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Year-End 2014 
Dear Clients and Friends, 

Once again a new year is behind us and income taxes are coming. Added to the already 
complicated rules that taxpayers must deal with are the provisions in the Affordable Care Act; 
which start to significantly affect taxes this year.  
Many tax provisions have expired.  These include the teacher supplies, college tuition credits, and 
forgiveness of mortgage debt which will now be treated as cancellation of debt income. Congress 
continues to discuss last minute income tax bills as of the date of this letter, and you can be assured 
we stay abreast of all the latest changes as they occur. There is optimism that many of these 
provisions will be extended by congress for 2014; we will keep you updated as changes occur. 

Fox Peterson continues to grow and we are excited to announce the addition of Loran Wimmer, 
CPA to our group of tax professionals. Loran joined us in October 2014 and we welcome him and his 
clients to our firm. 

This letter is intended to urge you to set aside time to do some year-end tax planning. Now is the 
ideal time to review your 2014 tax picture and to consider actions you can take before year-end to 
minimize your taxes. If you have questions or if you would like to arrange a year-end tax review, 
please contact your current CPA.  

Our website, www.foxpeterson.com, is full of helpful tax information and our annual tax organizers 
are available to help individuals and businesses better prepare for the coming tax season. Our blog 
is updated weekly with up-to-date information on these developing matters. We would love to sit 
down with you and discuss any of the issues included in this letter.  
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NOTE: This newsletter is issued annually to provide you with information about minimizing your taxes. Do not apply 
this general information to your specific situation without additional details. Be aware that the tax laws contain varying 
effective dates and numerous limitations and exceptions that cannot be summarized easily. For details and guidance in 
applying the tax rules to your individual circumstances, please contact us. 
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Do year-end planning to cut your 2014 taxes 
Tax planning may seem too difficult in the current political and economic environment. But 
reviewing your tax situation before the end of 2014 will position you to act quickly when the 
timing is right. Rules are constantly changing, but you can be sure we will keep up with all the 
latest changes as they occur. 

Bunch your deductions 
Taxpayers can hop in and out of the standard deduction from year to year. Bunching means 
you concentrate itemized deductions into the year offering the most tax benefit and claim the 
standard deduction in alternate years. Deductions that can be accelerated into 2014 include: 

• Medical expenses and elective procedures 
• Cash and noncash charitable donations 
• Mortgage interest 
• State and local income taxes 

For additional information or tips on how or why to accelerate 
these payments into 2014 please contact us. 

Set up a retirement plan 
When you have a business, contributions to a self-employed 
retirement plan reduces your AGI. Depending on the plan you 
choose, you can set up the paperwork before year-end and 
make contributions by the due date of your 2014 tax return. 

Roth IRA Conversions 
There are also many “experts” who advise taxpayers to convert retirement accounts into Roth 
IRAs. While there are a number of advantages to conversions, there are an equal number of 
disadvantages that carry major tax consequences. Please do not convert your accounts in 2014 
without coming into see us for an appointment to discuss these positives and negatives. 

Manage asset policies 
Another tax-saving suggestion for your business is to review your asset management policies. 
The following are the developing issues for tax year 2014 you need to be aware of: 

• Section 179 expensing deduction was reduced to $25,000 for 2014 
• The 50% bonus depreciation provision expired in 2013 
• New repair and capitalization regulations changed the thresholds for writing off repairs 

and maintenance 
 

 



 

Eight more ways to cut your taxes 
If you're looking for ways to cut your 2014 tax bill, you might check out the following 
suggestions to see if any fit your individual situation. But hurry; there's not a lot of time left in 
2014 to make a difference in the taxes you'll pay this year. 

1. Consider a health savings account (HSA). Investing in an HSA gives you a current-year 
tax deduction while providing a savings account to use to pay out-of-pocket medical expenses 
currently or in the future. An HSA is NOT a "use it or lose it" plan. Any funds in the plan at 
year-end can be used in future years. And be aware that you can fully fund your HSA up to 
April 15 of the following year. An individual can contribute $3,300 for 2014 and $3,350 in 
2015. A family can contribute $6,550 in 2014 and $6,650 in 2015. These amounts increase by 
$1,000 if you are age 55 or older. 

2. Beat the "kiddie tax." Instead of transferring assets to your children to save for future 
education expenses, consider contributing to a 529 plan, which can limit exposure to the 
"kiddie tax" on unearned income. 

3. Use the new "streamlined" home-office rules. Many 
self-employed taxpayers declined to claim the home-office 
deduction because it was so complicated to compute. Now the 
deduction has been streamlined: It allows those who qualify to 
deduct $5 per square foot of a home office, up to a maximum 
of 300 square feet or $1,500. 

4. Use this year's annual gift tax exclusion. Finalize any 
annual gifts you're making for 2014 by December 31, 2014. 
There is no gift tax on gifts of up to $14,000 per recipient. 
Married couples can make joint gifts of up to $28,000 per 
recipient. 

5. Use your credit card to pay tax-deductible 
expenses by December 31 if you're short of cash. You can deduct the expenses on your 2014 
return even though you pay your credit card bill in 2015. 

6. Check dependent status. Keep your college student qualified as your dependent by 
meeting the "support" test. Generally, your child cannot provide over one-half of his or her 
own support during the year. Add up funds your child received from work, student loans, and 
other sources of income. Do you need to increase your level of support before year-end in 
order to claim the exemption? 

7. If you're required to take distributions from your retirement plan, do so by December 
31 or you face a 50% penalty. If you just turned 70½ this year, you could wait until April 1, 
2015, to take a first distribution. 

8. Check your basis in an S corporation. If you are an S corporation shareholder, your 
basis in the company will determine whether you can deduct current-year losses or not. 
Review your basis now to give yourself time if necessary to re-establish basis and avoid 
surprises at tax-filing time. 



 

Additional Tax Information 
Affordable Care Act 

All Americans will be affected in some manner by the Affordable Care Act from 2010 (some call 
it Obamacare). There are five new tax forms that were released by the IRS as a result of this 
act for 2014, and we will need copies of these forms to prepare your 2014 return. There will 
also be a number of additional questions we are required to ask about insurance coverage so 
we can help you avoid any penalties for failure to have health insurance. The 2014 Form 1040 
has a new line for reporting the “individual responsibility payment.” The amount you’ll report 
on your 2014 tax return is the greater of $95 per adult and $47.50 per child, up to a 
maximum family penalty of $285, or 1% of your "household income formula." In 2015 the 
penalties increase to the greater of $325 per adult ($162.50 per child) for a maximum of 
$975, or 2% of household income. 

Children/Student Tax Returns 

Under absolutely no circumstances can you allow your dependent children or college students 
to file their own returns this year. We must file their return because of the Affordable Care Act. 
Allowing a child to file their own return, particularly a student, can cost the child and parent 
literally thousands of dollars in Health Care 
penalties and/or credits. 

Benefit Plans 

Many key dollar limits on retirement plans 
will be a bit higher next year: 

• Maximum 401(k) contribution rising 
to $18,000 ($17,500 in 2014 & 
2013) 

• Ceiling on SIMPLEs will increase to 
$12,500 or $15,500 for individuals 
50+ in 2015 

• Maximum 2014 SEP contribution is 
either $52,000 ($53,000 for 2015) 
or 25% of the employee’s salary, whichever is smaller. 

• Roth IRA contribution phase outs begin at AGIs of $183,000 to $193,000 for couples 
and $116,000 to $131,000 for singles 

• Regular IRA contribution phase outs begin at AGIs of $98,000 to $118,000 for couples 
and $61,000 to $71,000 for singles 

• IRA and Roth contribution limits have been set at $5,500 ($6,500 for those 50 and up) 
since 2013 and will remain through 2015. 

Charitable Deductions 

ALL Deductions of any amount must have a receipt. Any individual contribution over $250 
must also have an acknowledgement letter from the charity with the date and amount of 
contribution. It should also state that no goods or services were received in return for the 
contribution. 

 

 



 
Mortgage Interest 

Individuals will need to provide Form 1098 to be able to claim a deduction for mortgage 
interest paid. Additionally we need copies of any HUD-1 forms received in the purchase or 
refinance of your residence or rental property. 

Rental Property 

If you own rental property, this year the IRS has demanded substantially more information. 
We now need, FOR EACH PROPERTY SEPARATELY, the physical location, the type of property 
(single-family, duplex, etc), and Forms 1099-K received, and a record, by property, of the 
number of days rented and the number of days used for personal purposes. See our Real 
Estate Rentals Tax Organizer for help. 

Net Investment Income Surtax 

There is a relatively new tax that went into effect Jan 1, 
2013 that applies at a rate of 3.8% to the net investment 
income of individuals above certain threshold amounts. The 
threshold is $250,000 for married filing jointly, $125,000 for 
married filing separate, and $200,000 for single individuals. 
This tax applies to the lower of total net investment income 
for the year or Modified Adjusted Gross Income over the 
applicable threshold. 

Additional Medicare tax 

2013 was also the first year for the Additional Medicare Tax 
that applies to wages, compensation, and self-employment 
income above the threshold. The rate is 0.9% and the income thresholds are the same as the 
Net Investment Income Tax. Withholding begins when earnings exceed $200,000, regardless 
of marital status, and is not imposed on the employer. 

Additional information available at foxpeterson.com 

• Additional information regarding the Affordable Care Act for individuals and businesses 

• Tips on tax recordkeeping 

• 2014 Individual, Business, Rental, and Farming Tax Organizers 

• Income tax refund statute of limitations 

• Higher Education Tax Credits 

• See our other “Content Cards” that cover issues such as home office deductions, 
charitable donation substantiation, business travel, business meals & entertainment, 
and rules on whether your worker is an independent contractor or an employee. 

 

 

 
 
 

NOTE: This newsletter is issued annually to provide you with information about minimizing your taxes. Do not 
apply this general information to your specific situation without additional details. Be aware that the tax laws 
contain varying effective dates and numerous limitations and exceptions that cannot be summarized easily. For 
details and guidance in applying the tax rules to your individual circumstances, please contact us. 
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Business Planning Letter 
There are many new and pending changes for the upcoming tax season, and some of them will 
be particularly important for small businesses. This letter is to help business owners be 
proactive with their business strategies and minimize taxes. Here are a few upcoming issues to 
be aware of as small business owners looking to stay ahead of the curve.  

Affordable Care Act. The number of employees in your business will affect what you need to 
know about the Affordable Care Act. Beginning Jan 1, 2015, “Applicable Large Employers” are 
required to offer affordable health coverage that provides minimum value to their full-time 
employees and their dependents or they may be subject to an employee shared responsibility 
payment. Additional laws are being put in place that will require employers to report to the IRS 
information about health care coverage provided to full-time employees. 

Health Insurance Payments. There are also rules developing 
under the Affordable Care Act and ERISA with regards to the 
reimbursement of employees for payment of their health 
insurance premiums. The rules are changing for how employers 
are to pay health insurance premiums for their employees. If 
these payments are handled incorrectly it can result in penalties 
of $100 per day per employee starting Jan 1, 2014. 

Additional Depreciation Changes. In addition to the 
elimination of the special bonus depreciation rules and the 
tentative reduction of Section 179 deductions down to $25,000, 
there are new rules with regards to capitalization and repairs of 
assets. The IRS has finally established a threshold of $500 as 
the minimal amount that may be written off by a business as immaterial. This requires 
businesses to create a repairs and capitalization policy, and then elect to expense items under 
this threshold. The election must be made annually and attached to the tax return.  

Start a retirement plan. If you are finally getting into the black and still don’t have a 
retirement fund, now’s the time to start one. There are a wide range of tax deductible 
retirement vehicles from individual 401(k) plans to SEP IRAs to SIMPLE plans that may or may 
not require you to include employees in the plan. Consult with your CPA and financial advisor 
to determine what kind of plan best suits your needs. 

Analyze Your Legal Structure. Take time to evaluate whether your business is operating 
optimally in its existing entity structure. You may have started out as a sole proprietorship 
(Schedule C) and have outgrown it. The tax savings outweigh the additional paperwork and 
fees required.  

Consider shifting income. There are planning strategies to help reduce taxes on both your 
business and personal returns. These strategies include: 

• Cash method taxpayers can shift income and expenses by delaying when invoices are 
sent out and accelerating the payment of January’s expenses. 

• Hiring family members and paying them a reasonable – and deductible - salary.   
• Gifts of up to $14,000 per person may be made before year-end and incur no income, 

gift, estate, or generation-skipping taxes. 

Business owners who assess matters before year end have many more tax-reduction strategies 
as their disposal than those who wait until after the start of the tax season. These are just a 
few of the tax planning opportunities available for 2014. To discuss the tax-cutting options 
suited to your individual circumstances, call us to schedule a year-end tax review. 
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