this tax relief was designed for US Manufacturing industries, it applies to
many activities outside the traditional definition of manufacturing. Activities that qualify for the
deduction include the production, extracting, installing, developing, improving and creating property
and agriculture activities, lfyouthinkyourbusinessmayqualifyforthisdeduction,call usandwecan
discuss whether your business qualifies.

New legislation now allows farmers to claim a charitable deduction for contribution of food inventory
to a charitable organization to benefit the needy. you now can get a deduction for 25% of the fair
market value of the food PLUS 50% of the profit you would have realized if you sold the food. This is an
added deduction you can take. Be sure to keep records of your food contributions and give it to us
when we prepare your tax returns for 2016.

There is also a new charitable contribution deduction for businesses who contribute food inventory to
a non- profit group for the benefit of the needy. you can deduct notonlyyour cost ofthe food
contributed but also 50% of the profit that would have been recognized if the inventory had been sold
at Fair Market Value. lf this applies to your business, let us know.



SMALT BUSINESS SUBTRACTION MODIFICATIONS

New York State allows a deduction to small businesses that employ one or more persons and reports a

profit up to 5250,000. The deduction is 5% of the net income reported.

MINIMUM WAGE REIMBURSEMENT CREDIT

New York State instituted a Minimum Wage Reimbursement Credit for those employees between the
ages of 16 and 19 who you pay the minimum wage (59.00 for 2016) and they are full or part time
students. There is a refundable credit of 51.35 per hour in 2016 for each hour the employee works for
you in 2016. lf you have students on your payroll, let us know.

SCAMS

There are many scams where con artists make telephone calls pretending to represent IRS personnel.
You may have received one. The IRS states that it does not initiate phone calls. The first contact with a
taxpayer is by letter in all cases.

NEW DUE DATES

Pease note that the due dates for filing Partnership, S Corporation and LLC'S filing Form 1065 are now
due March 75,2017 . This is a month sooner.

Also, Forms 1099 Misc and Forms w-2 now must be filed with the government byJanuary 31 ,2oL7 the
same date they must be distributed to employees and vendors.

Please feel free to contact us to discuss any of these matters or to discuss actions you can take before
the end of the year to reduce your taxes. We are here to help.


