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Every New Year seems to usher in a host of new. and confusing
tax laws. Get prepared for tax season by familiarizing yourself

with these 10 new rules plus 10 tips on-how to work with them.
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2. Adjustments to PEP and Pease

The limitations to itemized deductions (the
Pease limitations) and phase outs for personal
exemptions (PEP) will affect individuals with
incomes of $258,250 or more, and married
couples with $309,900 or more in income. The
personal exemption amount will phase out
completely at $380,750 in income ($432,400 for
married couples filing jointly).

Tip: Review with your tax preparer possible
credits and deductions. For example, if you have
college-aged students, the American Opportunity
Tax Credit will allow you to claim up to $2,500 in
qualified expenses in 2015 (a tax credit which will
reduce your tax bill dollar for dollar). You also
may be able to deduct state and local taxes for the
purchase or lease of a vehicle, the purchase of a
boat or aircraft, or the purchase or renovation of a
home.

3. Contribution limits for retirement plans rise

For retirement plan savers, contribution

limits are rising in 2015. Individuals making
contributions to 401(k)’s, 403(b)’s, and 457 plans
can contribute $18,000, plus another $6,000

if age 50 or older. These limits increased from
$17,500 with a $5,500 catch-up contribution in
2014.

For SEP IRA’s and solo 401(k)’s, the'eontribution
limit rises from $52,000 to $53,000'and SIMPLE
IRA’s have risen from $12,000 to $12,500, plus a
$3,000 catch-up contribution.

Traditional and Roth:IRA limits remain
unchanged at $5,500, plus a $1,000 catch-up
contribution.

Tip: Meet'with,your human resources department
and-adjust your payroll deductions to ensure

you are maximizing your contributions to your
employer-sponsored retirement savings vehicles.

4. Traditional IRA deductibility and Roth IRA eligibility
limits widen

For traditional IRA savers who are covered

by workplace retirement plans and filing
single or as head of household, deductions for
contributions are phased out between $61,000
and $71,000 (up from $60,000 and $70,000 in
2014).

For those married filing jointly, deductiens.are
phased out between $98,000 and$118,000 when
the IRA contributor is coveredby a workplace
plan and between $183,000 and $193,000 when
the contributor is not covered by a workplace
plan (but their spouse‘is).

For married individuals filing separately, the
phase out remains at $0 to $10,000 when
covered by a workplace plan.

For savers who want to contribute to a Roth
IRA, the AGI phase out is rising to between
$183,000'and $193,000 for those married
filing jointly. If filing single, or filing as head
of household, the range rises to $116,000 to
$131,000. If you earn too much income to
contribute directly to a Roth IRA, you can
always contribute to a nondeductible IRA and
convert to a Roth.

Tip: Taxes have gone up, and they are expected to
keep rising. The ability to realize tax-free growth,
especially for high wage earners, is powerful.

5. Health Savings Account eligibility rules are changing
Since 2013, flexible spending account (FSA)
users have been able to carry forward up to $500
of unused money. If you are enrolled in a high
deductible healthcare plan and make use of a
health savings account (HSA), be careful about
carrying over unused funds in a FSA.

Starting in 2015, if you carry over unused funds
in your FSA, you may lose your eligibility to
contribute to an HSA for the entire year. The
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rules are confusing, so be sure to review them
closely with your tax preparer and your financial
advisor.

Tip: HSA contributions reduce your taxable
income, but contributions can grow tax-free if
withdrawn for a qualified medical expense, and
any unused funds in an HSA can be rolled over
to an IRA at age 65. The HSA is not only a tax
savings tool, but a “back-door” to boosting your
retirement savings.

6. IRA Rollovers may trigger unwanted taxahle events
A 2014 tax court ruling has changed how often
you can roll over funds from one IRA to another.
Under the old rules, you could transfer money
between your IRA accounts as long as the
transaction occurred within 60 days.

Beginning in 2015, you will be limited to one
rollover in a 12-month period for all IRAs. If
more than one transfer from any IRA occurs
within 12 months, the transaction will be treated
as a withdrawal triggering a taxable event
(which will be subject to a 10% penalty if you are
younger than 591/5).

Tip: The most tax efficient way to roll over
401(k)s and IRAs is to perform a “directrollover”
where one trustee sends a check or transfers funds
directly to the new trustee. The recentruling does
not affect these direct rollover transactions.

1. Section 179 deduction falls off the cliff (again!)
Congress retroactively reinstated the limit on
Section 179 deductiens te $500,000 through
December 31, 2014, Small business owners
who made large purchases of qualifying assets
needed to run their business could accelerate
the equipment’s depreciation and write off up
to $500,000 of expense. Unless Congress acts
to'extend the deduction, the amount plunges to
$25,000 for 2015.

Tip: Small business owners making large
equipment purchases in 2015 should review their
options. They should understand over what period
of time the equipment can be depreciated and if
the equipment is eligible for bonus depreciation (a
deduction of 50% of the value immediately).

8. Tax breaks for forgiven mortgages have expired
(again!)

If you have to walk away from home debt
(whether by a short sale or forecloesure) for
financial reasons, the unpaid mertgage amount
is essentially income. Congress,enacted a tax
break allowing discharged unpaid mortgage
balances to be exempt from'income taxes. This
is another tax break on the list of 55 that expired
on December 31, 2013, but was extended by
Congress in late 2014.:Unless Congress acts,
foreclosures and shert sales will trigger taxable
events again.in 2015.

Tip: Congress is expected to debate further
extension of the Mortgage Forgiveness Debt
Relief Act in 2015. However, if you are considering
ashort sale, be aware of the potential tax
implications and consult a tax professional.

9. Expired tax henefits on charitable IRA rollovers

You may have lost your ability to have IRA
distributions excluded from your income.

IRA account holders who are age 7012 and
older were able to have up to $100,000 in IRA
distributions excluded from their income if they
have those IRA funds contributed directly to a
charity. Unless this charity tax break is extended
again, IRA account holders will have to pay tax
on IRA distributions before claiming a deduction
for a charitable contribution.

Tip: If you have reached age 7014, and don’t need
your required minimum distribution (RMDs)

to support your living expenses, and would like

to make a charitable IRA donation, wait until
year end to withdraw your RMD. While there is




no guarantee that the charity tax break will be
extended again, the potential tax savings is worth
waiting for.

10. Severance payments are wages

Have you been laid off as part of a down-size or
restructuring? If you are receiving severance,
you may have to pay Social Security taxes on
the severance you have already received, and on
future payments in 2015.

The Supreme Court’s decision in United States
v. Quality Stores, Inc. has clarified that any
supplemental unemployment compensation
paid by an employer are taxable wages, and
therefore subject to social security taxes.

Tip: If you have lost your job in the last year,
contact your human resources department to
ensure that the proper withholdings are being
taken from your severance.

Though individual tax situations will vary, these
are ten of the biggest tax code changes that you
should be aware of in 2015. And don’t forget
about the 3.8% tax on net investment income
and 0.9% Medicare surtaxes that have been

imposed as part of the Affordable Care Act that
took effect in 2014. These taxes will affect high
wage-earners who are still working, and should
be considered when making all investment
decisions.

While more than 50 tax breaks have now
expired, stay tuned for updates on the tax front,
but expect higher taxes all around. And be'sure
to consult a tax professional and your finaneial
advisor before making any major decisions.

Debra Taylor, CPA/PFS, Esq., CDFA, writes on
tax and retirement planning for Horsesmouth,
an independent organization providing unbiased
insight into the critical issues facing financial
advisors and their clients.

Advisory Services offered through Sampleton Wealth Management LLC, a Registered Investment Advisor.
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