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Retirement Account Deductions
Retirement plans come in all shapes and sizes.  In my experience there are four main issues to consider:
How much can I put in the plan?  IRAs are easy to set up but only allow $5,500 in contributions.  As plans become more complex they generally allow higher contributions.  SIMPLE plans allow contributions up to $12,000.  401K plans (including Solo 401K plans) allow contributions up to $17,500.  SEPs allow contributions up to $52,000, and Defined Benefit Plans can allow more.  Most plans allow higher contributions for people 50 years old or older.
When can I make a contribution?  Be careful; due dates for contributions don’t always match due dates of tax returns.  IRA contributions are April 15, even if the tax return is on extension.  Other plans have to be funded by the end of the year, and others allow contributions to be made as late as Sept 15 of the next year.
How much ‘earned income’ do I need?  Earned income is defined as income on which you paid Social Security tax.  A Subchapter S corporation that paid $30,000 of salary to its owner and also issued a K-1 for $20,000 can only use the $30,000 of salary in calculating the contribution.  Limited partners of partnerships that don’t pay any Social Security taxes cannot make a tax-deductible retirement plan contribution.
What is the ‘contribution’ rate?  This is probably the most important and least understood issue.  401K plans have a 1:1 contribution rate, which means that $1 can be put into the plan for each $1 of earned income.  However, SEPs have a 4:1 contribution rate, which means that $1 can be put into the plan for each $4 of earned income.  This makes a huge difference in the amount of Social Security tax that is paid.  The goal is to save income taxes while keeping your SS taxes down.
Due to limited space, some details have been left out.  Please call me to discuss specific questions.
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Are Gifts and Inheritances Taxed?
‘My parents gave me a gift of a downpayment to buy a home’ OR ‘I received an inheritance when my parent died…do I owe taxes on that?’

I get asked this question a lot.  No you don’t owe taxes on either a gift when the giver is alive or an inheritance from the estate of someone who passed.  The gift-giver might owe a tax if they give away a cumulative amount over their lifetime that exceeds $5.34 million dollars, and the estate might owe a tax if the estate exceeds the same amount at the time of death.  In either case it is the ‘giver’ of the gift or inheritance that pays any tax, as opposed to an income tax, which is paid by the ‘receiver’ of the income.
‘But I thought I could only give away $14,000 before I had to pay the gift tax?’

As mentioned above, a person can currently give away $5.34 million dollars over their lifetime before any gift taxes are paid.  Gifts that are $14,000 or less don’t have to be reported to the IRS or included in any cumulative calculation of lifetime gifts.
Spouses can double the $14,000 annual gift tax exclusion.  For example, dad can give son $14,000 without reporting it to the IRS, and mom can give an additional $14,000 to the son ($28,000 total before any IRS reporting is required).  Dad can also give the son’s wife another $14,000, and so can mom give the son’s wife another $14,000, for a grand total of $56,000 from a married couple to their married child before any IRS reporting is required.

IRS Mileage Rate

The IRS-approved mileage rate for business miles driven in 2014 is 56 cents/mile.  This rate is intended to include fuel, insurance, repairs and maintenance, registrations, and depreciation.  You can add tolls and parking to the rate though.
Have a tax question?

Call me at 281-841-2753, or email me at paul@paulconradcpa.com
Tax Calendar
Dec 10 – Property tax installment #1 due (Calif).

Dec 15 – Nov payroll tax deposits due.

Jan 15 – 4th qtr personal income tax est pymts due.

Jan 15 – Dec payroll tax deposits due.

Jan 20 – Sales tax reports due (Texas).

Jan 31 – Deliver W-2s and 1099s to recipients.

Jan 31 – Property taxes due (Texas).

Jan 31 – 4th qtr payroll tax returns due.

Jan 31 – Sales tax reports due (Calif).

Feb 15 – Jan payroll tax deposits due.

Feb 28 – Mail W-2s and 1099s to IRS.
Revised FICA Limit
The amount of income subject to FICA taxes increases to $118,500 for 2015 (up from $117,000 for 2014).  This is the limit where taxpayers, and their employers, stop paying FICA taxes to the government.  Medicare taxes have no limit.
Mexico Homebuilding a Success

For several years Kara and I have sponsored a homebuilding project for a needy family in Tijuana, Mexico.  This year the recipients were the Castillo-Garibay  family.  A special ‘thank you’ goes to Luis Sirvent and Marisa Bascope for their generous contribution, and to our friends at Corazon Ministries for all their help.  If you’re interested in helping out with this project in the future, either financially or being on the build-team, please feel free to contact us.  Happy hammer helpers are always appreciated!
HAPPY HOLIDAYS!
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Delayed Tax Season
Several tax deductions that expired at the end of 2013 have a good chance of being revived for 2014.  But lawmakers tend to hold off on new tax laws (even to revive old tax deductions) until after elections.  With the recent November elections just passing, most tax experts expect Congress to revive some popular tax laws that have expired.  The IRS will need time to change forms and reprogram their computers, and tax software companies will need time to incorporate those tax law changes into their software, so expect that the IRS will delay accepting and processing 2014 tax returns.  Depending on the complexity of the tax law changes, and how close to the end of the year they happen, the IRS might delay the processing of tax returns as much as 2-4 weeks.
Don’t Forget Management Fees

If you are a business-owner and have a management company that collects management fees from other companies you own, don’t forget to make your last management fee transfer before the end of the year. 
ACA (Obamacare) Subsidy Explained
A client recently sent me a link on the subsidy available to low-income taxpayers and families.  Find the article at http://texasplans.com/healthcarereform/taxsubsidy.html

*********
Income tax returns are the most imaginative fiction being written today. – Herman Wouk
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