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Of Special Interest

Celebrating 25 Years

The 1990s brought the
“Grunge” look.
Y2K brought back tie-dye,
hip huggers and miniskirts.
The Sussman Bag made its
first appearance in 2005 –
Black Bag with Gold
lettering. The first bag
contest was in 2010.
John and Sandi (pictured
below) are the winners of
the 2015 Bag contest – We
are excited with their bag
color choice!

It is hard to believe that Sussman &
Associates, Inc. is 25 Years Old! We
have gone through a few changes over
the years, but our commitment to
perform good service to our clients has
never changed.
I am most proud of our length of
service to clients ~ approximately onethird of our clients have been with us
for over ten years. We are deeply
appreciative of your loyalty and have
planned some exciting things to
recognize and reward you through the
next year ~ so be sure to watch for
future announcements.
So… do you remember from 1990
these popular items: crimped hair, jelly
shoes, slap bracelets, tattoo chokers,
and scrunchies? Wait, I still wear
scrunchies… they can’t be that old!

Special Edition Winter 2016

Check out Some Tax Highlights of the
past 25 years on page 3.
The one thing about tax law is it is
constantly changing. We were ready to
send out the Newsletter last week,
when Congress decided to take action
and pass the Protecting Americans from
Tax Hikes of 2015 – See Congress
Addresses Expired Tax Breaks.
We have also included articles on
Recordkeeping, Worker
Misclassification, as well as several
other updates and planning thoughts.
Looking forward to celebrating many
more years with you!
Best wishes in 2016! ~ Vicki

2015 Bag Contest Winners – John & Sandi
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Worker Misclassification Update/Refresher

“The Labor
Department has issued
a tougher
interpretation of the
classification rules for
workers under the Fair
Labor Standards Act.”

The IRS continues to
seek back payroll taxes and
penalties from businesses
that wrongly treated workers
as contractors. The Labor
Department has also gotten
involved by funding efforts
by states to find
misclassification. Most states
share results of these
classification exams with the
IRS. Worker status affects
the employer mandate, too.
Reclassified workers can
trigger the rule that firms
must offer employees
affordable coverage or pay a
fine.
The Labor Department
has issued a tougher
interpretation of the
classification rules for
workers under the Fair Labor
Standards Act. The new
guidance, which was
released without the
opportunity for public
comment, says contractors
can be treated as employees
if their work is integral to the
firm’s business, even if done
off-premises. Workers who
supply their own tools won’t
necessarily be classified as
contractors. A permanent or
indefinite working
relationship suggests

workers are employees and
those who perform work for
more than one firm aren’t
necessarily contractors. The
rules don’t change the
income tax standards for
worker classification. The IRS
will continue to use the
three-factor test. However,
the Labor Department will
continue sharing
misclassification referrals
with the IRS.
The IRS looks at three
factors to determine how
workers should be classified.
The behavioral test focuses
on whether the company
controls or has the right to
control what the worker
does and how the work is
accomplished. If so, the
worker is an employee. This
includes instructions about
performing the work,
evaluation criteria and
training. The financial test
looks at who controls the
economics of the worker’s
job. Factors favoring
employee status include
eligibility for reimbursement
of travel costs and payment
based on hours worked.
Providing your own tools
needed for the job is
indicative of contractor

status, as is being able to
work for more than one
business. The type-ofrelationship test considers
evidence of an employeremployee setup which
includes giving paid time off
and retirement benefits, as
well as hiring the worker to
render services indefinitely
rather than for a specific
project. A written contract
stating that the worker will
be treated as an
independent contractor isn’t
determinative.
Sometimes the IRS is
barred from reclassifying
contractors as employees. To
qualify the business must
have filed 1099s on the
disputed workers and
treated all similarly situated
workers as contractors. In
addition, the business must
have had a reasonable basis
for treating them as
contractors and not
employees. This test can be
met by relying on a prior
court decision or Revenue
Service ruling, a previous IRS
no-change employment tax
exam or a long standing
industry practice.
Continued on page 4.

What are the odds the IRS will audit you?
While the Service audited only 0.86% of all individual tax returns last year, the risk of an
examination escalates based on various factors. Among the triggers: underreporting of
income; making a lot of money ($1 million or more of income 1-13 chance of audit); taking
higher-than-average deductions; taking large charitable deductions; failing to report a
foreign bank account; claiming day-trading losses on Schedule C; failing to report gambling
winnings or claiming big losses; claiming 100% business use of a vehicle; deducting
significant amount of business meals, travel and entertainment; claiming the home office
deduction; writing off a hobby loss; running a small business; deducting rental losses;
engaging in currency transactions; or taking an alimony deduction. In summary,
maintaining good recordkeeping and support will get you a no change result even if you are
selected for an audit. (See Recordkeeping for Individuals on page 5).
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City of Wadsworth Tax Update
Effective January 1,
2016 Wadsworth City
income tax administration
and collection will convert
from the Central
Collection Agency (CCA) to
the Regional Income Tax
Agency (R.I.T.A.).
Individual Taxpayers: Until
December 31, 2015
continue to send all
payments including 2015
estimated tax payments
to CCA (205 W Saint Clair
Avenue, Cleveland, OH
44113). However, if
paying by check, please
make your check payable
to “The City of
Wadsworth” rather than
“CCA” as directed on your
CCA bill. After December
31, 2015, all payments
should be sent to R.I.T.A.
(10107 Brecksville Rd,
Brecksville, OH 44141).

Sussman & Associates,
Inc. recommendation is to
wait and send your fourth
quarter estimate to
R.I.T.A. in January 2016
and forgo the potential
tax savings for 2015 by
paying the estimate prior
st
to December 31 . If you
have any questions,
please contact our office.
Business Taxpayers: If you
will be sending a payment
for multiple communities
including Wadsworth to
CCA, and your payment
(including payment made
through the Ohio Business
Gateway) will reach CCA
after December 31, 2015.
You must separate the
Wadsworth withholding
payment and send those
funds to R.I.T.A. by
January 20, 2016 (10107
Brecksville Rd, Brecksville,

CCA

OH 44141). The City of
Wadsworth has been
informed by CCA that
funds received by them
under these
circumstances will not be
applied to your
Wadsworth obligation.
Additionally, CCA will not
issue a refund of these
funds unless you submit a
separate refund request.
W-2s and W-3
Reconciliation report
must be sent to R.I.T.A.
(10107 Brecksville Rd,
Brecksville, OH 44141). If
you have any questions,
please contact our office.

“Sussman &
Associates, Inc.
recommendation is to
wait and send your
fourth quarter
estimate to R.I.T.A. in
January 2016”

All registered taxpayers
should have received a
welcome letter from
R.I.T.A. late in November
or early in December.

RITA

25 Years of Tax - Highlights
•
•
•
•
•
•
•
•
•
•
•
•
•

1990 – Tax Rates 15% and 28% (28% Single over $16,225; Married – Joint over $32,450)
1993 – Tax Rates 15%, 28%, 31%, 36%, and 39.6% (39.6% Single/Married – Joint over $250,000)
1997 – Maximum Capital Gains rate reduced to 20% for sales after May 6, 1997.
1998 – New Child Tax Credit of $400.
2001 – Capital Gains rate lowered to 8% for sales of capital assets held for at least five years.
2002 – Tax Rates 10%, 15%, 27%, 30%, 35%, and 38.6% (38.6% Single over $307,050; Married – Joint over
$307,050)
2003 – Capital Gains rate reduced to 5% for sales after May 5, 2003 for 8% and 10% capital gains.
2006 – Federal Telephone Excise Credit up to $60.
2008 – First-time Home Buyer Credit available for a home purchased after April 8, 2008.
2011 – Social Security tax rate decrease to 4.2% from 6.2%.
2013 – Same-Sex Married Couples recognized.
2014 – Health care individual responsibility.
2015 – Tax Rates 10%, 15%, 25%, 28%, 33%, 35%, and 39.6% (39.6% Single over $413,200; Married – joint
over $464,850)
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2016 Quick Tax Notes
Several items remain the
same in 2016:
• Social Security wage
base $118,500.
• 401k contribution limit
$18,000, catch up age
50 or older $6,000.
• SIMPLE contribution
limit $12,500, catch up
age 50 or older $3,000.
• IRAs and Roth IRAs
contribution limit
$5,500, catch up age 50
or older $1,000

• HSA contributions
increase to $6,750 for
family coverage;
however single remains
at $3,350 as well as the
catch-up provision for
55 and older of $1,000.
• Personal exemption
increases to $4,050.
• Standard Deduction
increases for Head of
Household to $9,300 –
all others remain the
same as 2015.
• Business mileage rate
.54; Medical .19; and
Charitable .14

Items with changes for
2016:
“ Filing

Filing due date for 2015
individual income tax
returns is Monday, April
th
th
18 (Friday, April 15 is
the Emancipation Day
holiday observed in
Washington, D.C.) except
for filers in Maine and
Massachusetts as they
th
have until April 19 to file
as those states observe
th
Patriot’s Day on April 18 .

due date for

2015 individual
income tax returns is
Monday, April 18th.”

Parents/Grandparents Contribution to Roth IRA
If your child/grandchild
earned income in 2015,
consider contributing to
a Roth IRA for him/her.
You can put up to
$5,500, but not more
than what the child
makes. Note that the
contribution counts
toward the $14,000
annual gift tax exclusion.

Your contribution can
provide a rather nice
investment. A $5,500
contribution to a 16year-old’s Roth IRA that
earns 7% each year will
grow to $151,000 at age
65 and $212,000 at age
70. There are key tax
advantages to Roths in
that all withdrawals

Continued from page 2. Worker
Businesses that don’t
qualify for this relief are
eligible for reduced penalties
if the misclassification is
unintentional. The income
tax withholding penalty is cut
to 1.5% of wages and the tax
rate for the employees’
share of FICA tax is 1.53%
instead of 7.65%. These
penalty percentages are
doubled if 1099s weren’t
filed for the workers. The
fine for the employer’s share
remains at 7.65%. No

made after age 59 ½ are
tax-free and
contributions can be
withdrawn free of tax at
any time. And if the
child is purchasing a first
home, up to $10,000 of
earnings can be taken
out tax-free.

Misclassification Update/Refresher
interest is due on the
penalties, except on the
employer’s share of FICA tax.
Firms not under audit
can voluntarily correct errors
and pay a low penalty. To
qualify, the business must
have consistently treated the
workers as contractors and
given them 1099s for the
past three years. A firm
needn’t have a reasonable
basis for the misclassification
to get relief. The company
must agree to treat the

workers as employees in the
future and pay a modest
fine, far less than what
would be owed under audit.
The IRS won’t tell the states
about employers that use
this relief procedure.
For more information
see Publication 1779,
Independent Contractor or
Employee and Publication
15-A, Employer’s
Supplemental Tax Guide at
www.irs.gov.

5

Recordkeeping for Individuals
The IRS offers the following information about keeping good records:
1. Normally, tax records should be kept for three years.
2. Some documents – such as records relating to a home purchase or sale, stock transactions,
IRA, and business or rental property should be kept longer.
3. In most cases, the IRS does not require taxpayers to keep records in any special manner.
Generally speaking, however, they should keep any and all documents that may have an
impact on their federal tax return.
4. Records that should be kept include bills, credit card and other receipts, invoices, mileage
logs, canceled, imaged or substitute checks, proofs of payment and any other records to
support deductions or credits claimed on a return.
5. Since 2014, taxpayers need to retain proof of health care insurance coverage for themselves
and their families to show they maintained the required minimum essential coverage.
Some specific items with records that should be kept are as follows:
Alimony – Individuals who receive alimony should keep a copy of their written separation agreement or the
divorce, separate maintenance or support decree. Individuals who pay alimony will also need to know their former
spouse’s social security number.
Business Use of Home – Certain expenses connected with the business use of a taxpayer’s home may be
deductible. Taxpayers should keep records that show the part of their home used for business and, if the safe
harbor method is not elected, the expenses related to that use.
Casualty and Theft Losses – For a casualty loss, the taxpayer’s records should show: the type of casualty and
when it occurred; that the loss was a direct result of the casualty; and that the taxpayer was the owner of the
property. For a theft loss, the records should show: when it was discovered that the taxpayer’s property was
missing; that the property was stolen; and that the taxpayer was the owner of the property.
Child Care Credit – Taxpayer must give the name, address and taxpayer identification number for all persons or
organizations that provide care for their child or dependent. Form W-10, Dependent Care Provider’s Identification
and Certification, or various other sources can be used to get the information from the care provider.
Credit for the Elderly or the Disabled – Taxpayers under age 65 must have their physician complete a
statement certifying that they were permanently and totally disabled on the date they retired. This statement is
not filed with the tax return, but should be kept with the taxpayer’s records. If the Department of Veterans Affairs
certifies that the taxpayer is permanently or totally disabled, VA Form 21-0172, Certification of Permanent and
Total Disability, can be substituted for the physician’s statement.
Education Expenses – Potential benefits related to education expenses include income exclusion for items such
as a qualified scholarship, interest on U.S. savings bonds or employer reimbursements. Taxpayers may also qualify
for certain credits or deductions. Documents such as transcripts or course descriptions that show periods of
enrollment and canceled checks and receipts that verify amounts spent on tuition, books and other educational
expenses should be retained. Form 1098-T, Tuition Statement, should also be retained.
Exemptions – Taxpayers claiming an exemption for qualifying relative under a multiple support agreement must
get a signed statement from all other eligible individuals who could claim the exemption.
Health Care – Taxpayers must keep records of the health care coverage maintained during the year for
themselves and their family. Taxpayers will need to show they maintained the required minimum essential
coverage unless exempt (retain certificate of exemption or other documentation). For each qualified medical
expense paid with a Health Savings Account or Medical Savings Account distribution, the taxpayer must keep a
record of the name and address of each person paid, the amount of payment and the date of payment.
Individual Retirement Arrangements (IRAs) – Keep copies of the following forms and records until all
distributions are made from the IRA(s): Form 5498, IRA contribution information, or similar statement for each year
showing contributions made, distributions received and value of the taxpayer’s IRA(s); Form 1099-R, Distribution
Reporting Form, received for each year a distribution is received; and Form 8606, Nondeductible IRAs, for each year
a nondeductible IRA contribution is made or year an IRA distribution is received if the taxpayer ever made
nondeductible contributions.
Mortgage Interest – If the taxpayer paid mortgage interest of $600 or more, they should receive Form 1098,
Mortgage Interest Statement. This form and the taxpayer’s mortgage statement/loan info should be retained.
Pensions and Annuities – Each worksheet (from the tax return instructions) prepared with the tax return to
figure the taxable part of any pension or annuity should be retained until the taxpayer’s contributions are fully
recovered.
Taxes – Form(s) W-2 and Form(s) 1099-R show state income tax withheld from wages and pensions. Copies of
these forms should be retained to prove the amount of state withholding. Taxpayers who made estimated state
and/or local income tax payments should keep a copy of the form or check(s). Taxpayers should also keep copies of
their state and local income tax returns. If they received a refund of state and/or local income taxes, the state/local
agency may send them Form 1099-G, Certain Government Payments. Taxpayers should keep other documents that
note real estate and personal property taxes paid. Taxpayers who deduct actual state and local general sales taxes
instead of using the optional state sales tax tables must keep their actual receipts showing general sales taxes paid.
Tips – Taxpayers must keep a daily record to accurately report tips on their return. They can use Form 4070A,
Employee’s Daily Record of Tips, which is found in IRS Publication 1244 to record their tips.

“Normally, tax
records should be
kept for three
years.”

WEBSITES OF INTEREST
Internal Revenue Service:
www.irs.gov
Ohio Department of Taxation:
http://tax.ohio.gov/
Ohio Secretary of State:
http://www.sos.state.oh.us/
Government Information
Exchange:
www.info.gov
Medina County Auditor:
www.medinacountyauditor.org
Central Collection Agency
(CCA):
www.ccatax.ci.cleveland.oh.us
Regional Income Tax Agency
(RITA):
www.rita.to
Social Security:
www.ssa.gov
Bureau of Workers
Compensation:
www.ohiobwc.com/
Ohio Unclaimed Funds:
www.com.ohio.gov/unfd/
College Advantage (529 Plan):
www.collegeadvantage.com
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Scams Continue to Plague Taxpayers
Sussman & Associates,
Inc. is a full-service
accounting firm,
serving the personal
and business needs of
our clients.
Our objective is to act
in an advisory role to
our clients that will
enable them to better
analyze and optimize
their personal and/or
corporate wealth.
Sussman & Associates,
Inc. offers the
innovative approach
clients need to reach
their business and
financial goals.

We’re on the Web!

See us at:
www.susscpa.com

Phone
(330) 334-3641
Fax
(330) 335-5235
E-mail
sussman@susspa.com

Congress Addresses Expired Tax Breaks
The long awaited tax-extenders bill
was passed by Congress and President
Obama signed into law – the Protecting
Americans from Tax Hikes Act of 2015.
The PATH Act is a wide-ranging deal on
tax extenders – making some items
permanent and extending others for
multiple years.
The bill renews all of the so-called
“tax extenders” – provisions approved
annually by Congress. Some have been
made permanent parts of the tax code;
several have been extended until the
end of 2016; and four have been
extended until the end of 2019.
The most expensive extender of all is
bonus depreciation, which allows all
businesses to immediately deduct half of
some investment costs. The PATH Act
only extends bonus depreciation until
the end of 2019. The bill delays for two
years the Affordable Care Act’s
unpopular “Cadillac tax.” The tax on
expensive health plans has now been
pushed back to 2020. The ACA’s medical
device tax is also delayed two years, to
2018.

•
•
•
•
•
•
•
•
•

•
•
•

Among the provisions that have been made
permanent by the PATH Act:
Expansion of the Section 179 provision for
small-business expensing
The enhanced child tax credit
The enhanced earned income tax credit
The enhanced American opportunity tax credit
The research and development tax credit
Tax-free charitable distributions from IRAs
The deduction for state and local sales taxes
The above-the-line deduction for teachers who
buy school supplies
Depreciation-related breaks for qualified
leasehold-improvement, restaurant and retailimprovement property
Deduction for charitable contributions of food
inventories
Special rule for contributions of capital gain real
property made for conservation purposes
Small business stock gains exclusion
Other breaks extended through 2016

• Mortgage debt forgiveness exclusion
• Deductibility of mortgage insurance premiums
• Qualified tuition and related expenses
deduction

• Various energy-efficiency tax credits
Other breaks extended through 2019

PATH Act Makes Permanent
• Section 179 increased $500,000
• RMD up to $100,000 tax free
charitable distributions
• Deduction for state and local
sales taxes
• Deduction for teachers to
deduct $250 for supplies

• Work opportunity credit
• New markets credit

