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Merger and Alliance
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It has been a busy fall! First, we merged with another local accounting firm. Then, we joined a national
affiliation of independent accounting and consulting firms.
On September 1, McKean & Associates, P.A. merged into Crow Shields Bailey, PC. The McKean
accounting firm has a long history in our area with a reputation for providing outstanding client
service. Their six team members - Cindy Rathle, CPA, Ann Broughton, CPA, Teresa Ernest, CPA,
Scott Eastman, CPA, Lori Blum and Kay Reed - bring a wealth of experience and expertise to our firm.
Our combined practice now has over 40 team members with offices in Mobile, Daphne and
Gulf Shores.

Newsletter Contributors
Nikki Allen
Kenny Crow
Sherri Deighton
Deborah Fisher
John Shields

We also joined the McGladrey Alliance, effective November 1. McGladrey is the country’s fifth largest
provider of audit, tax and consulting services. This affiliation is not a merger or acquisition; Crow
Shields Bailey remains an independently-owned accounting firm separate from McGladrey Alliance’s
parent company, RSM US LLP. What the alliance does is give us increased access to technical tools and
expertise, professional development programs and practice management resources.
We’re very excited about these changes and believe our expanded resources will enhance our service
offerings to clients and provide our team members with long-term career opportunities.
From all of us at Crow Shields Bailey – Happy Holidays!

Our firm’s objective is to maximize our clients’ wealth. We strive to be the premier accounting and
consulting firm in our area by offering a complete range of quality services to our clients. We will
employ only the best people and ensure outstanding training and long-term career opportunities.
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Tax Time Reminder
With the end of 2015 approaching, it’s time to get a jump on collecting
your tax information to maximize your year-end tax planning. For your
convenience, CSB will mail tax organizers around the first of January to help
with organizing important information.
Have your income or expenses significantly changed?
Please call our office right away to maximize year-end tax planning.
Want to gauge your 2015 tax situation and prepare a tax savings strategy?
Make an appointment with us today!
Mobile Office
(251) 343.1012
(800) 347.8583 Toll Free
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Daphne Office
(251) 621.1106
(800) 347.8583 Toll Free

Gulf Shores Office
(251) 968.4337
(800) 347.8583 Toll Free

Important updates on 1095-C/1094-C reporting form
Employers’ Affordable Care Act penalties
Due to the Affordable Care Act (ACA), every employer with
50 or more full-time employees (including full-time equivalent
employees) must report information about the company’s 2015
workforce and health plans to its employees and the IRS using
new Forms 1095-C and 1094-C.
Small employers with less than 50 full-time employees
(including full-time equivalent employees) generally are exempt
from this reporting requirement. However, small employers
that are related to other companies, due to common owners or
services, may be required to file the forms.
The forms disclose whether the employer offered ACAcompliant coverage to its employees and the identity of related
employers. The first due date for these forms is Jan. 31, 2016,
and penalties of up to $500 per form can apply. The IRS will
use the information on these forms to assess employer-shared
responsibility payments, on employers that do not offer health
coverage, that meets ACA standards.
Employers should act now to ensure that systems are in place
to timely file the forms. We recommend that employers contact
their payroll vendor or payroll software provider to discuss form

preparation options. Professional tax assistance may be needed to
identify related employers.
For further details, please read RSM US LLP’s articles about
the Forms 1095-C/1094-C reporting requirements and
the employer-shared responsibility penalties. Other ACA
information, including recorded webcasts on these topics,
is available at RSM’s Affordable Care Act resource center at
http://rsmus.com/our-insights/affordable-care-act-resourcecenter.html.
The ACA rules are complex, and all employers need to
analyze how the rules apply to them. Should you have any
questions concerning the ACA, please do not hesitate to reach
out to Kristi Daughtery at 251-343-1012 or by email at
kristid@csbcpa.com.
Best regards,
J. Kenny Crow Jr.
Managing Partner
Crow Shields Bailey, PC

Electronic Delivery of Tax Returns
At the grocery store checkout you sometimes get a choice:
“Paper or Plastic”.
How about with your tax return - do you prefer
“Paper or PDF”?
We’ve found that many of you choose the latter, as storing
and retrieving electronic records can be easier and more
convenient than keeping up with paper. Personal records,
bill payments, bank account and credit card information are
all now commonly stored on personal computers, online or
in the “cloud”.
So why not tax returns?
CSB now offers electronic delivery and signature for individual
and business returns. We rolled this service out during tax season
and our clients were pleased with its simplicity and convenience.

It eliminates your picking up tax forms at our office, or getting
the e-file forms by email, printing them out, signing and
returning to us.
Here’s how it works. We send you an email when your return
is ready for electronic signature. Using a secure online service
called Right Signature, you can then:
• quickly and easily sign your return using your smart phone,
tablet, or computer, and
• receive a secure email that allows you to download a PDF
copy of your tax return to your computer.
That’s it!
We encourage you to give electronic delivery a try. We will send
out additional information at year end. In the meantime, please
contact us if you have any questions.
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Team Member
Adron Allen, husband of Nikki Allen, was
promoted to Business Manager – Oil and Gas
for GAC North America. He will also continue
his role as Port Manager for GAC Mobile. GAC
is an international shipping, logistics and marine
services provider.
Zac Caskey is
Adron Allen
the drum major
for 2015-2016 at Theodore High
School. The band competed with
other bands on October 3, 2015 at
the Azalea City Band Competition
and on October 24, 2015 at the
Deep South Band Competition.
He received an “excellent” rating as
drum major at both competitions.

is the daughter of Michelle
Blackwell Dudley and the late
Arthur Bruce Dudley, Jr. She was
presented by her uncle, Dr. Steven
Michael Blackwell.
Andrea Northcutt
recently joined
the CSB team as
an Administrative
Assistant in our
Mobile office.
Andrea is a
Dr. Steven Michael Blackwell and Baldwin County
Miss Anna Michelle Dudley
native and lived Andrea Northcutt
Photo: Jeff Tesney Photography
in Atlanta, Los Angeles and San
Francisco before returning home four years ago to be close to family.
She received an Associates degree in Office Administration / Minor
in Law (Paralegal) from Faulkner State Junior College. Andrea is a
member of City Hope Church – Malbis Campus where she serves on
the Servolution team.
Louise Crow Oliver and husband Steven moved to Colorado Springs,
where Steven is starting his dental career in service to the
Air Force Academy.

Zac Caskey

Bryce Caskey

Bryce Caskey competed in her
first dance competition with
New York City Dance Alliance
on October 24, 2015. Her
dance group performed two
dances. “Surprise” won “Gold”
and “Salute” won “Platinum.”
(Platinum is the highest score).
Her next competition will be in
Mississippi in December 2015.

Kenny Crow just returned from Sea Island,
Georgia where he participated in the Southeast
Region managing partners roundtable meetings.
While there, he was able to watch the first round
of the RSM PGA golf tournament.
Colleen and Joey Dicks shared the exciting
news that they are expecting their first child in
April, 2016.

Abby and David Roveda

Kenny Crow

Miss Anna Michelle Dudley, an accounting major at the University of
South Alabama, was presented as a debutant at the 63rd Camellia Ball
of the Mobile Carnival Association. Anna, Jo Chateau’s granddaughter,
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Abby Roveda joined CSB in September as an accountant on our audit
team. Abby attended the University of Alabama where she received
both a Bachelors and a Masters degree in Accounting. Abby and
David Roveda were married on June 20. David started his first year of
medical school at USA College of Medicine this fall.
Sim Sokom, husband of Kirsten, is being promoted from a floater to
a store pharmacist. Beginning in December he will be working at the
Daphne Publix location.

Elizabeth and Caroline Ernest first day
of school

Halloween: Abby and
David Roveda

Hunter and Christie Young
Halloween 5K as Forrest
Gump and Jenny

Emilee Shuler and baby Finn
as the Blues Brothers

Kingsley Damrich as
Donald Trump

John Shields and daughter Anna Mary in
Jackson, WY

CSB Cares
Several CSB team members participated in the Light the Night walk
in November which benefits the Leukemia and Lymphoma society.

CSB was a sponsor for the
2015 Turkey Trot, a fundraiser
for Camp Rap-A-Hope.
Hunter Young serves on the
board and vowed to wear a
turkey costume to our annual
Thanksgiving luncheon if we
got enough people to sign up
for the event. As you can see,
we succeeded!
2015 was our second year to
help fill food boxes for families
referred to the Child Advocacy Hunter Young
Center. The CAC helps victims of child abuse (and the non-offending
parent) with counseling and assistance through the legal process.
Our team contributed enough food to feed 12 families!

CSB team members at the Light the Night walk

Alex Martin was in the November issue of the
Mobile Bay Monthly magazine for participation
in the Greater Mobile MS Society Leadership
class of 2015. The 2015 class raised over
$55,000 to support the National MS Society
in its mission to create a world free of
Multiple Sclerosis.
Alex Martin

Andrea Northcutt, Jenna Summersell and Nikki Allen CAC Food Drive
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2015 Year-End Income Tax Planning For Individuals
With the end of the year approaching, it’s time to once again review
year-end tax planning strategies that could reduce your 2015 taxes.
Year-end planning is particularly challenging this year because a host
of popular individual tax breaks expired at the end of 2014.
In previous years, Congress has retroactively extended the vast
majority of these temporary tax breaks after they expired. However,
as we complete this letter, Congress has not yet extended these tax
provisions. Planning Alert! It is worth noting that these tax breaks
previously expired at the end of 2013, however last year’s legislation
that retroactively extended the provisions through the end of 2014
was not signed into law until December 19, 2014. So, don’t be
surprised if it is mid-December before Congress gets around to voting
on legislation to extend these tax provisions. We closely monitor
Congressional tax legislation, so please call our firm if you need
a status report. Tax Tip! Due to the uncertainty of the status of
these expired tax provisions, we believe the best approach for yearend planning is to be prepared to act quickly near the end of
2015 in case Congress retroactively restores these expired tax breaks.
Consequently, the first segment of this letter highlights the expired
individual tax breaks that could be retroactively extended.
Although the prospect of Congress extending these expired tax breaks
beyond 2014 is not totally certain, there are many traditional year-end
tax planning strategies that can help lower your 2015 taxable income,
and postpone the payment of your taxes to later years. Therefore, we
are sending you this letter to remind you of these time-tested, yearend planning strategies. This letter also highlights new tax planning
opportunities available to individuals because of recent law changes.
Tax Tip. Many tax provisions impacting your 2015 income tax
liability are affected by your adjusted gross income, modified adjusted
gross income, or taxable income. We highlight prominently in this
newsletter the various income thresholds that may affect your
tax liability.
To help you locate items of interest, we have divided the planning
ideas into the following topics:
•
•
•
•
•

Status of important individual tax breaks that expired after 2014
Recent tax legislation – selected provisions
Don’t overlook “affordable care act” tax considerations
Traditional year-end tax planning techniques
Tax planning for investment income

Caution! Tax planning strategies suggested in this letter may subject
you to the alternative minimum tax (AMT). For example, many
deductions are not allowed for AMT purposes, such as: personal
exemptions, the standard deduction, state and local income taxes, and
real estate taxes. Also, the AMT can be triggered by taking large capital
gains, having high levels of dividend income, or exercising incentive
stock options. Therefore, we suggest that you call our firm before
implementing any tax planning technique discussed in this letter.
You cannot properly evaluate a particular planning strategy without
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calculating your overall tax liability (including the AMT and any state
income tax) with and without that strategy. Please Note! This letter
contains ideas for Federal income tax planning only. State income tax
issues are not addressed.

Status Of Important Individual Tax Breaks That
Expired After 2014
Summary Of Selected Individual Tax Breaks That Expired After
2014. There is an ever-expanding list of temporary tax breaks that
expire every few years. However, even though Congress often waits
until the last minute, it has historically extended most of the more
popular provisions. Unfortunately, Congress has yet to extend a host
of tax breaks that expired at the end of 2014, including: School
Teachers’ Deduction (Up to $250) For Certain School Supplies;
Deduction For State And Local Sales Taxes; Deduction (Up to
$4,000) For Qualified Higher Education Expenses; Qualifying
TaxFree Transfers Directly From IRAs To Charities For Those Who
Are Age 70½ Or Older; Increased Charitable Deduction Limits For
Qualifying Conservation Easements; $500 Credit For Qualified
Energy-Efficient Home Improvements; Deduction For Qualified
Home Mortgage Insurance Premiums; Income Exclusion For Principal
Residence Mortgage Cancellations; and Temporary 100% Exclusion
Of Gain From Sale Of “Qualified Small Business Stock.” Caution!
Although Congress is currently considering “extenders” legislation
that would extend most, if not all, of these provisions at least through
2015, as we complete this letter, Congress has not yet extended these
tax breaks. Don’t be surprised if Congress doesn’t get around to passing
an extenders bill until this December. Consequently, you should be
prepared to act quickly near the end of 2015 in case Congress passes
an “extender’s bill” late in the year.
Planning Alert! Several of the above-listed tax breaks warrant special
attention, including: Qualifying TaxFree Transfers Directly From
IRAs To Charities For Those Who Are Age 70½ Or Older, and
the optional Deduction For State And Local Sales Taxes. Most
observers believe that Congress will eventually extend these provisions
at least through 2015. This prediction is based, in part, on proposed
legislation currently being considered by the House and the Senate.
Later in this letter we discuss year-end planning strategies using these
two tax breaks that could save you taxes – assuming they are ultimately
extended through 2015. Please note that we monitor proposed
legislation closely, so please call our firm if you need a status report.

Recent Tax Legislation – Selected Provisions
Over the last twelve months, President Obama has signed into law
four separate bills – each containing a number of important tax
provisions (Recent Tax Legislation). Collectively, this Recent Tax
Legislation contained a variety of tax changes that could impact
individual taxpayers. However, we believe the following two provisions
deserve special attention:

Claiming The Foreign Earned Income Exclusion Will Nix The
Refundable Portion Of The Child Credit. Generally, an individual
is allowed a child credit of up to $1,000 for each qualifying child who
has not attained age 17 by the close of the calendar year. The child
tax credit claimed for a tax year is reduced $50 for each $1,000 of
modified AGI over $110,000 (if married filing jointly), over $75,000
(for unmarried individuals), and over $55,000 (for married individuals
filing separate returns). Moreover, this child credit is generally
“refundable” to the extent of 15% of an individual’s earned income in
excess of $3,000 for 2009 through 2017. This generally means that, to
the extent the credit exceeds the taxes on your individual income tax
return without the credit, the IRS will actually send you a check for
the excess.
Effective for tax years beginning after 2014, Recent Tax Legislation
now provides that taxpayers who “elect” to exclude “any amount” of
foreign earned income under §911 will not be allowed to treat any
portion of the child credit as a “refundable” credit. Under §911, a U.S.
citizen or resident who lives abroad and satisfies certain requirements
may “elect” to exclude from taxable income up to $100,800 (for 2015)
of “foreign earned income.” Thus, under the new law, if a taxpayer
“elects” to take any foreign earned income exclusion, the individual
will only benefit from the otherwise qualifying child credit to the
extent the taxpayer has sufficient tax liability to absorb the credit. This
means that, starting with the 2015 tax year, if you qualify for both
the foreign earned income exclusion and the child credit, we should
consider a “with” and “without” calculation to see if electing the
foreign earned income exclusion will save you overall taxes.
New Initial Due Date And Allowable Extensions For FinCEN
Form 114 (FBAR). If you own (or have signatory authority over)
foreign financial accounts exceeding an aggregate value of $10,000 at
any time during the year, you are generally required to file FinCEN
Form 114, “Report of Foreign Bank and Financial Accounts” (FBAR),
by June 30 of the year immediately following the reporting year.
Traditionally, no extensions have been available for this June 30th due
date. For tax years beginning after 2015, Recent Tax Legislation
provides that the initial due date for FinCen Form 114 will be
April 15th of the following year (i.e., the same initial due date for
your Form 1040), and provides for a maximum extended due date
until the following October 15th (i.e., the same extended due date for
your Form 1040). Planning Alert! These new reporting deadlines do
not apply until 2016. Therefore, the due date for filing FinCEN Form
114 for the 2015 calendar year will still be June 30, 2016, with
no extensions of time to file!

Don’t Overlook “Affordable Care Act”
Tax Considerations
The “Shared Responsibility Tax” Rate For Those Who Fail
To Carry Qualified Health Care Coverage Doubled In 2015.
The “Shared Responsibility Tax” (SR Tax) rate increased from
1% of household income (in excess of the income filing threshold)
for 2014, to 2% for 2015 – for those individuals who fail to carry
qualified health care coverage for all of 2015, and don’t qualify for an
exemption. More specifically, for those without health care coverage

for all of 2015, the SR Tax is generally the greater of: 1) 2% of
household income (in excess of the filing threshold), or 2) $325 per
adult ($162.50 per child) limited to a household maximum of $975.
Also, the SR Tax may not exceed the cost of the national average for
a bronze level health plan available through the government health
insurance exchanges. The SR Tax is prorated on a monthly basis for
individuals without coverage for only part of 2015. For example,
assume a single individual (under age 65): 1) Was uninsured for the
entire 2015 year and does not qualify for an “exemption,” and
2) Earned $70,300 (which is also the person’s “household income”).
The SR Tax for 2015 would be $1,200 (for 2014 the SR Tax would
have been only $600). Planning Alert! Spouses filing a joint return
are jointly liable for any SR Tax on the return, including any SR Tax
due for qualifying dependents. The amount of the excise tax increases
again in 2016 to 2½% of household income (in excess of the filing
threshold). Planning Alert! Individuals generally must pay an SR
Tax if the individual or the individual’s dependents are not covered
by a “Qualified Health Plan” (i.e., a health plan or insurance policy
providing “minimum essential coverage”) for any month during 2015.
To avoid the SR Tax, an individual (and anyone the individual may
claim as a dependent) generally must either: 1) Be covered under a
“qualified health plan,” or 2) Qualify for a specific “exemption”
from the tax. Caution! The IRS says that an individual cannot avoid
the SR Tax for someone who he or she may claim as a dependent,
simply by failing to claim that person as a dependent on the
individual’s tax return.
• Tax Tip. If you or your dependent do not have qualifying health
care coverage, you may qualify for an exemption, such as: You lived
abroad and met certain conditions; You failed to have “qualified
health plan coverage” for less than 3 months during 2015; Your
income is below the threshold for filing an income tax return; or,
You qualify for a “ hardship exemption.” Planning Alert! If you
think you or your dependent may need a “hardship” exemption
in 2015, you will generally need to apply for an “exemption
certificate.” This application form may be obtained on-line at
www.HealthCare.gov. Tax Tip. If you think you or anyone in your
household may qualify for a hardship exemption, we suggest you
begin the application process as soon as possible. If your application
is approved, be sure to provide our firm with your exemption
certificate. Please call us if you need additional information.

Traditional Year-End Tax Planning Techniques
Postponing taxable income frequently saves overall taxes.
Deferring income into 2016 is a good idea if you believe that your
marginal tax rate for 2016 will be equal to or less than your 2015
marginal tax rate. In addition, deferring income into 2016 could
increase various credits and deductions for 2015 that would otherwise
be phased out as your adjusted gross income increases. Tax Tip.
This tax planning strategy may generate unexpected tax benefits if,
as many expect, Congress retroactively extends the income-sensitive
tax breaks that expired at the end of 2014 (e.g., $4,000 qualified
higher education expense deduction, deduction for home mortgage
“insurance premiums”).
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Deferring Income Could Help You Stay In Lower Tax Brackets.
Deferring taxable income from 2015 to 2016 may reduce your
exposure to higher tax brackets if, for example: 1) The deferral of
income causes your 2015 taxable income to fall below the thresholds
for the highest 39.6% tax bracket (i.e., $464,850 for joint returns;
$413,200 if single), or 2) As discussed in more detail on the next
page, you have income subject to the 3.8% Net Investment Income
Tax (3.8% NIIT) and the income deferral causes your 2015 modified
adjusted gross income (MAGI) to fall below the thresholds for the
3.8% NIIT (i.e., $250,000 for joint returns; $200,000 if single).
If, after considering these factors, you believe that deferring taxable
income into 2016 will save you taxes, consider the following strategies:
• Self-Employment Income. If you are self-employed and use the
cash method of accounting, consider delaying year-end billings
to defer income until 2016. Planning Alert! If you have already
received the check in 2015, deferring the deposit does not defer the
income. Also, you may not want to defer billing if you believe this
will increase your risk of not getting paid.
• Cancellation Of Debt Income. If you negotiate or arrange a
reduction or cancellation of a debt you owe to others, unless
you meet certain exceptions, you will generally have to report
“cancellation of debt” (COD) income. For example, COD income
could occur where: your creditor agrees to accept as full payment
an amount which is less than the balance due on an obligation;
you own real estate subject to a mortgage and the lender forecloses
on the property (or, you enter into a short sale of the mortgaged
property); you own an interest in a partnership (or LLC) or “S”
corporation that is anticipating a transaction that could trigger
COD income that will “pass through” to your individual return.
Planning Alert! If you are in the process of negotiating an
agreement with your creditors that involves a debt reduction
that would trigger COD income, consider postponing the action
until after 2015 to defer any debt cancellation income into
2016. Caution! A “temporary” tax break allowing you to exclude
income from the discharge of all or a portion of a mortgage (not
exceeding $2 million) that you incurred to purchase, construct,
or substantially improve your principal residence, expired after
2014. This tax break can be beneficial for taxpayers who are
negotiating home mortgage work-outs with the bank (which may
include a “short-sale” of the residence) and may be extended by
Congress. If you are in this situation, please call us before finalizing
your negotiations with the lender and we will update you on the
availability of this exclusion. If the exclusion is extended to 2015 by
Congress, it may be preferable to have the debt cancelled in 2015 so
you can use the exclusion.
• Tax-Free IRA Payments To Charities If You Are Age 70½ Or
Older. For the past several years, we have had a popular rule that
allows taxpayers, who have reached age 70½, to have their IRA
trustee contribute up to $100,000 from their IRAs directly to
a qualified charity, and exclude the IRA distribution from
income. The IRA transfer to the charity also counts toward the
IRA owner’s “required minimum distributions” (RMDs) for the
year. For those with charitable desires, this tax break effectively
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allows a qualifying taxpayer to exclude all or a portion of their
otherwise taxable RMDs from taxable income. This, in turn, could
cause your 2015 modified adjusted gross income (MAGI) to stay
below the thresholds for the 3.8% NIIT (i.e., $250,000 for joint
returns; $200,000 if single), that might otherwise be imposed on
your investment income (e.g., dividends, interest, capital gains).
Moreover, this exclusion could also increase various credits and
deductions for 2015 that would otherwise be phased out as your
adjusted gross income increases. Planning Alert! This provision
expired at the end of 2014! However, this tax break is included
in the current proposed “extenders” legislation currently before
Congress. Please call our firm if you want a status report on
this provision.

Taking Advantage Of Deductions
“Above-The-Line” Deductions Become Even More Important
In Light Of Recent Tax Increases. So-called “above-the-line”
deductions reduce both your “adjusted gross income” (AGI) and
your “modified adjusted gross income” (MAGI), while “ itemized”
deductions (i.e., below-the-line deductions) do not reduce either
AGI or MAGI. Deductions that reduce your AGI (or MAGI) are
particularly favorable because they not only reduce your taxable
income, they also may free up other deductions (and tax credits) that
phase out as your AGI (or MAGI) increases (e.g., itemized deductions,
personal exemptions, certain IRA contributions, certain education
expense deductions and credits, adoption credit, etc.). In addition,
“above-the-line” deductions could serve to reduce your MAGI below
the income thresholds for the 3.8% Net Investment Income Tax (i.e.,
3.8 % NIIT only applies if MAGI exceeds $250,000 if married filing
jointly; $200,000 if single).
• “Above-The-Line” Deductions. “Above-the-line” deductions
include deductions for IRA or Health Savings Account (HSA)
contributions, health insurance premiums for self-employed
individuals, qualified student loan interest, qualified moving
expenses, alimony, and business expenses for a self-employed
individual. Tax Tip. Unreimbursed employee business expenses
are classified as “miscellaneous itemized deductions” and trigger
two potential limitations: 1) Aggregate “miscellaneous itemized
deductions” are allowed only to the extent they exceed 2% of
your AGI, and 2) Any excess is included in “itemized deductions”
which are reduced once your AGI exceeds certain thresholds
(e.g., for 2015 – $309,900 for joint returns; $258,250 if single).
However, if you arrange for your employer to reimburse you for
your “qualified” employee business expenses under an “accountable
reimbursement plan,” the reimbursement is excluded from
your income (which is generally the equivalent of an “above-theline” deduction). Note! We can help you establish a qualifying
accountable reimbursement plan with your employer.
• Accelerating “Above-The-Line” Deductions. As a cash method
taxpayer, you can generally accelerate a 2016 deduction into 2015
by “paying” it in 2015. “Payment” typically occurs in 2015 if a
check is delivered to the post office, if your electronic payment is
debited to your account, or if an item is charged on a third-party

credit card (e.g., Visa, MasterCard, Discover, American Express) in
2015. Caution! If you postdate the check to 2016 or if your check
is rejected, no payment has been made in 2015. Planning Alert!
The IRS says that prepayments of expenses applicable to periods
beyond 12 months after the payment are not deductible in 2015.
• Deductions For Business Expenses Paid By Partners. Generally,
the IRS allows a partner in a partnership (or owner of an LLC)
to take an “above-the-line” deduction for business expenses the
owner paid on behalf of the partnership (or LLC) only if there
is an agreement (preferably in writing) between the partner and
the partnership providing that those expenses are to be paid by
the partner, and that the expenses will not be reimbursed by the
partnership. Tax Tip. If you are a partner or LLC owner paying
unreimbursed expenses on behalf of your partnership or LLC, to be
safe, you should have a written agreement with the entity providing
that those expenses are to be paid by you, and that the expenses will
not be reimbursed by the partnership or LLC.
Accelerating “Itemized” Deductions Into 2015. As mentioned
above, although “ itemized” deductions (i.e., below-the-line
deductions) do not reduce your AGI or MAGI, they still may provide
valuable tax savings. Itemized deductions generally include charitable
contributions, state and local income taxes, property taxes, medical
expenses, unreimbursed employee travel expenses, home mortgage
interest, and gambling losses (to the extent of gambling income).
However, if your itemized deductions fail to exceed your standard
deduction in most years, you are not receiving maximum benefit for
your itemized deductions. You could possibly reduce your taxes over
the long term by bunching the payment of your itemized deductions
in alternate tax years. This may produce tax savings by allowing you
to itemize deductions in the years when your expenses are bunched,
and use the standard deduction in other years. Tax Tip. The easiest
deductions to shift from 2016 to 2015 are charitable contributions,
state and local taxes, and your January, 2016 home mortgage interest
payment. For 2015, the standard deduction is $12,600 on a joint
return and $6,300 for single individuals. If you are blind or age
65, you get an additional standard deduction of $1,250 if you’re
married ($1,550 if single). Watch Out For AMT! Certain itemized
deductions are not allowed in computing your alternative minimum
tax (AMT), such as state and local taxes (including state income taxes)
and unreimbursed employee business expenses. Before you accelerate
2016 itemized deductions into 2015, to be safe, we should calculate
your taxes “with and without” accelerating the deduction so we can
determine the AMT impact of this strategy.
Pay Careful Attention To The Payment Of Your State And
Local Income Taxes. If you anticipate deducting your state and
local income taxes, consider paying them (fourth quarter estimate
and balance due for 2015) and any property taxes for 2015 prior to
January 1, 2016 if your tax rate for 2015 is higher than or the same
as your projected 2016 tax rate. This will provide a deduction for
2015 (a year early) and possibly against income taxed at a higher rate.
Caution! If you expect your 2015 AGI to be above the threshold for
phasing out “itemized deductions” (e.g., above $309,900 for joint
returns; $258,250 if single), but expect your 2016 AGI to be below

those thresholds, accelerating your tax payment into 2015 may not
be advisable. Planning Alert! State and local income and property
taxes are not deductible for AMT purposes. Consequently, you should
not employ this tactic without carefully calculating the alternative
minimum tax impact. Also, “overpayment” of your 2015 state and
local income taxes is generally not advisable if a refund in 2016 from
a 2015 overpayment will be taxed at a higher rate than the rate that
applied to the 2015 deduction. Please consult us before you overpay
state or local income taxes.
• Option To Deduct Sales Tax Expired After 2014! For the
past several years, taxpayers could “elect” to deduct “either” state
and local income taxes or state and local sales taxes, as itemized
deductions. This election has been particularly popular among
residents who live in states with little or no state income taxes, or
states where the state income taxes paid are generally less than the
sales taxes paid. Planning Alert! This provision is included in the
list of tax breaks that expired after 2014. However, if and when
“extenders” legislation is passed by Congress, this provision will
likely be included.

Tax Planning For Investment Income (Including
Capital Gains And The 3.8% Net Investment
Income Tax)
Planning With The 3.8% Net Investment Income Tax (3.8%
NIIT). The Affordable Care Act (ACA) contains a 3.8% Net
Investment Income Tax (3.8% NIIT) on net investment income of
higher-income individuals. This tax started in 2013, and potentially
applies to individuals with modified adjusted gross income (MAGI)
exceeding the following “thresholds” (which are not indexed for
future inflation): $250,000 for married filing jointly; $200,000
if single; and $125,000 if married filing separately. The 3.8%
NIIT not only applies to traditional types of investment income (i.e.,
interest, dividends, annuities, royalties, and capital gains), but it also
applies to “business” income that is taxed to a “passive” owner, as
discussed below:
• “Passive” Income. “Net Investment Income” for purposes of the
3.8% NIIT generally includes net income from a business activity
if you are a “passive” owner (unless the income constitutes selfemployment income that is subject to the 2.9% Medicare tax). You
will generally be deemed a “passive” owner if you do not “materially
participate” in the business as determined under the traditional
“passive activity loss” rules. For example, under the passive activity
loss rules, you may be a “passive” owner unless you spend more than
500 hours working in the business during the year or meet one of
the other “material participation” tests. Furthermore, rental income
is generally deemed to be “passive” income under the passive activity
loss rules, regardless of how many hours you work in the rental
activity. Tax Tip. In certain situations, real estate rentals may not be
treated as “passive” income and could also be exempt from the 3.8%
NIIT. For example, if you are a “qualified real estate professional,”
or you lease property to a business and you “materially participate”
in the business operations of your lessee, the rental income may be
exempt from the 3.8% NIIT. If you believe you may qualify for one
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of these rental exemptions, or you otherwise believe you may have
“passive” income from non-rental business activities, please contact
our firm. We will gladly evaluate your situation to determine
whether there are steps you could take before the end of 2015 to
avoid “passive” income classification, and thus, reduce your exposure
to the 3.8% NIIT.
Traditional Year-End Planning With Capital Gains And Losses.
Generally, net capital gains (both short- term and long-term)
are potentially subject to the 3.8% NIIT. This could result in an
individual who is otherwise taxed in the 39.6% ordinary income tax
bracket paying tax on his or her net long-term capital gains at a
23.8% rate (i.e., the maximum capital gains tax rate of 20% plus the
3.8% NIIT). This individual’s net short-term capital gains could
be taxed as high as 43.4% (i.e., 39.6% plus 3.8%). Consequently,
traditional planning strategies involving the timing of your year-end
sales of stocks, bonds, or other securities are more important than ever.
The following are time-tested, year-end tax planning ideas for sales of
capital assets. Planning Alert! Always consider the economics of a
sale or exchange first!
• Planning With Zero Percent Tax Rate For Capital Gains And
Dividends. Longterm capital gains and qualified dividends that
would be taxed (if ordinary income) in the 15% or lower ordinary
income tax bracket, are taxed at a zero percent rate. For 2015,
taxable income up to $74,900 for joint returns ($37,450 if single)
is taxed at the 15% rate, or below. Tax Tip. Taxpayers who have
historically been in higher tax brackets but now find themselves
between jobs, recently retired, or expecting to report higher-thannormal business deductions in 2015, may temporarily have income
low enough to take advantage of the zero percent rate for 2015. If
you are experiencing any of these situations, please call our firm
and we will help you take advantage of this zero percent tax rate for
long-term capital gains and qualified dividends.
• Timing Your Capital Gains And Losses. If the value of some
of your investments is less than your cost, it may be a good time
to harvest some capital losses. For example, if you have already
recognized capital gains in 2015, you should consider selling
securities prior to January 1, 2016 that would trigger a capital loss.
These losses will be deductible on your 2015 return to the extent of
your recognized capital gains, plus $3,000. Tax Tip. These losses
may have the added benefit of reducing your income to a level that
will qualify you for other tax breaks, such as the: $2,500 American
Opportunity Tuition Tax Credit, $1,000 child credit, $13,400
adoption credit, etc. Planning Alert! If, within 30 days before or
after the sale of loss securities, you acquire the same securities, the
loss will not be allowed currently because of the “wash sale” rules
(although the disallowed loss will increase the basis of the acquired
stock). Tax Tip. If you are afraid of missing an upswing in the
market during this 60-day period, consider buying shares of a
different company in the same sector. Also, there is no wash sale rule
for gains. Thus, if you decide to sell stock at a gain in order to take
advantage of a zero capital gains rate, or to absorb capital losses, you
may acquire the same securities within 30 days without impacting
the recognition of the gain.
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Consider Increasing Withholding If You Expect A 3.8% NIIT
Or A Large Net Capital Gain. If you experience a large net capital
gain this year and/or you have significant investment income that
will trigger the 3.8% NIIT for 2015, you could be subject to an
underpayment penalty if you haven’t adjusted your estimated tax
payments or withholdings to cover the unexpected additional taxes.
However, increasing your withholdings before the end of 2015
may solve the problem. Any income tax withholding (including
withholdings at the end of 2015 from a year-end bonus or an IRA
distribution) is generally deemed paid 1/4 on April 15, 2015; June 15,
2015; September 15, 2015; and January 15, 2016. Therefore, amounts
withheld on or before December 31, 2015 may reduce or eliminate
your penalty for underpaying estimated taxes. Planning Alert! If you
take an IRA distribution and have taxes withheld from the distribution
to avoid an underestimate penalty, you must roll the distribution
(unreduced by the withheld taxes) into an IRA within 60 days of the
distribution to avoid paying taxes (and possibly a 10% penalty) on the
IRA distribution. You are allowed to take a distribution from an IRA
and roll it over into a new IRA, only one time per year (beginning
with the date you received the distribution). Caution! If you used
this withholding technique last year by having taxes withheld from
an IRA distribution in 2014, be very careful that you do not violate
the one-rollover-per-year rule if you plan to use this technique again
this year. Please call our firm before you initiate an IRA distribution in
order to increase your tax withholdings.

Final Comments
Please contact us if you are interested in a tax topic that we did
not discuss. Tax law is constantly changing due to new legislation,
cases, regulations, and IRS rulings. Our firm closely monitors these
changes. In addition, please call us before implementing any planning
ideas discussed in this letter, or if you need additional information.
Note! The information contained in this letter represents a general
overview of tax developments and should not be relied upon without
an independent, professional analysis of how any of the provisions
discussed may apply to a specific situation.
Disclaimer: Any tax advice contained in the body of this material
was not intended or written to be used, and cannot be used, by the
recipient for the purpose of promoting, marketing, or recommending
to another party any transaction or matter addressed herein. The
preceding information is intended as a general discussion of the
subject addressed and is not intended as a formal tax opinion. The
recipient should not rely on any information contained herein without
performing his or her own research verifying the conclusions reached.
The conclusions reached should not be relied upon without an
independent, professional analysis of the facts and law applicable to
the situation.

Tax Tidbits
F.I.C.A. Wages and Self-Employment Earnings		
The amount of wages subject to FICA tax at 6.2% (12.4% if self-employed) for
2016 is $118,500 (the same as in 2015). The FICA-Medicare Tax of 1.45% (2.9%
if self-employed) continues to apply to all wages and self-employment income.
			
Additional Medicare Tax Withholding
There is an additional .9% medicare tax that employers must withhold on
employee wages in excess of $200,000. There is no employer share.		
			
Social Security Earnings Limit				
There is a limit on how much you can earn and not affect your Social Security
benefits, if you are under normal full retirement age. That limit for 2016 is
$15,720. Earn more than this and your benefits are cut $1 for every $2 earned
above the limit. The limit for 2015 was the same at $15,720.

Standard Mileage Rates (Cents Per Mile)

2015
57.5
14
23
23

Business
Charitable
Medical
Moving

2016
TBD
TBD
TBD
TBD

Retirement Plan Limits
2015
$5,500
1,000
53,000
18,000
6,000
12,500
3,000
53,000
265,000

IRA
IRA catch-up (age 50+)
SEP maximum contribution
401(k) 403(b) employee
401(k) 403(b) catch-up
Simple 408(p)(2)(E)
Simple 408(p)(2)(E) catch-up
Defined Contribution Limit
Annual Compensation Limit

Estate and Gift Tax Lifetime Exemption
2011
2012
2013
2014
2015
2016

$5,000,000
$5,120,000
$5,250,000
$5,340,000
$5,430,000
$5,450,000

2016
$5,500
1,000
53,000
18,000
6,000
12,500
3,000
53,000
265,000

		

(35% rate for amount over $5,000,000)
(35% rate for amount over $5,120,000)
(40% rate for amount over $5,250,000)
(40% rate for amount over $5,340,000)
(40% rate for amount over $5,430,000)
(40% rate for amount over $5,450,000)

Standard Deductions
2015
$12,600
12,600
9,250
6,300
6,300
1,050
1,250 – 1,550

Married Filing Joint
Surviving Spouse
Head of Household
Single
Married Filing Separately
Dependent
Add if Blind/+65

2016
$12,600
12,600
9,300
6,300
6,300
1,050
1,250 – 1,550

Tax Tables
2015 Married Filing Joint And Surviving Spouses
Taxable Income
Over
$0

But Not Over
$18,450

% on
Tax Is + Excess
$0
10%

Of The
Amount Over
$0

18,450

74,900

1,845

15%

18,450

74,900

151,200

10,313

25%

74,900

151,200

230,450

29,388

28%

151,200

230,450

411,500

51,578

33%

230,450

411,500

464,850

111,324

35%

411,500

464,850

–––––––—

129,997

39.6%

464,850

% on
Tax Is + Excess
$0
10%

Of The
Amount Over
$0

2015 Single
Taxable Income
Over
$0

But Not Over
$9,225

9,225

37,450

923

15%

9,225

37,450

90,750

5,156

25%

37,450

90,750

189,300

18,481

28%

90,750

189,300

411,500

46,075

33%

189,300

411,500

413,200

119,401

35%

411,500

413,200

–––––––—

119,996

39.6%

413,200

Net Investment Income Tax
			
Net Investment Income Tax is an additional tax of 3.8% imposed on taxpayers
Gift Tax Annual Exclusion
earning more than established threshold amounts(see table below). The tax is in
The gift tax annual exclusion for 2016 will be $14,000 per donee. There is no
addition to any regular income taxes. The tax is calculated by multiplying the
change from 2015. The exclusion is $28,000 per donee for married couples that
elect split gifting.							3.8% tax rate by the lower of:						
1. net investment income for the year; or				
		
2. modified adjusted gross income over a certain threshold amount.
IRS Approved Per Diem Rates			
As of 10/05/15 the “high” & “low” cost per diem allowances for 2016 are:
1. Net Investment Income for the purposes of calculating the net investment
Low cost of $57 for meals and incidentals, $128 for lodging, for a total of $185.
income tax generally includes interest, dividends, capital gains, annuities, royalties,
High cost of $68 for meals & incidentals, $207 for lodging, for a total of $275.
rents, and passthrough income from a business if you are a “passive” owner.		
			
Capital Gains and Qualified Dividend Rates
2. Modified Adjusted Gross Income thresholds for the net investment income
For the 0% to 15% ordinary-income brackets, the tax rate on long-term capital
tax are:					
gains and qualified dividends is zero for 2015. For the 25% to 35% tax brackets,
$250,000 for married filing joint filers and qualifying widows or widowers;
the long-term capital gains and qualified dividends tax rate is 15%. For taxpayers
$200,000 for single and head of household filers; and		
in the 39.6% tax bracket, the long-term capital gains and qualified dividends tax
rate is 20%.							$125,000 for married filing separately filers.		
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Time flies when you are having fun! I must be
having a blast because it seems like I am writing
these holiday messages more often than in
the past.

Happy
Holidays

The year 2015 will always be a special year for me,
both personally and professionally. My daughter, Louise,
was married on May 9th to Steven Oliver. We spent nearly nine
months preparing for this incredible day and we were blessed with
great weather and many friends and family. Walking my daughter
down the aisle ushered in emotions that I have never felt before.
We all had a great time.
On the work front, we started the year updating our strategic plan.
This was so important because we had not done this in a few years
and it served to get all of us headed in the same direction. We had
identified several smaller firms that we wanted to start a dialogue
with and one of those firms was E. W. McKean & Associates and,
effective September 1st, we merged the McKean firm into Crow
Shields Bailey. This is such a great union because they have some
really talented professionals along with some terrific clients.
We have engaged in conversations for several years that we were
growing to the size that it might be timely to explore the options
of joining an alliance or network of CPA firms. We discussed the
advantages of moving forward at the strategic planning meeting.

We officially joined the McGladrey Alliance on
November 1st. This alliance provides us with
tools and resources to better serve our clients and
to provide the necessary training and a world of
opportunities for all of our team members.

So, as you can imagine, the office has been humming with
activity. We welcomed all the McKean team members after they
survived the last tax deadline on October 15th. We then moved to
the “alliance mode” and went through orientation and specialized
training for our tax team. Our audit team will be trained next year
after we complete our peer review. Last month, I attended the
Southeast Managing Partner Roundtable in Sea Island, Georgia and
learned so much from others that do what I do every day.
Our firm continues to grow. This must happen if we are to
continue to serve the needs of our clients and to provide our
young professionals with the opportunity to rise to the top.
We shall never desire to be the biggest, just the best!
As the Christmas Season approaches, we continue to count our
blessings and to give glory to the God who created us all. Our entire
team wishes you and your family happy holidays, Merry Christmas
and a prosperous New Year!
Kenny Crow

