
2015YEA R EN D T A X N EW S L ET T ER

JustbeforerecessingfortheHolidays,theHouseand S enatepassedandtheP resident
signedtheP rotectingAm ericansfrom T ax HikeActof2015 (P AT H Act). U nlikerecentyear-end
tax legislationsw hichm erely extended alonglistofpopulartax incentives,theP AT H Actm ade
m any ofthesetaxbreaksperm anent. S om eofthem orepopularprovisionsarelistedbelow .

IN DIVIDU A L S

1. State and Local Sales Tax Deduction

T heelectiontoclaim anitem izeddeductionforstateandlocalgeneralsalestaxes,in
lieu ofdeductingstateand localincom etaxes,expiredafterDecem ber31,2014.T heP AT H Act
m akestheelectionperm anent.

T hisprovisionisparticularly valuabletotaxpayersw holiveinastatew ithoutanincom e
tax asw ellasfortaxpayersw hom akebigticketpurchasesduringtheyear.

2. American Opportunity Tax Credit

T heAm ericanO pportunity T ax Credit,apopulareducationtax credit,w asm ade
perm anentby theAct.T hecreditprovidesupto$2,500 tohelpoffseteducationcostssubject
toadjustedgrossincom e(AGI)phase-outam ountsof$80,000 (single)and$160,000 (m arried
filingjointly).

T hiscredithad beenscheduledtoexpireafter2017 andnow givesparentstryingto
fund collegeeducationcostssom ecertainty w ithrespecttothecredit.

3. Teachers' Classroom Expense Deduction

T heP AT H Actperm anently extendstheabove-the-linedeductionforelem entary and
secondary schoolteachers'classroom expenses.Italsom odifiesthedeductionby indexingthe
$250 m axim um deductionam ountforinflationbeginningin2016.Intax yearsafter2015,
professionaldevelopm entexpensesarealsonow m adepartofthededuction.

4. Transit Benefits Parity

T heActperm anently extendsparity am ongtransitbenefits,includingvanpoolbenefits,
transitpassesandqualifiedparking.



Page 2 of 5

Fortaxyearsbeginningin2016,theinflation-adjusted m onthly exclusionam ountfor
transitpassesand vanpoolbenefitsw illincreaseto$255 (upfrom $250 in2015).

5. Charitable Distributions from IRAs

T heActperm anently extendstheprovisionallow ingindividualsaged 70 ½ andolderto
m aketax-freedistributionsfrom individualretirem entaccounts(IR As)toqualifiedcharitable
organizations.T hecapcontinuestobe$100,000;how ever,am ountsinexcessof$100,000 m ay
beclaim ed asanitem ized deduction.

6. Qualified Conservation Contributions

A specialruleallow scontributionsofcapitalgainrealproperty forconservation
purposes,w iththecontributiontobetakenagainst50 percentofthecontributionbase.U nder
theAct,thisspecialruleisperm anently extended.

In addition to the provisions being made permanent, the following provisions received a
two-year extension retroactive to the beginning of 2015 (and therefore will expire at the end of
2016 unless renewed):

7. Qualified Tuition/Related-Expenses Deduction

T heActextendsthrough2016 theabove-the-linedeductionforqualified tuitionand
feesforpost-secondary education.

8. Mortgage Debt Exclusion

T heActexcludesfrom incom ecancellationofm ortgagedebtonaprincipalresidenceof
upto$2 m illion($1 m illionforam arriedtaxpayerfilingaseparatereturn)through2016.

W ithouttheextension,debtthatisforgiventhroughaforeclosure,shortsaleorloan
m odificationcouldbetreated astaxableincom eunlessananotherexclusion(insolvency)isnot
available.

9. Mortgage Insurance Premium Deduction

M ortgageinsuranceprem ium saredeductibleasqualifiedresidenceinterestsubjectto
AGIphase-out.
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10. Code Sec. 529 Plans

U ndertheAct,qualifiedexpensesnow includethepurchaseofcom puterequipm ent
andtechnology m adew ithadistributionfrom aCodeS ec.529 plan.T hechangeforcom puter
equipm entandtechnology appliestotaxyearsbeginningafterDecem ber31,2014.

BU S IN ES S ES

T heP AT H Actalsoincludesm any businesstax incentives,w ithsom em ajorprovisions
beingm adeperm anentand som eextended. S om eoftheseprovisionsarehighlightedbelow .

1. Code Sec. 179 Expensing

T heActperm anently setstheCodeS ec.179 expensinglim itat$500,000,w itha
$2 m illionoverallinvestm entlim itbeforephase-out(botham ountsindexedforinflation
beginningin2016).T helim itshadbeensettorevertbackto$25,000 w ithaninvestm entlim it
of$200,000.

2. Research Tax Credit

T heresearchand developm ent(R &D)taxcreditisavailabletotaxpayersw ithspecified
increasesinbusiness-relatedqualifiedresearchexpendituresandforincreasesinpaym entsto
universitiesandotherqualifiedorganizationsforbasicresearch.T heActperm anently extends
thecreditandincreasesthealternativesim plifiedcreditfrom 14 percentto20 percent.

Althoughusedprim arily by largebusinesses,thecreditisalsoavailabletosm all
businessesand couldbeofespecially greatvalueinthetechnology sector.

3. 100-Percent Gain Exclusion on Qualified Small Business Stock

T he100-percentexclusionallow ed forgainonthesaleorexchangeofqualifiedsm all
businessstockheldform orethanfiveyearsby non-corporatetaxpayersism adeperm anent.

4. Reduced Recognition Period For S Corporation Built-In Gains Tax

T heActm akesperm anentthefive-yearrecognitionperiodforbuilt-ingainfollow ing
conversionfrom aC toanS corporation.

5. Other Permanent Business Extenders

The Act also extends permanently and in some cases modifies:
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 15-yearstraight-linecostrecovery forqualified leaseholdim provem ents,restaurant
property andretailim provem ents

 Em ployerw agecreditforem ployeesw hoareactiveduty m em bersoftheuniform ed
services

 T reatm entofcertaindividendsofregulatedinvestm entcom panies(R ICs)
 T hesubpartFexceptionforactivefinancingincom e
 Charitabledeductionsforthecontributionoffood inventory
 T ax treatm entofcertainpaym entstocontrollingexem ptorganizations
 Basisadjustm entinstockw henanS corporationm akescharitablecontributionsof

property
 M inim um low -incom ehousingtax creditfornon-federally subsidizedbuildings
 M ilitary housingallow anceexclusionindeterm ininglow -incom etenants
 R IC qualified investm ententity treatm entunderFIR P T A

6. Bonus Depreciation

T heActextendsbonusdepreciation(additionalfirst-yeardepreciation)underaphase-
dow nschedulethrough2019:

 at50 percentfor2015-2017;
 at40 percentin2018;and
 at30 percentin2019.

EN ER GY P R O VIS IO N S

T heActextendsm any energy provisionsforbothindividualsand businesses.

1. Code Sec. 25C Credit

T heActextendsthrough2016 theCodeS ec.25C residentialenergy property credit.

Q ualified CodeS ec.25C property includesaddinginsulation,energy efficientexterior
w indow sand energy efficientheatingandairconditioningsystem s.T heActallow sacreditof
upto10 percentofqualifyingexpenses,capped at$500.

2. Production Tax Credit

T heFY 2016 om nibusextendstheproductiontaxcredit(P T C)forw indenergy through
2019 butsubjectsthecredittophase-dow n.
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3. Solar Incentives

T heFY 2016 om nibusalsoextendsthesolarinvestm enttax creditandthecreditfor
qualifiedresidentialsolarproperty butsubjectsthecreditstophase-dow n.U ndertheom nibus,
bothcreditsw illnotbeavailableafter2021.

4. Energy-Efficient Commercial Buildings Deduction

T heActextendsthrough2016 thedeductionforenergy efficientcom m ercialbuildings.
Additionally,theActupdatestheenergy efficiency standards.

M A S S A CHU S ET T S

1. Massachusetts Income Tax Decrease

T heM assachusettsincom etaxdecreasedfrom 5.15 percentto5.10 percentonboth
earned incom e(salariesand w ages)andunearned incom e(interest,dividends,etc.)asof
January 1,2016.

2. The Real Estate Tax Credit for Taxpayers 65 and Older

T herealestatetax creditforthose65 andolderw hoqualify forthecreditw asincreased
from $1,050 to$1,070 andtheincom ethresholdincreasedby $1,000 forsingletaxpayersto
$57,000,headsofhouseholdto$71,000 andm arried couplesto$85,000.T hem axim um
assessed valueofthehom eow ners’ principalresidencew asalsoincreased by $2,000 to
$693,000.

Inordertoqualify,thetaxpayer’srealestatetaxesfortheyearm ustexceed 10% ofthe
aboveam ounts.


