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70½. Failure to take an RMD can result in a penalty of 50% of the amount not withdrawn. If you turned age 70½ in 2014, 
you can delay your 2014 RMD to 2015 if you choose, but waiting until 2015 will result in two distributions in 2015 – the 
amount required for 2014 plus the amount required for 2015. While deferring income is normally a sound tax strategy, 
here it results in “bunching” income into 2015. Thus, think twice before delaying your 2014 distribution to 2015 – bunching 
might throw you into a higher tax bracket in 2015 or bring you above the modified AGI level that will trigger the 3.8% net 
investment income tax. However, if you expect to be in a substantially lower bracket in 2015 it could be beneficial to take 
both distributions in 2015. For example, if you plan to retire late this year or early next year, have significant nonrecurring 
income this year, or expect a business loss next year, you may wish to delay the 2014 RMD until early 2015. 
 
Qualified Charitable Distributions (QCDs):  If you plan on making additional charitable contributions this year and you 
have not yet received your 2014 RMD from your IRA, you might want to consider a QCD. Although legislation has not yet 
passed allowing these for 2014, if you wish to utilize this strategy we would encourage you to have your broker process 
the transaction as if it qualifies. This way if it is retroactively reinstated, the transaction likely would still qualify. It is 
possible that Congress will bring back QCDs that expired December 31, 2013. If Congress does pass legislation to 
reinstate QCD provisions, IRA owners and beneficiaries who have reached age 70½ will be able to make cumulative 
charitable donations up to $100,000 to approved public charities directly out of their IRAs. QCDs can qualify as your 
required distribution and are tax-free for federal income tax purposes; however no charitable deductions as itemized 
deductions are allowed for these contributions. This arrangement can be beneficial because the tax-free treatment of 
QCDs equates to an immediate 100% federal income tax deduction without having to itemize your deductions, worry 
about restrictions that can reduce or delay itemized charitable deductions, increase the taxability of your Social Security 
benefits received, or help you qualify for the Nebraska Homestead Exemption. Please note that to qualify for this special 
tax break, the funds must be transferred directly from your IRA to the charity. 

 

ROTH Conversion: If converting part of a taxable retirement to a Roth IRA doesn’t trigger many tax consequences either 
in a higher tax bracket or in other taxes you normally would not pay, it would be a strong consideration to “bring home the 
money now” to keep someone from paying higher taxes on that money down the road. For retirees, this is still an option, 
but it needs consideration on how it would affect the taxability of your Social Security benefits, possible higher Medicare 
premiums, and/or other items on the tax return. 

 

Increase RMDs if in Lower Tax Brackets: If, in your year-end tax planning, you project your taxable income to be lower 
in the current year than normal and placing you in the lower 10% or 15% tax brackets, you might consider increasing your 
distribution above your RMD. Taking advantage of additional retirement plan distributions in a year with lower income than 
is typical allows you to take advantage of taxing the additional distribution at the lower tax rate. 
 

Effect of Higher RMDs on Taxability of Social Security: If you are planning on increasing your RMD for the year, 
please note the increase in your retirement distribution can substantially increase your total taxable income. Therefore, 
you need to be aware of any significant fluctuations in your income as the taxable portion of your Social Security benefits 
and next year Medicare premiums are determined by your other income received during the year. Subsequently, the 
higher your taxable income, the higher the taxable percentage of your Social Security. Therefore, you need to figure the 
right amount of distributions to minimize the taxation of your Social Security benefits.  
 
Required Healthcare Changes and the Affordable Care Act (ACA) 

The ACA is one of the most significant changes to workplace regulations in decades and people are finding it difficult to 
comply with the law’s complex requirements. Following are items to consider when gathering your 2014 tax information 
since health insurance coverage generally was mandatory effective January 1, 2014: 
 
 Did you, your spouse and your dependents have health insurance coverage for all 12 months of 2014 (health 

insurance coverage includes Blue Cross, Kaiser, Tricare, Medicare, Medicaid, etc.)? 

 If you bought insurance from the exchange, we must report and reconcile the premium assistance credit on your tax 
return. Please include the Form 1095-A that the exchange sends you with your tax information. 

 If your insurance company or employer sent you a Form 1095-B or Form 1095-C, please include the forms with 
your tax information. This reporting by the provider was optional in 2014, but mandatory in 2015. 



 
 

 

 

 We must report on your tax return, and calculate a penalty, if you, your spouse or any of your dependents did not 
have qualifying health insurance (called minimum essential coverage) for any full month in 2014. If you did NOT 
have insurance for each month of 2014, please provide details of insurance coverage for each family member by 
month. If you did not have coverage during any month in 2014 and you believe you qualify for an exemption of the 
penalty, please let us know. 

 
Maximizing Itemized Deductions by Itemizing in Alternate Years or “Bunching” Your 
Deductions 

If your itemized deductions seem to consistently add up close to the standard deduction amount (either slightly above or 
below) every year, you might consider “bunching” your deductions. “Bunching" means grouping itemized deductions in 
one year to maximize the benefit and taking advantage of the standard deduction the following year when your itemized 
deductions are low. Itemized deductions that are easy to “bunch” are real estate taxes (paying 2 years in one calendar 
year), charitable contributions (including charging charitable donations on your credit card at year end and then not paying 
them until the following January when the credit card balance is due) and state tax payments (if you make quarterly 
estimates, consider making the 4th quarter payment prior to December 31st on year you itemize). 
  
Please note that “bunching” your itemized deductions can have an impact on the 3.8% investment tax in the years when 
you take the standard deduction and your taxable income is higher and it could also make you subject to AMT. 
 
Before “bunching” please contact our office to ensure the tax benefit will be available to you as intended. 
 
Managing Your Adjusted Gross Income (AGI) 

Many tax deductions and credits are subject to 
AGI-based phase-out, which means only 
taxpayers with AGI below certain levels benefit. 
(AGI is the amount at the bottom of page 1 of 
your Form 1040.) Unfortunately, the applicable 
AGI amounts differ depending on the particular 
deduction or credit. The table on the right shows 
a few of the more common deductions and 
credits with the applicable AGI phase-out ranges 
for 2014. 
 
With the highest tax rates in 2014 topping out at 
39.6%, managing your AGI can help avoid (or 
reduce the impact of) the 3.8% net investment 
income tax that potentially applies if your AGI 
exceeds $250,000 for joint returns, $200,000 for 
unmarried taxpayers. 

 
Managing your AGI can also be somewhat 
difficult, since it is not affected by many 
deductions you can control, such as deductions 
for charitable contributions and real estate and 
state income taxes. You can, however, effectively 
reduce your AGI by increasing “above-the-line” 
deductions, such as those for IRA or self-
employed retirement plan contributions. 

 
As a rule of thumb, it’s typically advantageous to 
defer income and accelerate expenses to 
minimize your current year income tax liability. If 
you are a self-employed cash-method tax payer, 
you can postpone taxable income by accelerating 
deductible business expenditures into this year. 

Deduction or 
Credit 

Adjusted Gross Income Phase-out Range 

Joint 
Return 

Single/Head of 
Household 

(HOH) 

Married Filing 
Separate 

American 
Opportunity 
Tax Credit 

$160,000-
$180,000 

$80,000-$90,000 No Credit 

Child Tax 
Credit 

Begins at 
$110,000 

Begins at 
$75,000 

Begins at 
$55,000 

Itemized 
Deductions and 

Personal 
Exemption 
Reduction 

Begins at 
$305,050 

Begins at 
$254,200 Single, 
$279,650 HOH 

Begins at 
$152,525 

Lifetime 
Learning Credit 

$108,000-
$128,000 

$54,000-$64,000 No Credit 

Passive Rental 
Loss ($25,000) 

Exception 

$100,000-
$150,000 

$100,000-
$150,000 

No exception 
unless 

spouses live 
apart 

Student Loan 
Interest 

Deduction 

$130,000-
$160,000 

$65,000-$80,000 No deduction 



 
 

 

 

New Higher Threshold for Itemized Medical Expense Deductions 

Reminder that beginning in 2013, the deduction threshold allowed for itemized deduction for unreimbursed medical 
expenses paid for you, your spouse, and your dependents was increased to 10% of adjusted gross income (AGI) for most 
individuals. The temporary exception for individuals age 65 and older until is effective through December 31, 2016. For 
that period, if you are age 65 and older, you may continue to deduct total medical expenses that exceed 7.5% of your 
AGI. In addition, if you are married and only one of you is 65 or older, you both may still use the 7.5% threshold. 
 
Required Documentation for Charitable Deductions 

The IRS has tightened up its requirements for providing and maintaining proper documentation when taking an itemized 
deduction for charitable donations on a tax return. When making non-cash donations (i.e. clothing donations to Goodwill), 
don’t forget to indicate on your receipt the date of the donation, a description of the items donated, and an estimate of the 
dollar value donated. HBE recommends you attach a detailed list to each receipt containing a description of each item 
donated and its donated value. This documentation could be very beneficial in case of an IRS audit. When gathering your 
2014 tax information, please provide HBE with the proper details and documentation on your charitable donations.  
 

REQUIRED DOCUMENTATION FOR CHARITABLE DEDUCTIONS 

  Amount Required records 

C
A

S
H

 Single cash contribution of less than $250 
Cancelled check, bank record, credit card statement or 
written acknowledgment from the charity. 

Single cash contribution of $250 or more Written acknowledgment from the charity. 

Payroll Deduction Pledge card and W-2, paystub, etc. 

N
O

N
C

A
S

H
 

Noncash contributions less than $250 
Written acknowledgment from the charity or other reliable 
record. 

Noncash contributions of $250-$500 Written acknowledgment from the charity. 

Noncash contributions over $500-$5,000 
Written acknowledgment from the charity and Form 8283, 
part A. 

Noncash contributions of similar items over $5,000 
Written acknowledgment from the charity appraisal and 
Form 8283, part B. 

Noncash contributions of more than $500,000 
Written acknowledgment from the charity appraisal and 
Form 8283, part B. Attach appraisal to the return. 

O
T

H
E

R
 Noncash contributions of auto, boat or airplane with a 

value of more than $500 
Written acknowledgment from the charity. Attach Form 
1098-C and Form 8283 to return. 

Noncash contributions of publicly traded stock 
Written acknowledgment from the charity and Form 8283, 
part A. 

 

Time Investment Gains and Losses as well as Dividends 

Between now and year-end, review your securities portfolio for any losers that can be sold before year-end to offset gains 
you have already recognized this year or to get you to the $3,000 ($1,500 married filing separate) net capital loss that’s 
deductible each year. If you own any securities that are all but worthless with little hope of recovery, you might consider 
selling them before the end of the year so you can capitalize on the loss this year. 

 
If you have carryovers, there is potential that any gains you might incur on selling appreciated securities might be offset, 
at least partially, by capital loss carryovers. We encourage you to check with your broker to determine where you stand on 
potential capital gains or losses on your investments prior to year end and with your accountant on any capital loss 
carryovers. 
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