
HOWARD ANNUAL UPDATE
Dear Clients and Friends: 

To kick-off the New Year, Howard will be celebrating its 35th year! 2015 was the year of 
the goat in the Chinese Zodiac calendar, which is expected to bring a calm and gentle 
year. That description appears to match the year we experienced; despite some large 
fluctuations, the stock market is flat for the year. If historic trends hold true, generally 
pre-election years result in better stock market returns making 2016 a challenging year 
for equities. The U.S. gross domestic product appears to be growing at a rate of just over 
2% for the year. While the economy and stock markets are currently providing a level of 
uncertainty, your Howard team wishes to provide you with information that will assist 
you with items that can be controlled for the remainder of 2015 and beyond.

2015 Overview:

•  Very few new tax law changes came into effect this year. In typical fashion, we expect 
a flurry of activity toward the end of the year to extend some of the tax breaks that 
expired at the end of 2014. These breaks will need to be retroactively extended once 
again for 2015. With the upcoming elections, it is unlikely that any additional major 
tax legislation will be signed into law in the upcoming year.

•  There are a significant number of accounting and reporting changes that have been 
issued with the intent to make the financial statements more clear to the financial 
statement user and less complicated to prepare. A handful of these changes only 
apply to certain types of organizations, such as private companies or not-for-profit 
entities, and others will have a more broad application. 

We are distinctly honored to be your trusted advisors! We look forward to the 
forthcoming conversations that occur as you identify opportunities for both yourself and 
your businesses.
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Tax Planning
Year-End

2015 was another quiet year for tax 
legislation. The tax environment remains 
uncertain and tax reform remains a hot 
topic in Washington. It isn’t likely that 
any major tax bills will pass Congress 
before the end of the year, but there are 
still planning opportunities to be aware 
of, as many expired tax breaks will likely 
still be extended, possibly retroactively.

The Tax Increase Prevention Act of 2014 
retroactively extended for 2014 many 
tax relief provisions that had expired 
at the end of 2013. However, there 
were several valuable tax breaks for 
businesses and individuals that were not 
extended for 2015. Taxpayers will need 
to be ready to revise their tax plans 
quickly in light of uncertainty of future 
tax law changes and reform.

Tax breaks for individuals that have 
expired but will likely be extended 
include:

•  State and local general sales tax in lieu 
of state and local income taxes

•  Deduction of mortgage insurance 
premiums

•  Tax-free charitable contributions from 
IRAs for taxpayers aged 70-½ and over

•  The above-the-line-deduction for 
tuition expenses

Tax breaks for businesses that have 
expired but may be retroactively 
reinstated and extended include:

•  Increased limit for expensing fixed 
asset purchases under Section 179

•  50% bonus depreciation on new 
machinery, equipment and software 

•  The research tax credit and work 
opportunity tax credit

For larger employers with greater than 
50 full time equivalent employees, one of 
the biggest challenges is going to be the 
Affordable Care Act (ACA). While there 
are certain exemptions, penalties are 
now in place for large employers who do 
not provide minimum essential coverage 
in 2015. There are new reporting 
requirements that large employers 
will also need to be aware of, and plan 
for. These include the 1094-B and C, 
and 1095-B and C, which report the 
employer’s compliance with their “shared 
responsibility” mandate. These forms 
will also be used by any employees who 
choose to obtain health care coverage 
through an exchange to determine 
eligibility for premium tax credits. 

We are also now in the second year 
of the 3.8% Net Investment Income 
Tax on investment income and 0.9% 
additional Medicare tax on high wage 
earner salaries. Keep in mind that the 
thresholds for both taxes were not 
indexed for inflation, so each year new 
taxpayers will be subjected to these 
taxes. Managing adjusted gross income 
by timing deductions, and minimizing 
net investment income by 
harvesting losses to offset capital 
gains may help reduce the net 
investment income tax. It is 
important to consider active 
versus passive participation 
in partnership investments, 
which can also help minimize 
this tax. Postponing bonuses 
or salary into the following year 
can help limit the Medicare surtax 
on wages, if you anticipate lower 
earnings in the following year. Certain 
trusts may also want to consider passing 

out income to beneficiaries, as the 
threshold for the net investment income 
tax inside a trust is significantly lower 
than that of individuals.

If you find yourself owing taxes each 
year, now may be the perfect time to 
adjust your withholding on your salary. 
Withholding on earnings is treated by 
the IRS as if it had been paid in ratably 
during the year which can help minimize 
underpayment penalties on your return.

These are a sample of 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 
congressional activity to assure that you 
don’t miss out on any resuscitated tax 
saving opportunities, and please visit 
the news section on our website for 
future updates and announcements.



2015 3

Starting in 2014, a subset of the 
accounting standards board 
specifically for private companies 
has provided for additional 
accounting options with the hope 
to clarify and simplify nonpublic 
financial reporting. As a result, 
there have been a number of new 
accounting rules applicable to all 
entities due to simplification efforts. 
These changes include:

  In acquisitions, intangible assets 
that cannot be sold separately 
from the related entity can 
now be included in goodwill. 
This will reduce the cost and 
effort necessary to allocate the 
purchase price of acquisitions.

  Private companies can now 
amortize goodwill over a 10-year 
period or shorter, as appropriate. 
This is particularly useful for the 
purchase of another company 
when a substantial portion of the 
purchase relates to intangible 
assets that cannot be sold 
separately.

  The accounting board has 
eliminated the concept of 
“extraordinary items”. This 
removes the ability to remove 
certain expenses from operating 
income by classifying them  

as unexpected and unusual  
in nature.

  Inventory is now required to 
be valued at the lower of cost 
or replacement value. This is 
different from current practice; 
inventory was previously valued 
at the lower of cost or market. 
The accounting standards 
board realized the definition of 
“market” was not always clear.

  Financial reporting requirements 
were reduced for employee 
benefit plans including 
elimination of certain disclosures 
and reconciliations that may not 
have been useful to the financial 
statement user.

  Not-For-Profit: The standards 
board has proposed significant 

changes to the classification 
and presentation of financial 
information, including the 
grouping of temporarily and 
permanently restricted net assets 
into a singular classification.

We have analyzed the new 
financial reporting elements 
above, as well others issued, 
and it does not appear that 
there are a significant number of 
them that require complicated 
implementation efforts. The 
decision to implement some of 
the optional approaches should 
be performed in conjunction with 
consideration of debt agreements 
and other significant contracts to 
ensure no surprises to the readers 
of your financial statements.

AccO U N T i N g  A N D 
R E P O RT i N g  U P DAT E



2016 DEADLINES
MARCH 15, 2016 
Corporations Tax Returns and Extensions 

APRIL 15, 2016 
Individual, Partnership & Trust Tax Returns and 
Extensions 

MAY 16, 2016 
Not-For-Profit & Texas Franchise Tax Returns 
and Extensions 

SEPTEMBER 15, 2016 
Corporations, Partnership & Trust Tax Returns 
(extended) 

OCTOBER 17, 2016 
Individual Returns (extended)

NOVEMBER 15, 2016 
Not-For-Profit & Texas Franchise Tax Returns 
(extended)

Problem solvers. Trusted advisors. Since 1981. 

We’re extremely proud of what we’re celebrating: 35 years of 
resolving the toughest, most complex financial issues. There’s nothing 
more personal than your finances (perhaps that’s why our business 
is based almost entirely on personal relationships), so you should 
trust the professionals in charge of those finances. From consulting 
to compliance, accounting to assurance, taxes to technology, our 
professionals span a wide scope of issues, and provide no-nonsense 
answers in each of our service areas. We call this approach “thinking 
outside the spreadsheet”, and it’s why our clients have counted on us 
for innovative ideas and helping them achieve their financial goals for 
35 years. 

Howard, LLP       howard-cpas.com       214.346.0750
“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.

HowArD 2016 
C e l e b r a t i n g   35Years of Service!


