
HOWARD ANNUAL UPDATE
Dear Clients and Friends: 

Another year has flown by and we have had the joy of experiencing continued 
fluctuations in the stock market and watching a large number of political 
advertisements on television. We have also continued to experience historically 
low economic growth for a post-recession recovery period. Now that the elections 
are complete and we are arriving at the end of the year, the Howard team wants 
to provide you with information that will be useful for both yourself and your 
business to prepare you for the remainder of 2014 and beyond.

2014 Overview:

•  There were only a handful of new tax laws passed during 2014, but several 
provisions from prior laws took effect during the year. This includes many of 
the provisions of the Affordable Care Act. We also have additional guidance 
from the IRS on other new provisions, including the 3.8% surtax on investment 
income, and the 0.9% Medicare surtax on high wage earners.

•  There were also a number of changes to financial accounting standards. 
Uncharacteristically, most appear that they will simplify and provide more 
choices for private companies. We are as excited as you for implementation and 
simplification of these accounting standards.

We are distinctly honored to be your trusted advisors! And we look forward to 
the forthcoming conversations that will occur as you identify opportunities for 
yourself and your business in the following pages.
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Tax Planning
Year-end

2014 was a relatively quiet year 
as far as tax legislation goes. 
However, there are still many unique 
opportunities and challenges faced 
by taxpayers. Year-end tax planning 
is especially challenging as Congress 
has so far failed to act on a host of 
tax breaks that expired at the end 
of 2013. Some of these tax breaks 
may be retroactively reinstated and 
extended, but with the results of the 
recent elections, Congress may not 
decide the fate of these tax breaks 
until the very end of this year (and, 
possibly, not until next year). 

These breaks include,  
for individuals: 
•  The option to deduct state and 

local sales and use taxes instead of 
state and local income taxes.

•  The above-the-line-deduction 
for qualified higher education 
expenses.

•  Tax-free IRA distributions for 
charitable purposes by those age 
70-1/2 or older.

•  The exclusion for up-to-$2 million 
of mortgage debt forgiveness on a 
principal residence.

For businesses, tax breaks 
that expired at the end 
of last year and may be 
retroactively reinstated and 
extended include: 
•  50% bonus first year depreciation 

for most new machinery, equipment 
and software. 

•  The $500,000 annual expensing 
limitation under Section 179. 

• The research tax credit. 

•  The 15-year write-off for qualified 
leasehold improvement property, 
qualified restaurant property, 
and qualified retail improvement 
property. 

Higher-income-earners have unique 
concerns to address when mapping 
out year-end plans. They must be 
wary of the 3.8% surtax on certain 
unearned income and the additional 
0.9% Medicare surtax tax that applies 
to individuals receiving wages in 
excess of $200,000 ($250,000 for 
married couples filing jointly and 
$125,000 for married couples filing 
separately). 

As year-end nears, a taxpayer’s 
approach to minimizing or 
eliminating the 3.8% surtax will 
depend on his estimated adjusted 
gross income (AGI) and net 
investment income (NII) for the year. 
Keep in mind that the thresholds for 
NII were not indexed for inflation, so 
with each passing year, inflation 
alone will cause more and 
more taxpayers to pay 
this tax. Certain 
trusts may also 
benefit by 
passing out 
income to 
beneficiaries 
in lower tax 
brackets. 
This could 
lower both the 
trust’s regular 
income tax and 
the 3.8% surtax, which 
applies at a much lower 
income level than individuals.

The Affordable Care Act continues 
to evolve, impacting both individuals 
and businesses. Though the 
employer mandate was delayed until 
2015, individuals have been required 
to have health insurance since the 
first of this year. Those who did not 
could face penalties of the greater 
of $95 or 1% of their adjusted gross 
income. The penalties are scheduled 
to rise in future years. 

These are a sample of the items that 
should be considered before the end 
of the year. If you have any questions, 
please do not hesitate to call. We 
would be happy to meet with you 
to tailor a plan that will work best 
for you and your businesses. We 
will continue to monitor Congress 
events to assure that you don’t miss 
out on any resuscitated tax saving 
opportunities. 
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Private Company 
Accounting Changes
During the past 12 months, there has been a significant focus on 
accounting changes for private enterprises. A number of prior 
accounting rules have been adjusted for private companies, primarily 
due to cost/benefit considerations. Also, the needs of the user are 
often different from those of public companies. Some of the most 
useful changes are:

•   Private Companies can now elect to amortize goodwill over a  
10-year period, or shorter if appropriate. Companies will still be 
required to perform annual impairment tests.

•  Private Companies may not be required to consolidate commonly 
controlled entities when there is a leasing relationship, assuming a 
limited number of conditions are met.

As expected, there are certain “tests” that must be considered 
regarding the changes in Private Company accounting. We have 
considered the effects on our clients, including specialty industries 
such as HUDs, not-for-profits, and investment companies. We are 
finding that most of our clients will be able to take advantage of 
these changes! 

We are often sought out to assist 
organizations with financial 
reporting needs. Previously there 
were three primary options: audits, 
reviews and compilations.

Many times there was not a need 
for an all-out examination of 
financial records. A compilation 
engagement was the closest match 
to the related need; however, even 
a compilation was occasionally 
more involved than needed. A new 
option is now available to meet 
emerging financial reporting needs.

In the 2nd half of 2014, a new 
standard was issued that now 
allows CPAs to assist with financial 
statements without issuing a 
compilation report. There are a 
limited number of requirements 
related to these engagements, 
however, it is expected that this 
standard will reduce the amount 
of time and number of steps 
necessary to assist with financial 
statement preparation.

N E W  R E P O RT i N g  O PT i O N s  
Need assistance with financial reporting, but you don’t need the hassle involved 
with a compilation?

There is a new standard just for you!



2015 DEADLINES
MARCH 16, 2015 
Corporations Tax Payments & Extension

APRIL 15, 2015 
Individual, Partnership & Trust Tax Payments  
and Extension

MAY 15, 2015 
Not-for-Profit & Texas Franchise Tax Returns

SEPTEMBER 15, 2015 
Corporations, Partnership & Trust Tax Returns

OCTOBER 15, 2015 
Individual Returns

NOVEMBER 16, 2015 
Not-for-Profit & Texas Franchise Tax Returns

Meet Howard
Problem solvers. Trusted advisors.
For over 30 years, we’ve been providing valued services to 
individuals and businesses across multiple industries in Texas 
and around the world. Clients with tough issues know they 
can count on us for innovative ideas and helping them achieve 
their financial goals. We offer:

 • Audit & Assurance

 • Tax Planning & Compliance

Howard, LLP           howard-cpas.com           214.346.0750

 • Financial Consulting

 • IT Solutions

“The hardest thing in the world to understand is 
the income tax.” - Albert Einstein

Howard, LLP Notice: this publication is intended to communicate general information for discussion purposes only, and you should not, therefore, interpret the 
statements to be tax, accounting or other professional advice or rely on the statements for any purpose.
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