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Season’s Greetings 
 

From the Attorneys and Staff  

at Hyden, Miron & Foster, PLLC 

 

May peace and joy be yours  

during this Holiday Season  

and throughout the New Year 
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T he beginning of 2013 brought a whole array of tax 

rate increases applying at varying 

income and asset levels.  This 

HMF Update covers year-end tax 

planning situations everyone 

should consider as we ring in 

2014. 

 

Estate and Gift Planning 

For gifts or deaths in 2013, each 

individual has a $5.25 million 

unified exemption. As a result, a 

married couple can pass up to 

$10.5 million of assets to the next 

generation with proper estate 

planning. For those safely below 

the exemption amount, and 

assuming no state gift or estate tax 

barriers, the focus should switch 

to simplification of the estate plan. 

This includes removing old 

strategies that may cause 

discounts and suppress the step-up 

in basis that otherwise occurs at 

the ownerôs death. 

 

For those above this amount, 

estate reduction strategies make 

great sense. These strategies 

typically include a combination of 

lifetime gifts, split-interest 

charitable gifts, and a variety of 

discount strategies through the use 

of trusts and other entities. 

 

The new portability feature is 

another reason why many need to 

re-examine their estate plans. 

Congress made permanent the 

privilege which allows the unused 

estate tax exemption of the first 

spouse to die to pass to the 

surviving spouse. Portability will 

allow many smaller estates to 

simplify asset ownership and 

testamentary bequests, and 

possibly avoid complicated trusts 

that are no longer necessary at the 

death of the first spouse.  Note 

that certain filing requirements 

apply for the surviving spouse.   

 

End of the Payroll Tax Cut 

For the past two years, employees 

and self-employed taxpayers 

received a 2% cut in their lower-

tier Social Security tax costs. 

However, this tax cut expired on 

December 31. Most employees 

will not have to worry about 

losing this tax cut (because they 

have been paying the tax throughout 

the year through their withholdings).  

But self-employed individuals who 

typically remit quarterly estimates 

based on the prior year tax, will get 

a real shock this coming April 15.  

 

Two New Federal Surtaxes 

The first new federal surtax is a 

3.8% tax on net investment income.  

This tax is imposed on items such as 

interest, dividends, annuity income, 

rents and royalties, passive business 

income, and most capital gains, 

other than those from an active 

participation business. The second 

new federal surtax is a 0.9% add-on 

to the Medicare tax applying to 

wages and self-employment income.  

Both of these taxes are imposed on 

single incomes above $200,000 and 

joint income above $250,000. For 

owners who use pass-through 

entities and pay all tax at the 1040 

level, any salaries and any rental 

income from the business face 

added taxes (3.8% net investment 

income tax on the rent and a 3.8% 

combined Medicare tax (2.9% old 

(Continued on page 4) 

LIFE CHANGES IMPORTA NT TO YEAR -END PLANNING  
 

Changes in personal circumstances should always be considered when developing your year-end strategies.   

These “life changes” include: 

 

 Change in marital status  Birth of a child   Death of a spouse 

 Changes in medical expenses  Moving (relocation)  Tuition expenses 

 Casualty losses    Change in Employment Retirement 

 Personal bankruptcy   Receipt of large inheritance Business successes or failures 

 Child no longer young enough for child credit 



 

Page 3 

T he Internal Revenue Service (ñIRSò) recently announced 

the nationwide rollout of a 

streamlined program designed to 

enable small businesses under 

audit to more quickly settle their 

differences with the IRS.  The 

Fast Track Settlement (ñFTSò) 

program is designed to help 

small businesses and self-

employed individuals who are 

under examination by the Small 

Business/Self Employed Divi-

sion of the IRS.  

Modeled on a similar program 

available to large and mid-size 

businesses (those with more than 

$10,000,000 in assets), FTS uses 

alternative dispute resolution 

Self Employed Division and Ap-

peals to resolve those issues, with 

the Appeals representative typical-

ly serving as mediator. 

The taxpayer or the IRS examina-

tion representative may initiate 

FTS for eligible cases, usually be-

fore a thirty (30) day letter is is-

sued.  The goal is to complete cas-

es within sixty (60) days of ac-

ceptance of the application in Ap-

peals. 

The attorneys at HYDEN, MIRON 

& FOSTER, PLLC can help you 

navigate the Fast Track Settlement 

program.  Call today to discuss 

your options.   

techniques to help taxpayers save 

time and avoid a formal adminis-

trative appeal or lengthy litiga-

tion.  As a result, audit issues can 

usually be resolved within sixty 

(60) days, rather than months or 

years.  Plus, taxpayers choosing 

this option lose none of their 

rights because they still have the 

right to appeal even if the FTS 

process is unsuccessful.   

Jointly administered by Small 

Business/Self Employed Division 

and the IRS Appeals office, FTS 

is designed to expedite case reso-

lution.  Under FTS, taxpayers un-

der examination with issues in dis-

pute work directly with IRS repre-

sentatives from Small Business/

IRS Fast Track Settlement Program 

by Carrie E. Bumgardner 

D o you to travel while doing charity work? Some travel 

expenses may help lower your 

taxes if you itemize deductions 

when you file.  

 

Here are five tax tips you should  

know about travel while serving 

a charity. 

 

1.  You must volunteer to work 
for a qualified organization. Ask 

the charity about its tax-exempt 

status. If you have any questions 

about the organizations status 

you should visit www.IRS.gov 

and use the ñSelect Checkò tool 

to see if the group is qualified. 

do not have any duties for signifi-

cant parts of the trip. 

 

5.  Deductible travel expenses 

may include: 

¶ Air, rail and bus transportation 

¶ Car expenses 

¶ Lodging costs 

¶ The cost of meals 

¶ Taxi fares or other transporta-

tion costs between the airport 

or station and your hotel 

 

It is important that you keep good 

records.  Document everything 

and keep your receipts.  We wish 

you safe travels in 2014! 

2.  You may be able to deduct 

unreimbursed travel expenses you 

pay while serving as a volunteer. 

You cannot deduct the value of 

your time or services. 

 

3.  The deduction qualifies only if 

there is no significant element of 

personal pleasure, recreation, or 

vacation in the travel. However, 

the deduction will qualify even if 

you enjoy the trip. 

 

4.  You can deduct your travel 

expenses if your work is real and 

substantial throughout the trip. 

You cannot deduct expenses if 

you only have nominal duties or 

Do You Travel for Charity Work? 

by Carrie E. Bumgardner 
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plus 0.9% new) on wages or self-

employment income. 

Phase-out of Itemized 

Deductions and Personal 

Exemptions 

Beginning in 2013, as 1040 

income moves above $250,000 

single or $300,000 joint, both 

itemized deductions and personal 

exemptions are gradually phased 

out. These phase-outs are 

designed to raise rates by 1% for 

the itemized adjustment and 

another 1% per person on the 

personal exemption phase-out. 

Thus, a family of four moving 

through the phase-out range 

would have an additional 5% 

federal income tax rate increase. 

 

New Top-End Brackets 

The top rates on both ordinary 

income and capital gains were 

increased for 2013. A new 

income bracket of 39.6% was 

added for joint filers whose 

income exceeds $450,000 and 

single filers over $400,000. For 

those with capital gains and 

dividend income at these levels, 

the rate becomes 20% (or 

possibly 23.8% taking into 

account the net investment 

income tax). 

 

The Continuing AMT 

The alternative minimum tax 

(AMT) continues as in the past, 

requiring a taxpayer to pay the 

greater of the regular tax 

computation or the AMT. 

Unfortunately, several of these 

(Continued from page 2) 

depreciation incentives to reward 

businesses for purchasing capital 

equipment and other depreciable 

improvements. The first-year 

Section 179 deduction was 

increased, and a 50% first-year 

bonus deduction has been allowed 

for most new business property. 

These incentives both expire on 

December 31.  Business owners 

with capital improvement needs 

will want to consider acquiring 

and placing in service those 

improvements before these 

incentives disappear. 

 

You still have time to plan before 

year end. Contact the attorneys at 

HYDEN, MIRON & FOSTER, PLLC 

to discuss your options.   

new taxes, such as the 3.8% net 

investment income tax, are 

independent add-ons. In addition, 

the AMT rate itself can impart a 

higher-than-expected 35% rate at 

incomes as low as $200,000 due 

to the phase-out of its exemption. 

A capital gain, for example, could 

easily range anywhere from 15% 

to a 25% rate, depending on how 

it fits into other income reported 

on the 1040. For many upper-

income filers, the tax cost increase 

from 2012 to 2013 will be eye-

popping.  

 

End of Depreciation Incentives 

Since the beginning of the 

recession in 2008, Congress has 

been providing two first-year 

TRADITIONAL YEAR -END PLANNING  
 

The following traditional planning techniques should be considered. 
 

Income Acceleration 

¶ Sell appreciated assets 

¶ Redeem U.S. Savings Bonds 

¶ Declare special dividends 

¶ Complete Roth conversions 

¶ Maximize retirement distributions 

¶ Accelerate billing and collections 

¶ Sell outstanding installment contracts 

¶ Receive bonuses before January 

¶ Accelerate debt forgiveness income 
 

Deductions/Credit Deferral 

¶ Postpone economic performance 

¶ Watch AGI limitations on deductions/credits 

¶ Watch net investment interest restrictions 

¶ Match passive activity income and losses 

Continued:   

Year-End Tax Strategies for All 
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T here are a number of new sales and use tax 

exemptions which became 

effective in 2013 or will go into 

effect during 2014.  Check the 

list below to see which 

exemptions you may claim. 

Pollution Control Machinery 

and Equipment used in 

Petroleum Refineries:  
Qualifying machinery must be 

required by federal or state 

regulations to remove sulfur 

pollutants.  Repair parts and 

labor for these machines are also 

exempt.  Effective 10/1/13 (Act 

233) 

Baling Twine, Net Wrap, 

Silage Wrap: Commercial 

farmers are exempt for these 

products when used for baling or 

otherwise packaging animal feed 

products, which include hay, 

straw, grass, folder and silage.  

Effective 10/1/13 (Act 1392) 

Utilities for Certain Barns and 

Greenhouses (Qualifying 

Agricultural Structures, 

Aquaculture and Horticulture 

Equipment): Qualifying 

agricultural structures include 

commercial poultry or livestock, 

cattle, dairy, or commercial 

greenhouses.  Horticulture 

qualifies if it is initial plant 

production, not a retail/

wholesale facility which sells 

items.  Electricity, liquefied 

petroleum gas, and natural gas 

can be exempt.  Exempt utilities 

must have a separate meter, 

separate tank, or separate invoice 

from other utilities.  An 

exemption certificate must be 

obtained from DFAôs Sales Tax 

Division in order to qualify. 

Effective 1/1/14 (Act 1441) 

Utilities for Certain Silos:  

Commercial grain drying and 

storage are covered by this 

exemption.  See the previous 

exemption for details as to the 

utilities covered, the 

requirements for separate 

metering, and the need for a 

DFA exemption certificate. 

Effective 7/1/14   (Act 1401) 

Timber Equipment: Eligible 

timbering harvesting equipment 

is exempt. Previously this 

exemption was limited to first 

$50,000 of purchase price and 

was a rebate, now the exemption 

is unlimited and is available 

from the dealer.   Effective 7/1/14   

(Act 1402) 

Replacement and Repair Parts 

and Labor for Existing 

Manufacturing Equipment: A 

1% refund on the purchase of 

machinery and equipment or 

replacement parts bought to 

ñmodify, replace, or repairò 

existing manufacturing machinery 

and equipment.  Labor to install or 

repair the equipment is also 

exempt.  A direct pay permit from 

DFAôs sales tax division is needed 

in order to claim the refund.   

Effective 7/1/14   (Act 1404) 

Electricity and Natural Gas used 

in Manufacturing:  Reduced tax 

rates available, but a certificate 

from DFA Sales Tax Division is 

needed in order to qualify. (Act 

1411)  See chart below for more 

information.   

Dental Implants, Retainers, 

Bridges, Dentures: These dental 

devices made for a specific patient 

and sold by a dentist, orthodontist, 

oral surgeon, maxillofacial surgeon 

or endodontist are exempt from 

state and local sales tax.  Effective 

7/1/14   (Act 1414)  

Time Period NAICS Codes 31-33 Cotton Gins 
NAICS 115111 

High Efficiency 
Electricity Generators 

1/1/13-6/30/13 2.75%   4.25% 

7/1/13-6/30/14 3.25%     

7/1/13-12/31/13     4.75% 

7/1/14-12/31/14     3.25% 

7/1/14-6/30/15   1.625%   

1/1/15     1.625% 

7/1/15   .625%   
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T he U.S. Department of the 
Treasury and the Internal 

Revenue Service (“IRS”) ruled that 
same-sex couples, legally married in 
jurisdictions that recognize their 
marriages, will be treated as married 
for federal tax purposes. The ruling 
applies regardless of whether the 
couple lives in a jurisdiction that 
recognizes same-sex marriage or a 
jurisdiction that does not recognize 
same-sex marriage. 

The ruling implements federal tax 
aspects of the June 26 Supreme 
Court decision invalidating a key 
provision of the 1996 Defense of 
Marriage Act. 

Under the ruling, same-sex couples 
will be treated as married for all 
federal tax purposes, including 
income and gift and estate taxes. 
The ruling applies to all federal tax 
provisions where marriage is a 
factor, including filing status, 
claiming personal and dependency 
exemptions, taking the standard 
deduction, employee benefits, 
contributing to an IRA and 
claiming the earned income tax 
credit or child tax credit. 

Any same-sex marriage legally 
entered into in one of the 50 states, 
the District of Columbia, a U.S. 
territory or a foreign country will be 
covered by the ruling. However, the 
ruling does not apply to registered 
domestic partnerships, civil unions 
or similar formal relationships 
recognized under state law. 

Legally-married same-sex couples 
generally must file their 2013 
federal income tax return using 

either the married filing jointly or 
married filing separately filing 
status. 

Individuals who were in same-sex 
marriages may, but are not required 
to, file original or amended returns 
choosing to be treated as married 
for federal tax purposes for one or 
more prior tax years still open 
under the statute of limitations. 

 

 

Generally, the statute of limitations 
for filing a refund claim is three (3) 
years from the date the return was 
filed or two (2) years from the date 
the tax was paid, whichever is later. 
As a result, refund claims can still 
be filed for tax years 2010, 2011 
and 2012. Some taxpayers may 
have special circumstances, such as 
signing an agreement with the IRS 
to keep the statute of limitations 

open, that permit them to file refund 
claims for tax years 2009 and earlier. 

Additionally, employees who 
purchased same-sex spouse health 
insurance coverage from their 
employers on an after-tax basis may 
treat the amounts paid for that 
coverage as pre-tax and excludable 
from income. 

Refund? 

T axpayers who wish to file a 
refund claim for income taxes 

should use IRS Form 1040X, 
Amended U.S. Individual Income 
Tax Return. 

Taxpayers who wish to file a refund 
claim for gift or estate taxes should 
file IRS Form 843, Claim for Refund 
and Request for Abatement.  

Future Guidance 

T reasury and the IRS intend to 
issue streamlined procedures 

for employers who wish to file 
refund claims for payroll taxes paid 
on previously-taxed health insurance 
and fringe benefits provided to 
same-sex spouses. Treasury and IRS 
also intend to issue further guidance 
on cafeteria plans and on how 
qualified retirement plans and other 
tax-favored arrangements should 
treat same-sex spouses for periods 
before the effective date of this 
Revenue Ruling. 

Other agencies may provide 
guidance on other federal programs 
that they administer that are affected 
by the Code.  

Treasury and IRS 

announce all legal 

same -sex marriages 

will be recognized 

for federal tax 

purposes; Ruling 

provides certainty, 

benefits and 

protections under 

federal tax law for 

same -sex married 

couples.  

http://links.govdelivery.com:80/track?type=click&enid=ZWFzPTEmbWFpbGluZ2lkPTIwMTMwODI5LjIyNDE2ODAxJm1lc3NhZ2VpZD1NREItUFJELUJVTC0yMDEzMDgyOS4yMjQxNjgwMSZkYXRhYmFzZWlkPTEwMDEmc2VyaWFsPTE2OTAwMTgzJmVtYWlsaWQ9Y2FycmllLmJ1bWdhcmRuZXJAaG1mbGF3Lm5ldCZ1c2VyaWQ9Y2Fyc
http://links.govdelivery.com:80/track?type=click&enid=ZWFzPTEmbWFpbGluZ2lkPTIwMTMwODI5LjIyNDE2ODAxJm1lc3NhZ2VpZD1NREItUFJELUJVTC0yMDEzMDgyOS4yMjQxNjgwMSZkYXRhYmFzZWlkPTEwMDEmc2VyaWFsPTE2OTAwMTgzJmVtYWlsaWQ9Y2FycmllLmJ1bWdhcmRuZXJAaG1mbGF3Lm5ldCZ1c2VyaWQ9Y2Fyc
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T he Internal Revenue Service (ñIRSò) has released a 

simplified option that many 

owners of home-based businesses 

and some home-based workers 

may use to figure their deductions 

for the business use of their 

homes. 

In tax year 2010, the most recent 

year for which figures are 

available, nearly 3,400,000 

taxpayers claimed deductions for 

business use of a home 

(commonly referred to as the 

home office deduction). 

The new optional deduction, 

capped at $1,500 per year based 

on $5 a square foot for up to 300 

square feet, will reduce the 

paperwork and recordkeeping 

burden on small businesses by an 

estimated 1.6 million hours 

annually. 

The IRS believes this is a 

common-sense rule to provide 

taxpayers an easier way to 

calculate and claim the home 

office deduction. The new option 

provides eligible taxpayers an 

easier path to claiming the home 

office deduction. Currently, they 

are generally required to fill out a 

43-line form (IRS Form 8829) 

often with complex calculations of 

allocated expenses, depreciation, 

and carryovers of unused 

deductions.  Taxpayers claiming 

the optional deduction will 

complete a significantly simplified 

form. 

Though homeowners using the 

new option cannot depreciate the 

portion of their home used in a 

trade or business, they can claim 

allowable mortgage interest, real 

estate taxes and casualty losses on 

the home as itemized deductions 

on Schedule A. These deductions 

need not be allocated between 

personal and business use, as is 

required under the regular method. 

Business expenses unrelated to the 

home, such as advertising, supplies 

and wages paid to employees are 

still fully deductible. 

Current restrictions on the home 

office deduction, such as the 

requirement that a home office 

must be used regularly and 

exclusively for business and the 

limit tied to the income derived 

from the particular business, still 

apply under the new option.  

Elective Deferrals $17,500 

Highly 

Compensated 

Employee 

Threshold 

$115,000 

Social Security 

Taxable Wage 

Base 

$117,000 

Catch-Up  

Contributions 

(age 50 and over) 

$5,500 
Key Employee  

Compensation 
$170,000 

Maximum Annual 

Addition  
$52,000 

Annual 

Compensation 

Limit  

$260,000 

Defined Benefit 

Limits  

$210,000 The Internal Revenue 

Code requires the dollar 

limitations on benefits 

and contributions under 

qualified retirement plans 

to be adjusted for cost-

of-living increases.   

 

2014 Cost of Living Adjustments for Pension Plans 
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