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Our 30th Anniversary Celebration was captured by Jeff Tesney.

This fall, Crow Shields Bailey P.C. celebrated three decades of serving our Gulf Coast community
by hosting a 30th Anniversary Celebration at GulfQuest Maritime Museum with our valued family,
friends and clients.

Team members from our three office locations joined together with more than 400 guests on
Sept. 29, 2016 for a night of fellowship and networking overlooking Mobile Bay.

The sunset and beautiful GulfQuest Museum set the stage for an evening to remember, accompanied
by local hors d’oeuvres including seafood gumbo, fried Gulf shrimp, Conecuh sausage and pecan bites
catered by Brady and Rob Berglin.

In addition to celebrating our anniversary, Crow Shields Bailey Managing Partner Kenny Crow
made a special address to the crowd, recognizing Vivian (Jo) Chateau’s retirement, Barb Frerman’s
30-year dedication to the firm and Deborah Fisher’s 18 years of managing the firm’s operations,
talent recruitment, marketing and administration.

Continued on Page 3



Our Vision

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.

Audit Team

Abby Roveda.........ccooieiiiiiiiiiiiiciiececce abbyr@csbcpa.com
Colleen Dicks ...colleend@csbcpa.com
Colleen Keleher..........cccoooioviiiiiiiiiiiiieii, colleenk@csbcpa.com
Gray McDermott .......coeeieiiiiiiiiiiiiiiciecce, graym@csbcpa.com

Hope Hickman..... ... hopeh@csbcpa.com

Tax Team

EMmMa Ard.....cooooiiieeeeeee e emmaa@csbcpa.com
Andrew Bailey... ..andrewb@csbcpa.com
Blake LaMont.........ooooviiiiiiiiicieeeeeeeeeeeeeee e blakel@csbcpa.com
Cindy Rathle .......ccooviiiiiiiiiiicc cindyr@csbcpa.com

Debbie Schoppert... ...debbies@csbcpa.com

Hunter Young ...... . huntery@csbcpa.com Emma Ard................ ....emmaa@csbcpa.com
Joey Bailey ..o joeyb@csbcpa.com Gina McKellar... e ginam@csbcpa.com
Katie Coulter .......... .... katiec@csbcpa.com John Gafford .... s johng@csbcpa.com
Katie Prendergast... ....katiep@csbcpa.com John Shields......... e johns@csbcpa.com
Kirsten Sokom ..o kirstens@csbcpa.com Kristi Daughtery..........ccoccoiiiiiiiiiiiiiiiiccccceeen kristid@csbcpa.com
RN TUIANET aocoocomsossocosmsoomsommnssossmsmonsonsosonmoms riant@csbcpa.com L@l BIUIAN concocsomomomaconsoasonssomsoascommasssomsosscososasomsoomss lorib@csbcpa.com
Scott Eastman......... ....scotte@csbcpa.com Nikki Allen ........ ...nikkia@csbcpa.com
Vivian Jo Chateau........ccoccoioiiiiiiiiiiiiin vivianjoc@csbcpa.com Ryan Damrich ...... e ryand@csbcpa.com
Sherri Deighton ... e sherrid@csbcpa.com
Bookkeeping Team Teresa Ernest ....uuuiiieeieiiiiiiiee e teresae@csbcpa.com
Cheryl Corey.....ccooviiiiiiiiiiiiiiciiccec cherylc@csbcpa.com ) . .
Jeannie Biggs...... jeannieb@csbcpa.com Firm Administration
Kay Reed ... kayr@csbcpa.com Barb Frerman............cocooooiiiiii barbf@csbcpa.com
La Nette Caskey .......ccccoveiiiiiiiiiiciccecece lanettec@csbcpa.com Deborah Fisher deborahf@csbcpa.com
Rita Evans ..o ritae@csbcpa.com
Support Team
Business Development Team Diana Moore.........coocuiiiiiiiiiiiiiiciccccee dianam@csbcpa.com
Kenny Crow .......cccieiiiniiiiiiiiiiiicieiecccecae kennyc@csbcpa.com Jenna Summersell ... jennas@csbcpa.com
Shirley Sheffield...........cccociiiiiiiiiniiicice shirleys@csbcpa.com
Mobile Office Daphne Office Gulf Shores Office [i Facebook.com/CSBCPA
(251) 343.1012 (251) 621.1106 (251) 968.4337

m» Linkedin.com/company/crow-shields-bailey-pc
[Z] CSBcpa.com

(800) 347.8583 Toll Free
(251) 343.1294 Fax

(800) 347.8583 Toll Free
(251) 621.1108 Fax

(800) 347.8583 Toll Free
(251) 968.8995 Fax

Tax Time Reminder

With the end of 2016 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 2016 tax situation and prepare a
tax savings strategy?
Make an appointment with us today!

Mobile Office
(251) 343.1012

Gulf Shores Office
(251) 968.4337

Daphne Office
(251) 621.1106

(800) 347.8583 Toll Free
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Reflecting on the firm’s humble beginnings, Kenny showed As we look forward to continuing to Reach Beyond the Numbers
appreciation for the clients that trust and value our work, committed ~ to serve the Gulf Coast community, we invite you to explore

team that brought CSB’s vision to life, and people behind the scenes CSB’s newly launched website, www.csbepa.com, to learn more
who make it all work every day. Thirty years later, CSB has had about our firm’s culture, growing team and accounting and financial
the opportunity to join the premiere RSM US Alliance, employ consulting services.

45 professionals, expand our office footprint across the Gulf Coast
and be named the 20th largest accounting firm in the state by
Business Alabama.

This milestone could not have been possible without the continued
support of our families, friends and clients who have helped contribute
to our success over these past three decades.

Family, friends and clients gathered for fellowship
and networking at our 30th Anniversary Celebration
at GulfQuest Maritime Museum.
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Brady and Rob Berglin catered a delicious spread of local
favorites including fried Gulf Shrimp, Conecuh sausage,
pecan bites and more.
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CSB’s Managing Partner, Kenny Crow, spoke to the crowd on the firm’s humble beginnings and growth over 30 years.
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Team Member

Adron and Nikki Allen welcomed
their son, William “Rex,” on July

Ist at 8:17pm. He weighed 8 Ibs.,
2 oz. and was 20.75 inches long.

William “Rex” Allen
David and Abby Roveda

welcomed their son, George
David, on August 22nd at
8:05pm. He weighed 7 Ibs.,

13 oz. and was 20 inches long.

George Roveda dressed as
“Curious George” for his
first Halloween.

George Roveda

Robinson Turner dressed as an

Astronaut for Halloween.

Robinson Turner

Landon Cameron dressed as

Catboy from PJ Masks.

Landon Cameron
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La Nette Caskey’s granddaughter, Bryce,
enjoyed her school Halloween party at W.C.
Griggs. She was a pastel skeleton girl.

La Nette’s
grandson, Zac,
is a freshman at
USA. He plays
the alto sax

for marching
band and the
tenor sax for
symphonic

band.

Steven, Louise Bryce Caskey

Crow Oliver’s husband, just completed
his one-year
dental residency
assignment

with The U.S.
Air Force Academy in Colorado Springs,

Zac Caskey

Colorado. Steven will be serving as Captain
in the USAF for three more years, and
recently received his next assignment at
Aviano Air Base outside of Venice, Italy.
Steven will be practicing general dentistry
for all active duty members and their
families, and the couple will reside in Sacile,
a neighboring town close to base.

New Team Members

Emma Ard joined CSB as an intern in August.
She is a student at the University of South
Alabama and graduates in December.

Katie Prendergast and Katie Coulter joined
CSB in October. They are both staff

accountants

! f .‘L

LES ) on our
Emma Ard

audit team.
Katie P, is an Auburn graduate and
a CPA with one year experience.
She is from Jacksonville, FL. Katie
C. is a recent Alabama graduate,
and passed the CPA exam in
November. She is from

Huntsville, AL.

Katie Prendergast & Katie Coulter

Crow Shields Baileysc



CSB Cares

The CSB team participated in the
Junior Achievement of Mobile Bowling
Classic, a fundraiser and bowling
competition. Junior Achievement
prepares young people to succeed in
a global economy by teaching them
about entrepreneurship, workforce

¥y \ readiness and financial literacy. Our
CSB team at Junior team raised $2,300.
Achievement Bowling Classic
Blake Lamont, John Shields, Henry
Shields, Rian Turner, John Gafford,
Andrew Bailey, Hunter Young and
Scott Eastman represented CSB at
the Fairhope-Point Clear Rotary
Club Sporting Clays Fundraiser.
Proceeds from this event allow the
Rotary Club to help at-risk youth.

¥ i

J_ohn Shields at fundr;'ser

Andrew Bailey and Hunter Young won the Eastern Shore Chamber
of Commerce Young Professionals Cornhole Tournament! This event
raised $1,600 for the Spanish Fort Public Library.

b

Left to right — Blake Lamont, Kirsten Sokom, Hunter Young,
Lauren Cameron, Emma Ard and Andrew Bailey

Kenny joined “Real
Men Wear Pink,” a
group of community
leaders committed
to raising funds

: 5 and awareness for
Left to right- Jenna Summersell, Kenny Crow,

Thomas Russell, Everette Dawkins, Gina McKellar the Making Strides
and Marty Crow Against Breast

Cancer annual campaign. Kenny’s wife, Marty, is a breast cancer
survivor, and this January marks the 10th anniversary of her diagnosis.
Through this experience, Kenny has developed a true passion to end
breast cancer. So far, he has raised $23,200 for cancer research. He is
currently the 3rd highest fundraiser in the state of Alabama, and 6th
in the Nation. His goal is to raise $25,000 by the end of the year.

For our Thanksgiving charity,
we filled food baskets for
families referred to the Child
Advocacy Center (CAC). The
CAC helps victims of child
abuse and the non-offending
parent with counseling and
assistance through the legal

process. We were able donate
enough food for 10 Thanksgiving dinners!

Our “Light the Night”
team raised over $900
for the Leukemia and
Lymphoma Society
and came in 3rd place
for top corporate
fundraisers!

CSB at “Light the Night”

Office Fun

Duck Boat To
Blake Lamont, Andrew Bailey, Kirsten Sokom, Emma Ard, Hunter Young
and Chloe Hill.

Crow Shields Baileysc

ight — Johh Gafford,

We had a great time celebrating Halloween at the office with games,
trivia, and Halloween-themed treats!
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2016 Year-End Income Tax Planning For Individuals

It’s that time of year again. Time to focus on year-end planning
strategies. Year-end planning is particularly important this year given
the large number of recent tax law changes that offer new tax savings
opportunities, in addition to the many “time-tested” tax savings
techniques that continue to apply.

Planning Alert! It seems every year we are faced with a long list of
popular tax breaks that have either recently expired, or are scheduled
to expire in the near future. Fortunately, the PATH Act has made
many (but not all) of these tax breaks permanent. For example,

the following tax breaks that were previously scheduled to expire

are now permanent: Election to deduct state and local “sales” taxes
instead of deducting state and local “income” taxes; Contributions by
individuals who have reached age 70%2 of up to $100,000 from their
IRAs directly to charity without triggering any income tax; Deduction
of up to $250 for qualifying school supplies by school teachers;
Expanded charitable contribution deduction for qualified conservation
easements, and others. Unfortunately however, the PATH Act extends
some tax breaks only through 2016.

We are sending this letter to help you navigate new tax planning
opportunities available to individuals because of recent law changes.
In this letter, we also remind you of the traditional year-end tax
planning strategies that help lower your taxable income and postpone
the payment of your taxes to later years. Tax Tip. Many of the tax
breaks that could reduce your 2016 income tax liability are dependent
on the amount of your adjusted gross income, modified adjusted gross
income, or taxable income. We highlight these income thresholds
prominently in this newsletter.

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
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.

Monitor Status Of Tax Breaks Expiring
After 2016

For over a decade, we have been faced with a long list of popular tax
breaks with set expiration dates. In the past, Congress temporarily
extended the majority of these tax breaks every few years. On
December 18, 2015, the President signed the Protecting Americans
From Tax Hikes Act Of 2015 (PATH Act) which removed the
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expiration dates for several (but not all) of these tax breaks — making
them permanent. However, the following tax breaks were not made
permanent, and are currently scheduled to expire at the end of 2016:
Deduction (Up to $4,000) for Qualified Higher Education Expenses;
Deduction for Mortgage Insurance Premiums as Qualified Residence
Interest; Temporary 10% Credit (With a Life-time Cap of $500)

for Qualified Energy-Efficient Home Improvements (e.g., qualified
energy-efficient windows, storm doors, roofing); Income Exclusion
for Discharge of Qualified Principal Residence Indebtedness; and

The 30% Credit for Qualified EnergyEfficient Fuel Cell Property,
Small Wind Energy Property, and Geothermal Heat Pump Property.
Caution! Although Congress has traditionally extended a majority of
expiring tax breaks in the past, there is no guarantee that it will do so
in the future. Planning Alert! Regardless of how Congress ultimately
addresses these expiring tax breaks, there may be real tax savings
available if you take advantage of these provisions before the end

of 2016.

* Tax Tip. The 30% Residential Energy Efficient Property (REEP)
credit for expenditures for installing certain solar equipment in
your residence does not expire after 2016. More specifically, the
30% REEP credit for “Qualified Solar Electric Property” and
“Qualified Solar Water Heating Property” is not scheduled to
be reduced until after 2019. This 30% credit applies if you install
the qualifying energy-efficient property in or on property located
in the U.S. that you use as a residence. The residence does not have
to be your “principal residence.” So, installations for a second
residence or vacation home may qualify. The 30% credit also applies
to the on-site installation costs. Caution! To take the 30% credit

for 2016, the property must actually be installed no later than
December 31, 2016.

Other Recent Tax Legislation That Could Impact
Planning For 2016

In addition to the PATH Act (mentioned above), over the past 15
months Congress passed several other pieces of legislation containing
a variety of new tax provisions. The following are selected provisions
from this Legislation that are generally first effective in 2016:

Starting In 2016, Taxpayers Must Have Form 1098T In Order
To Claim Education Credits Or Tuition Deductions. Generally,
educational institutions are required to provide Form 1098T to
students and file a copy of Form 1098T with the IRS. This form
contains information regarding the student’s qualifying tuition and
related fees that are used to determine various education-related tax
credits and deductions. Effective for tax years beginning after
June 29, 2015, the Trade Act provides that the following education
tax breaks will not be allowed unless the taxpayer possesses a valid
Form 1098T from the educational institution: 1) The American
Opportunity Tax Credit (up to $2,500 per qualifying student —
generally used for the first four years of post-high school education);

Crow Shields Baileyec



2) The Lifetime Learning Credit (up to $2,000 per qualifying
taxpayer — generally used for graduate school), and 3) The

college Tuition and Fees Deduction (up to $4,000). This new
documentation requirement effectively means that, if you are claiming
any of these education tax benefits, you will need Form 1098-T
before you can claim an education credit or deduction on your
2016 return. Planning Alert! As mentioned previously in this letter,
the American Opportunity Tax Credit (as well as the Lifetime
Learning Credit) is now permanent; however, the Tuition and Fees
Deduction of up to $4,000 is scheduled to expire after 2016.

Enhanced School Teachers’ Deduction. Historically, teachers have
been allowed an “above the line” deduction (with an annual cap of
$250) for various school supplies. However, starting iz 2016, in
addition to allowing teachers a deduction for school supplies, the
PATH Act allows teachers to also deduct (subject to the overall annual
cap of $250) amounts paid for certain professional development
courses. Such courses must be related 1) To the curriculum in

which the teacher provides instruction, or 2) To the students

for which the teacher provides instruction. Before this change, a
teacher’s unreimbursed expenses for professional development were
classified as miscellaneous itemized deductions subject to the 2%
threshold which, many times, caused the teacher to get little or no
tax benefit from the expenditure. Planning Alert! Starting in 2016,
teachers should be aware of this change and retain documentation of
unreimbursed costs they incur for professional development courses.

New Due Date And Allowable Extensions For FinCEN Form 114
(FBAR). Generally, 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 required to file FinCEN Form 114
(“Report of Foreign Bank and Financial Accounts” or “FBAR”).
Previously, the due date for filing this FinCEN Form 114 was June
30 of the year immediately following the reporting year, and no
extensions were available. For tax years beginning after 2015, the
Transportation Act provides that the initial due date for FinCen
Form 114 will be April 15th of the following year (i.e., generally the
same initial due date for your Form 1040). The Act also provides for
a maximum extended due date until the following October 15th.
Planning Alert! According to proposed regulations issued by the
Treasury Department in March 2016, the due date for the 2016
FinCEN Form 114 is April 15, 2017. The proposed regulations

also provide that “extensions to October 15 of the reporting year are
available upon request.” However, the regulations do not say how the
extension is to be requested or whether the extension request will be
automatically approved.

Postponing Taxable Income May Save You
Overall Taxes

Deferring income into 2017 is a good idea if you believe that your
marginal tax rate for 2017 will be equal to or less than your 2016
marginal tax rate. In addition, deferring income into 2017 could
increase various credits and deductions for 2016 that would otherwise
be phased out as your adjusted gross income increases.

Crow Shields Baileyec

Deferring Income Could Help You Stay In Lower Tax Brackets.
Deferring taxable income from 2016 to 2017 may reduce your
exposure to higher tax brackets if, for example: 1) The deferral of
income causes your 2016 taxable income to fall below the thresholds
for the highest 39.6% tax bracket (i.e., $466,950 for joint returns;
$415,050 if single), or 2) As discussed in more detail later, you have
income subject to the 3.8% Net Investment Income Tax (3.8% NIIT)
and the income deferral causes your 2016 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 2017 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 2017. Planning Alert! If you have already
received the check in 2016, 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.

* Installment Sales. If you plan to sell appreciated property in 2016,
you might be able to defer the gain until later years by taking back
a promissory note instead of cash. If you qualify for installment
treatment, the gain will generally be prorated over the term of the
note and is taxed to you as you collect the principal payments.

This is called reporting your gain on the “installment method.”
Planning Alert! Although the sale of real estate and closely-held
stock generally qualify for this deferral treatment, some sales do not.
For example, even if you are a cash method taxpayer, you cannot
use this gain deferral technique if you sell publicly-traded stock or
securities. Also, you may not want to take back a promissory note in
lieu of cash if you believe this reduces your chances of getting paid.
Tax Tip. Since the “installment method” essentially allows you to
spread a single gain over several years, this could cause your income
in the year of sale (and possibly subsequent years) to fall below the
income thresholds that kick in the top 39.6% rate, or the top 20%
capital gains rate. In addition, this could also prevent your income
from exceeding the thresholds for the 3.8% NIIT (discussed in

more detail later).

Tactics For Deferring Income By Delaying Distributions From
IRAs, Etc. Generally, once you reach age 70%2 or if you inherit
someone else’s IRA or qualified retirement plan account, there are
strict rules that require you to begin taking “Required Minimum
Distributions” (RMDs) from the account. However, there are various
ways to delay or defer the RMDs--allowing you to postpone taxable
income. The following are various suggestions for minimizing the tax

impact of RMDs:

* IRA Owners Who Attain Age 70%2 During 2016. If you reached
age 70%2 at any time during 2016, you must begin distributions
from a traditional IRA account no later than April Ist of 2017.

A 50% penalty applies to the excess of the required minimum
distribution (RMD) over the amount actually distributed. In
addition, if you wait until 2017 to take your first payment, you will
still be required to take your second RMD no later than December
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31, 2017, which will cause you to take two payments in 2017. This
“bunching” of the first two required annual payments into one

tax year (2017) could cause your income to be taxed in a higher
tax bracket and, therefore, result in more overall tax than if you
received the first required payment in 2016. Tax Tip. Assuming
you otherwise wish to contribute to a charity, you could avoid being
taxed in 2016 on all or part of an RMD by transferring all or part
of the RMD (up to $100,000) directly to a charity (as discussed
below). If you reached age 70% in 2016, and you own an IRA or
other qualified retirement account, we will gladly help you navigate
these rules to your best advantage.

* Tax-Free IRA Payments To Charities If You Are Age 70%2 Or
Older. For the past several years, we have had a popular rule that
allows taxpayers, who have reached age 70%, to have their IRA
trustee transfer up to $100,000 from their IRAs directly to a
qualified charity, and exclude the IRA transfer from income.
The IRA transfer to the charity also counts toward the IRA owner’s
“required minimum distributions” (RMDs) for the year. If you wish
to contribute to a charity and you are at least 70%, this tax break
effectively allows you to exclude all or a portion of your otherwise
taxable RMDs from taxable income. This, in turn, could allow your
2016 modified adjusted gross income (MAGI) to stay below the
thresholds for various credits and deductions for 2016 that would
otherwise be phased out as your adjusted gross income increases.

In addition, this could potentially reduce the portion of your social
security payments that would otherwise be taxable. Moreover, in
future tax years, this exclusion could reduce the amount of your
Medicare Part B and Part D premiums which generally increase as
your MAGI increases. Tax Tip. To qualify, the check from your
IRA must be made out “directly” to your designated charity. In
addition, if the contribution is $250 or more, you must get a timely,
qualifying receipt from the charity for the charitable contribution.
Good News! Although this provision was previously available only
for a limited number of years, the PATH Act makes it permanent.
Planning Alert! To take advantage of this exclusion for 2016, the
“direct transfer” from your IRA to the charity must be completed
by December 31, 2016. It may take the IRA custodian several days
to complete all the necessary paper work to complete the transfer.
Consequently, you should start the process of transferring the funds
from your IRA to the charity well before December 31, 2016.

* Post Mortem Planning For Retirement Plan And IRA
Distributions. If you are the beneficiary of an IRA or qualified
plan account of someone that has died in 2016, there are certain
planning techniques you should consider as soon as possible.

Tax Tip. If the decedent named multiple beneficiaries or included
an estate or charity as a beneficiary, we should review the situation
as soon as possible to see if there is anything we can do to avoid
certain tax traps. The rules for rearranging IRA beneficiaries for
maximum tax deferral are complicated and are subject to rigid
deadlines. Acting before certain deadlines pass is critical. If the
owner died in 2016, the best tax results can generally be achieved by
making any necessary changes no later than December 31, 2016.
If you need assistance, please call our office as soon as possible so we
can advise you.
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* Rollovers By Surviving Spouses. If an individual over age 70%
died during 2016 and the beneficiary of the decedent’s IRA or
qualified plan is the surviving spouse, and the surviving spouse
is over 59%5, the surviving spouse should consider rolling the
decedent’s qualified plan or IRA amount into his or her name
on or before December 31, 2016. If the decedent’s retirement
account is rolled into an IRA in the surviving spouse’s name before
2017, then: 1) Provided the surviving spouse has not reached age
70%, no distributions are required in 2017, or 2) If the surviving
spouse is at least 70%2, the RMD in 2017 will be determined using
the Uniform Lifetime Distribution Table that results in a smaller
annual required payout. Therefore, converting the account into
the surviving spouse’s name on or before December 31, 2016,
could substantially reduce the amount of the RMD for 2017 where
the decedent was at least 70%5. Planning Alert! If the surviving
spouse is not yet 59%2, leaving the IRA or qualified plan account in
the name of the decedent may be the best option if the surviving
spouse needs to withdraw amounts from the retirement account
before age 59%2. If the account is transferred into the spouse’s name,
and the spouse receives a distribution before reaching age 59%%, the
distribution could be subject to a 10% early distribution penalty.

Taking Advantage Of Deductions

Don’t Overlook “Above-The-Line” Deductions. 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 ne# 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
(discussed in more detail below).

* “Above-The-Line” Deductions. “Above-the-line” deductions
include allowable deductions for IRA or Health Savings Account
(HSA) contributions, health insurance premiums for self-employed
individuals, qualified student loan interest, alimony payments,
moving expenses, 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 2016 — $311,300 for joint returns; $259,400 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-the-
line” deduction).
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* Accelerating “Above-The-Line” Deductions. As a cash method
taxpayer, you can generally accelerate a 2017 deduction into 2016
by “paying” for the deductible item in 2016. “Payment” typically
occurs in 2016 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 (c.g., Visa, MasterCard,
Discover, American Express) in 2016. Caution! If you postdate the
check to 2017 or if your check is rejected, no payment has been
made in 2016. Planning Alert! The IRS says that prepayments of
expenses applicable to periods beyond 12 months after the payment
are not deductible in 2016.

Accelerating “Itemized” Deductions Into 2016. As mentioned
above, although “itemized” deductions (i.c., below-the-line
deductions) do net reduce your AGI or MAGI, they still may provide
valuable tax savings. Itemized deductions generally include charitable
contributions, state and local income taxes (or, alternatively state and
local sales 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 2017

to 2016 are charitable contributions, state and local taxes, and
your January, 2017 home mortgage interest payment. For 2016, 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 2017 itemized deductions into

2016, to be safe, we should calculate your taxes “with and without”
accelerating the deduction so we can determine the AMT impact of
this strategy.

Medical Expenses For Seniors. Generally, you are allowed an
itemized deduction for unreimbursed medical expenses (including
unreimbursed health insurance premiums) only to the extent your
aggregate medical expenses exceed 10% of adjusted gross income
(AGI). However, if either you or your spouse is az least age 65 before
the close of the year, your threshold is 7.5% of AGI instead of 10%
(whether you file a joint return or separate returns). Planning Alert!
After 2016, the threshold for those at least age 65 increases from
7.5% to 10% of AGL. If you or your spouse are age 65 or older and
anticipate more than negligible medical expense in the near future,
consider accelerating as many elective medical expenses (i.e., braces,
new eye glasses, etc.) into 2016 as possible — if this will allow you

to exceed the 7.5% threshold. Waiting until 2017 will require your
medical expenses to exceed the 10% threshold.

Crow Shields Baileyec

Charitable Contributions. If you are planning to contribute to

a charity before the end of this year, and you want a charitable
deduction for 2016, please note that a charitable contribution
deduction is allowed for 2016 if the check is mailed on or before
December 31, 2016, or the contribution is made by a credit card
charge in 2016. Planning Alert! If you merely give a note or a pledge
to a charity, no deduction is allowed until you pay the note or pledge.

* Caution! The IRS regulations provide that you may not take a
deduction for a charitable contribution unless you strictly comply
with the rigid documentation requirements imposed by the Internal
Revenue Code. Over the last several years (including 2016), there
have been a series of Court cases disallowing charitable contribution
deductions because the taxpayer failed to satisfy one or more of
the strict documentation requirements. The IRS and the Courts
have been particularly harsh with respect to taxpayers that fail
the mandatory documentation requirements for contributions of
“$250 or more.” Under this requirement, if you contribute $250
or more (whether by cash, check, charge card, or in property)
to a charity, you are allowed a deduction enly if you receive a
“qualifying written receipt” from the charity by the time you
file your return (a cancelled check is not enough) and the return
is timely filed. The qualifying written receipt must contain the
following information: 1) The amount of cash and a description
(but not value) of any property other than cash you contributed to
the charity, 2) A statement as to whether the charity provided you
with any goods or services in return for your contribution, and 3)
A description and good faith estimate of the value of any goods
or services, if any, the charity provided to you (or, if applicable, a
statement that the goods and services consisted solely of intangible
religious benefits). In addition, for all noncash contributions,
the receipt must contain the date of the charitable contribution,
the location of the contribution, and a description of the property
contributed. Caution! Even for contributions of less that $250
each, you need certain documentation. For cash contributions, you
need a written receipt from the charity. For contributions made by
check, debit card, or credit card, you need either a written receipt
from the charity, a cancelled check, a bank statement, or a credit
card statement.

Maximizing Your Home Mortgage Interest Deduction. If you are
looking to maximize your 2016 itemized deductions, you can increase
your home mortgage interest deduction by paying your January, 2017
mortgage payment on or before December 31, 2016. Typically,

the January mortgage payment includes interest that was accrued in
December and, therefore, is deductible if paid in December. Planning
Alert! Make sure that you send in your January, 2017 mortgage
payment early enough in December for your lender to actually

receive it before yearend. That way, your lender should reflect that

last payment on your 2016 Form 1098, and we can avoid a matching
problem on your 2016 return.
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Tax Planning For Investment Income (Including
Capital Gains And The 3.8% NIIT)

Planning With The 3.8% Net Investment Income Tax (3.8%
NIIT). The 3.8% Net Investment Income Tax (3.8% NIIT) is
imposed on net investment income of higher-income individuals.
This tax applies to individuals with modified adjusted gross income
(MAGI) exceeding the following “thresholds” (which are not
indexed for inflation): $250,000 for married individuals

Sfiling jointly; $200,000 if single; and $125,000 if married
Sfiling separately.

* Net Investment Income. 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 unless the
“passive” income is subject to S/E taxes. This could include income
from an S corporation in which you do not “materially participate”,
income as a limited partner, and rental income. 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 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 the lessee, the rental income may be
exempt from the 3.8% NIIT. If you believe you may qualify for one
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 2016
to avoid “passive” income classification, and thus, reduce your

exposure to the 3.8% NIIT.

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 2016, taxable
income up to $75,300 for joint returns ($37,650 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-than-normal business
deductions in 2016, may temporarily have income low enough to take
advantage of the zero percent rate for 2016. 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. Planning Alert! The zero percent rate for long-
term capital gains and qualified dividends is particularly important to
lower-income retirees who rely largely on investment portfolios that
generate dividends and long-term capital gains. Furthermore, gifts
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of appreciated securities to lower-income family members who then
sell the securities could reduce the tax on all or part of the gain from
as high as 23.8% to as low as zero percent. Caution! If the donee

is subject to the so-called kiddie tax, this planning technique will
generally not work.

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 2016, you should consider selling securities
prior to January 1, 2017 that would trigger a capital loss. These
losses will be deductible on your 2016 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, $13,460 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 7o 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.

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 of the 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.

Crow Shields Baileyec



EF IS e 7 Al T I N . L
&) Tax Tidbits

F.I.C.A. Wages and Self-Employment Earnings Standard Deductions

The amount of wages subject to FICA tax at 6.2% (12.4% if self-employed) 2016 2017
for 20 107 is $137,.200 ($8,700 increase .from 2016). The FICA-Medicare Tax Married Filing Joint $12,600 $12,700
:;fl_f;ﬁogiftlifnsii:employed) continues to apply to all wages and Surviving Spouse 12,600 12,700
' Head of Household 9,300 9,350
Additional Medicare Tax Withholding Single 6,300 6,350
There is an additional .9% medicare tax that employers must withhold on Married Filing Separately 6,300 6,350
employee wages in excess of $200,000. There is no employer share. Dependent 1,050 1,050
Add if Blind/+65 1,250 - 1,550 1,250 - 1,550

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 2017 is Tax Tables

$16,920. Earn more than this and your benefits are cut $1 for every $2 earned 2016 Married Filing Joint And Survivina S

above the limit. The limit for 2016 was $15,720.

Taxable Income

Standard Mileage Rates (Cents Per Mile) % on Of The
2016 2017 Over But Not Over TaxIs + Excess Amount Over
Business 54 TBD $0 $18,550 $0 10% $0
Charitable 14 TBD 18,551 75,300 1,855 15% 18,550
Medical 19 TBD 75,301 151,900 10,368 25% 75,300
Moving 19 EE 151,901 231450 29,518 28% 151,900
231451 413350 51752 3% 23140
2016 2017 413,351 466,950 111,819 35% 413,350
IRA $5,500 $5,500 466,951 — 130579 39.6% 466,950
IRA catch-up (age 50+) 1,000 1,000
SEP maximum contribution 53,000 54,000
401(k) 403(b) employee 18,000 18,000 Taxable Income
401(k) 403(b) catch-up 6,000 6,000 % on Of The
Simple 408(p)(2)(E) 12,500 12,500 Over  But Not Over Taxls + Excess Amount Over
Simple 408(p)(2)(E) catch-up 3,000 3,000 $0 $9.275 $0 10% $0
Defined Contribution Limit 53,000 54,000 9,276 37,650 928 15% 9,275
Annual Compensation Limit 265,000 270,000 37,651 91,150 5,184 25% 37,650
91,151 190,150 18,559 28% 91,150

Estate and Gift Tax Lifetime Exemption
190,151 413,350 46,279 33% 190,150

2012 $5,120,000 35% rate for amount over $5,120,000
2013 $5,250,000 40% rate for amount over $5,250,000 413,351 415,050 119,935 35% 413,350
415,051 _— 120,530 39.6% 415,050

(
(
2014 $5,340,000 (40% rate for amount over $5,340,000
(
(
(

2015 $5,430,000 40% rate for amount over $5,430,000
2016 $5,450,000 40% rate for amount over $5,450,000 Net Investment Income Tax
2017 $5,490,000 40% rate for amount over $5,490,000

Net Investment Income Tax is an additional tax of 3.8% imposed on taxpayers

Gift Tax A | Exclusi earning more than established threshold amounts (see table below). The tax is
ift Tax Annual Exclusion

The gift tax annual exclusion for 2017 will be $14,000 per donee. There is no
change from 2016. The exclusion is $28,000 per donee for married couples that

in addition to any regular income taxes. The tax is calculated by multiplying the
3.8% tax rate by the lower of:
1. net investment income for the year; or

elect split gifting. 2. modified adjusted gross income over a certain threshold amount.

IRS Approved Per Diem Rates 1. Net Investment Income for the purposes of calculating the net investment

As of 10/01/16 the “high” and “low” cost per diem allowances for 2017 are: income tax generally includes interest, dividends, capital gains, annuities, royalties,
Low cost of $57 for meals and incidentals, $132 for lodging, for a total of $189. rents, and passthrough income from a business if you are a “passive” owner.

High cost of $68 for meals & incidentals, $214 for lodging, for a total of $282.

2. Modified Adjusted Gross Income thresholds for the net investment income
Capital Gains and Qualified Dividend Rates tax are:
For the 0% to 15% ordinary-income brackets, the tax rate on long-term capital $250,000 for married filing joint filers and qualifying widows or widowers;
gains and qualified dividends is zero for 2016. For the 25% to 35% tax brackets, $200.000 for single and head of household filers: and
the long-term capital gains and qualified dividends tax rate is 15%. For taxpayers ’ & ’
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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2016 has wrought its own set of unique challenges. A good

friend recently told me he promotes challenges in his life
because they serve to keep him focused and motivated.
Although I am inspired by his perspective, it is sometimes
difficult to appreciate adversity when you are in the thick
of it all.

Our country is facing many challenges which make it clear
we are divided on many issues. Because of these challenges,
many businesses are fighting for survival and finding it
difficult to tread water with never-ending regulations
imposed on them. As neighbors, businesses and friends,
we have learned the only way to continue growing is
working together to appreciate diverse opinions and
unique strengths.

From a local standpoint, we should be more proud
than ever to say we live on the Gulf Coast as economic
development continues to rapidly grow in the Mobile and

Baldwin County areas. I am inspired to see our business

community and local elected officials working together
to maximize our potential. This growth creates more jobs
to offer our children and grandchildren, welcoming them
back to the Mobile area to work and raise their families
with a bright, promising future ahead.

Crow Shields Bailey is excited to continue growing with
our region. Throughout our recruitment efforts, we make
it a priority to communicate CSB’s commitment to
investing in our practice, people and services to facilitate
better client service and provide our team with rewarding
career opportunities. As always, our goal is not to be the
biggest, but the best.

As the fall season turns the page toward Christmas, we
pause to reflect and thank God for all our blessings. Our
entire team wishes all of you Happy Holidays, a Merry
Christmas and prosperous New Year!

Kenny Crow
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