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Individual Tax 
Planning 2015 & 

Beyond

Tax Bracket Comparison 2015 & 2012
2015 MARRIED FILING JOINT

10% - up to $18,450

15%  - $18,451 - $74,900

25% - $74,901 - $151,200

28% - $151,201 - $230,450

33% - $230,451 - $411,500

35% - $411,501 - $464,850

39.6% - $464,851 or more

2012 MARRIED FILING JOINT

10% - up to  $17,400

15% - $17,401 - $70,700

25% - $70,701 – $142,700

28% - $142,701 - $217,450

33% - $217,451 - $388,350

35% - $388,351 or more
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Long-Term Capital Gain Rates
2015 MARRIED FILING JOINT

For Taxpayers in 15% bracket or 
lower, long-term capital gain rates 
are 0%

15% for most everyone else 
except those in the highest bracket

20% for long term capital gains 
included in the 39.6% bracket

Applies to qualified dividends

2012 MARRIED FILING JOINT

For Taxpayer’s in 15% bracket or 
lower, long-term capital gain rates 
are 0%

15% for all other tax brackets

Applies to qualified dividends

Additional Medicare Tax
The Additional Medicare Tax is an additional 0.9% Medicare tax on 
singled individuals for earned income in excess of $200,000 and for 
married filing joint individuals in excess of $250,000.

An employer is required to withhold an additional 0.9% Medicare tax on 
wages in excess of $200,000 from an individual.

The tax is calculated on the individual tax return at the end of the year 
and netted against any withholdings.
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Additional Medicare Tax
Example

John and Rhonda are married. John's salary is $180,000, and Rhonda's 
wages are $150,000. Their total combined wage income is $330,000 
($180,000 + $150,000). 

Since this amount is over $250,000, they owe the additional 0.9% 
Medicare tax on $80,000 ($330,000 − $250,000). The addi onal tax due 
is $720 ($80,000 × .009). 

Neither John nor Rhonda's employer is liable for withholding and 
remitting the additional tax, because neither of them met the $200,000 
wage threshold.

Net Investment Income Tax (NIIT)
The Net Investment Income Tax (NIIT) can apply to individuals, trusts, 
and estates.

NIIT is a 3.8% tax on Net Investment Income(NII).

For an  individual, the tax is imposed on the lesser of:
 Net investment income or
 The excess of Modified Adjusted Gross Income (MAGI) over a specific 

threshold amount.



5/14/2015

4

Net Investment Income Tax (NIIT)
NII is sum of the following 3 categories of income:
 Gross income from interest, dividends, annuities, royalties, and rents, which 

is not derived in the ordinary course of an active trade or business. 
 Gross income from a trade or business that is a passive activity or a trade or 

business of trading in financial instruments or commodities.
 Net gain (to the extent taken into account in computing regular taxable 

income) attributable to the disposition of nonbusiness property and 
property other than property held in a trade or business to which the 3.8% 
NIIT does not apply. In other words, it includes net gain from the disposition 
of nonbusiness property and property held in a passive business activity.

The MAGI threshold amounts are $200,000 for single filers and 
$250,000 for Married Filing Joint.

Net Investment Income Tax (NIIT)
Example

Wesley, a single taxpayer, has NII of $110,000 and MAGI of 
$400,000. 

Because his MAGI exceeds the $200,000 threshold amount by 
more than his NII ($200,000 versus $110,000), he will pay 3.8% 
NIIT on his full $110,000 of NII. 

Wesley's 3.8% NIIT will be $4,180 ($110,000 × 3.8%).



5/14/2015

5

Pease Limitations
Reduces the value of itemized deductions once AGI reaches a certain 
point.

Reduced by lesser of:
 3% of the excess over the applicable threshold amount or
 80% of the total amount of otherwise allowable itemized 

deductions.

Applicable threshold amounts for 2015:
 $309,900 for MFJ
 $258,250 for Single

See Example
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Personal Exemption Phase-out
Personal exemptions for 2015 are $4,000, up from $3,950 in 2014

Phase-out of exemption is a 2% cut for every $2,500 of AGI over:
 $258,250 for single filers and
 $309,900 for married filing joint
 Totally disappear once AGI exceeds $380,750 for singles and $432,400 for 

married
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Taxability of Social Security Benefits
Taxpayers may have to include up to 85% of social security benefits in 
taxable income.
The amount of benefits includable in income depends on the taxpayer’s 
provisional income.
Provisional income is AGI plus half the social security benefits.
None of the benefits are included in income if provisional income is less 
than the base amounts:
 $25,000 for single
 $32,000 for married filing joint

Up to 85% of benefits are included if provisional income exceeds the 
adjusted base amounts below:
 $34,000 for single
 $44,000 for married filing joint

Retirement Plan Contribution Limits
IRA – Traditional and Roth –
 2015 Limit is $5,500 and $6,500 for age 50 and older.
 Roth IRA income limitations range for single is $116,000 to $131,000 and 

$183,000 to $193,000 for MFJ.

401(K) and 403(B) - Employee deferral maximum for 2015 is $18,000 
and $24,000 for age 50 and older.

SEP IRA – Contribution maximum for 2015 is $53,000.

Simple IRA – Contribution maximum for 2015 is $12,500 and $15,500 
for age 50 and older.
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Roth IRA Conversion
Traditional IRAs can be converted without penalty to a Roth IRA.
This can be advantageous for individuals who exceed the AGI limitations to 
be able to contribute directly to a Roth.
Tax Consequences to a Roth conversion
 Full amount of the distribution is taxable just as if traditional IRA distribution.
 Basis in N/D contributions are taken into consideration.
 Be aware of potential unintended tax consequence when there’s more than 1 

IRA, i.e. a N/D IRA and also a traditional IRA (with no basis).

Tax Benefits of a Roth IRA
 Nontaxable distributions.
 Contributions can continue past 70 ½.
 No 70 ½ minimum distribution rules.

Tax Planning – If over the AGI limitations, contribute to a N/D IRA and then 
convert to a Roth.

Charitable Donations from an IRA
Individuals age 701/2 and older can distribute otherwise taxable traditional and Roth 
IRA amounts directly to certain tax-exempt charities. These distributions are called 
qualified charitable distributions. They are federal income tax-free to the donor. No 
charitable deduction is allowed on Form 1040.

Up to $100,000 per individual can be distributed each year.

The distributions count towards an individual’s Required Minimum Distribution 
(RMD).

Benefits include:
 Treated as 100% above the line deduction, no impact on 50% limit of AGI for contributions.
 Since the distribution is not included in AGI, it can prevent unfavorable phase-outs and other 

limitations based on AGI.

The law allowing this expires on an annual basis and thus we don’t currently have 
available in 2015.  We believe this will once again get extended in upcoming 
legislation.
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Asset Depreciation Rules
BONUS DEPRECIATION

Applies to “new” tangible personal 
property.
Applies to some “new” real 
property.
Has been available on and off since 
2001.
2014 bonus depreciation was 50%.
2015 currently no bonus 
depreciation.
All businesses can benefit, not just 
small business.

SEC. 179 DEDUCTION

Applies to all tangible personal 
property.

Has been around for many years.

Stimulus to increase begin in 2001.

2014 deduction limit was $500,000.

2015 deduction limit is currently 
$25,000.

Mainly a small business benefit due 
to the acquisition phase-out rules.

Repair Regulations
The new regulations are over 200 pages in length.
Basically gives some “black and white” to whether a cost has to be 
capitalized or can be expensed.
Determination of what constitutes a UOP (Unit of Property).
Determination if an improvement has been made to the UOP by using three 
main criteria:
 Does the cost create a Betterment to the UOP?
 Does the cost rise to the level of Restoration to the UOP?
 Does the cost create an Adaptation of the UOP to a new or different use.

The regulations are full of examples with still a lot of subjectivity.
Elections and accounting method changes.
See example related to heat pumps.
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Repair Regulations
De Minimis Election
 Allows taxpayers to deduct items costing less than a specific dollar amount 

or that has a useful life less than 12 months.
 Taxpayers without AFS (Applicable Financial Statements) can expense items 

up to $500 per invoice, or per item as substantiated by the invoice.
 Taxpayers with AFS can expense items up to $5,000 per invoice, or per item 

as substantiated by the invoice.
 Must have accounting policy in place and must be followed for both book 

and tax purposes.
 Example: A taxpayer with AFS that has an accounting policy to expense items $2,500 or less 

must follow this for tax purposes as well.  Cannot expense anything under the De Minimis 
Election over the $2,500, even though the safe harbor allows up to $5,000.

Tennessee Hall Income Tax
Enacted in 1929, the tax is named after the senator who sponsored the 
legislation.

Tax is 6% on taxable dividend and interest income.

Exemption for $1,250 for single or entity filer and $2,500 for married 
filing joint.

Taxable dividend and interest income include:
 Dividends from stock in corporations.
 Capital gain distributions from mutual funds.
 S-Corp distributions
 Corporate bonds interest
 Non-TN municipal bond interest
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Thank You
Andy Hatfield, CPA

AHatfield@BCScpa.com

423.282.4511 – JC

423.246.1725 – KPT 

Bobby Rich, CPA

BRich@BCScpa.com

423.282.4511


