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As we look back on the past year and begin to prepare for the 2016 tax season, we want to 
take a moment to thank each of you for your continued business. We appreciate our new 
clients who have recently found us and have allowed us the opportunity to serve their busi-
ness needs. We also want to thank those of you who have known us for years; we thank 
you for your continued loyalty and trust in our team.  
  
Our 2015 was filled with lots of positive changes! We moved into our great new office on 
March Lane, implemented new software in order to better serve each of you, and held our 
annual Company retreat to begin to plan for the upcoming tax season. We are excited for 
all that we have planned for 2016 and we look forward to serving you this upcoming year 
and beyond. 

We wish you a  
Happy Holiday Season  

and a prosperous New Year!  
 

Any accounting, business, or tax advice contained in this newsletter is not intended as a thorough, in-depth analysis of 

specific issues, nor a substitute for a formal opinion, nor is it sufficient to avoid tax related penalties.  If desired, Croce & 

Company would be pleased to perform the requisite research for your particular situation.   
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CASH 

NON-

CASH 

 > $5,000 

 > $500 

 > $250 

 < $250 Detailed receipts, canceled checks, or bank statement  

Detailed written acknowledgement from the charity  -       

obtained no later than the year the contribution was made  

Above support and detailed written acknowledgement from the charity  

Qualified appraisal  

 < $500 Description of property donated, receipt or letter from the   charity, 

& support for the fair market value or cost of donation.  



 

§ How many years back can I get audited? 

 5`] klYlml] g^ daealYlagfk ak l`j]] q]Yjkº  *^ qgmj j]lmjf oYk 
 ³d]\ äËáåËáå al [Yf Z] Ym\al]\ mh lg äËáåËáèº  /gl] l`Yl a^ qgm 
 ³d] qgmj j]lmjf gf ]pl]fkagf gf 0[lgZ]j áål` al Ydkg ]pl]f\k 
 l`] lae] qgmj j]lmjf [Yf Z] Ym\al]\ lg 0[lgZ]j áål`º   

 *^ l`] *34 ³f\k l`Yl qgm `Yn] geaǓ]\ af[ge] l`Yl ]p[]]\k 
 âåñ g^ j]hgjl]\ _jgkk af[ge] l`Yl klYlml] ak \gmZd]\ lg kap 
 q]Yjkº   

 5`] *34 [Yf Ym\al qgm Yl Yfq lae] a^ l`]q ³f\ l`]j] oYk ^Ydk] 
 gj ^jYm\md]fl af^gjeYlagf ³d]\ gj o`]f fg j]lmjf oYk ³d]\º    

§ What do I do if I am not ready for my appointment? 

  $gflY[l l`] Ym\algj dakl]\ gf l`] *34 d]Ǔ]j a^ qgm [Yffgl _Yl`]j Ydd l`] f][]kkYjq af^gjeYlagfº     
  0^l]f al ak Z]Ǔ]j lg _]l l`]e o`Yl qgm \g `Yn] l`Yf lg hgklhgf]º    

§ Does filing an amended return make it more likely I will get audited?  

  "e]f\af_ Y j]lmjf \g]k fgl eYc] al egj] dac]dq lg Z] k]d][l]\ ^gj Ym\alº  )go]n]j Ye]f\]\   
   j]lmjfk kladd eYq Z] k]d][l]\ ^gj Ym\alº    
 
*^ qgm `Yn] Z]]f fgla³]\ g^ Yf *34 Ym\al hd]Yk] [gflY[l gmj gǍ[] ^gj YkkaklYf[] gj Yfq im]klagfk 

qgm eYq `Yn] YZgml l`] hjg[]kkº  

 

IRS  

Audit 

FAQ 



 

 

The IRS has issued the depreciation deduction limitations and lease inclusion amounts for vehicles purchased or leased in  

2015. In general, there are two methods for computing vehicle expenses, the standard mileage rate or the actual expense  

method.  

 

STANDARD MILEAGE RATE: 

You may deduct 57.5 cents per mile for 2015.   

You may not depreciate your car or deduct lease 

payments.  

 

ACTUAL EXPENSE METHOD: 

You may take deductions for depreciation or lease  

payments, registration fees, licenses, gas, insurance, 

oil, repairs, garage rent, tolls, tires and parking fees. 

  

DEPRECIATION LIMITATIONS: 

There are limitations imposed on the amount of depreciation allowed for a passenger automobile, including the 

amount under the Code Sec. 179 election to expense depreciable property.  

Larger limitations apply to trucks and vans (includes SUVs).  

 

             For automobiles (placed in service in calendar year 2015, the depreciation limitations are: 

 

 

 

 

 

 
 

 

 
 

LEASED VEHICLES: 

If a òluxury caró is leased, a certain dollar amount must be added back to income (the òlease inclusionó amount). The 

add-back is an attempt to equalize the lease payment deduction with the depreciation limitation available for pur-

chased vehicles because leased vehicles cannot be depreciated. The inclusion amounts for leased passenger auto 

       mobiles and vans and trucks vary with the fair market value of the vehicle. 

  

       

PERSONAL AND BUSINESS USE: 

Regardless of the method, if your vehicle is used for personal, as well as business purposes, only expenses or mileage 

attributable to the business use are deductible. Therefore, the business use of the vehicle should be substantiated. 

The goal is to produce the lowest overall transportation costs. Consequently, an analysis of the after-tax costs of   

     your business vehicle expenses would be beneficial. 

 

Determining whether you should use the standard mileage rate or actual expense method, or whether to lease or  purchase a 

vehicle may depend in part on the depreciation deduction limitations and lease inclusion amounts provided by the IRS. In addi-

tion, there are tax credits available for some energy-efficient vehicles that should be considered when making these decisions. 

 

 

Please call us or arrange an appointment to discuss your vehicle expense alternatives and substantiation requirements. 

 Tax Year  Passenger Autos Trucks/Vans 

1st   $  3,160   $ 3,460  

2nd   $  5,100   $ 5,600  

3rd   $  3,050   $ 3,350  

Following Years   $  1,875   $ 1,975  

 

2015 Vehicle Depreciation and Deduction Limits 



 

 

 

QUICKBOOKS PAYROLL TIP:   

UPDATING YOUR NEW SUI RATE 

 
In early January you should receive a rate change notice from the 
EDD informing you of your new CA State Unemployment Insur-
ance tax rate for 2016.  
 
If you do not receive a rate change notice you can log onto the 
EDD website:  
http://www.edd.ca.gov/Payroll_Taxes/e-Services_for_Business.htm  

 
Select View your Payroll Tax Rates.  Enter your Employer Account 
Number and select óGet My UI Rate.   

Note: 
QuickBooks does not automatically 
update the SUI Rate because it is 
unique to your business so this will 
need to be manually updated. 

 
 

§ Choose Lists > Payroll Item List 

 

§ Double-click the State Unemployment Tax 

item, which is typically named: [state] -   
      Unemployment Company 
 

§ Click Next > Next for the Company tax 

rates for [year], and enter the rates for each 
quarter. 

 

§ Click Next once and click to clear any com-

pensation items that are not subject to your 
state's  unemployment tax (check with your 
state's unemployment department for more 
details).  

 

§ Click Next > Finish 

If you have any questions please contact our Consulting Department and they can assist you. 

As shown in the box above, if your system date is between 
7/1 and 1/1 you will also be able to add the rate for the first 
quarter of the following year. 

HOW TO CHANGE YOUR SUI RATE IN QUICKBOOKS 

http://www.edd.ca.gov/Payroll_Taxes/e-Services_for_Business.htm


 
Business trips, conventions, and continuing education semi-
nars are frequently planned to incorporate exotic locations 
and leisure time. Although the basic rules are relatively 
simple, there are a number of factors that determine the 

deductibility of your trip. 

Business Travel - The Basics: Taxpayers are permitted 

to deduct òaway from homeó travel expenses, including 
fares, meals, lodging, and incidentals if they are not other-
wise lavish or extravagant. A business trip is òaway from 
homeó if it takes enough time that the taxpayer may be 
reasonably expected to need sleep or rest. A taxpayer's 
tax home is his regular or principal place of business, or his 
regular abode if he has no regular or principal place of 
business. The primary reason for the trip (and the majority 
of time spent) must be related to your trade or business. If, 
a certain day is devoted primarily for pleasure, that day's 
expenses are not deductible.  If more than half of your trip 
is devoted to pleasure none of the transportation expenses 
getting to/from your destination are deductible. The addi-
tional expense incurred to have a spouse join you is also 
not deductible unless your spouse also is a legitimate em-

ployee within the business. 

Foreign Travel:  Some of your travel expenses may not be 

deductible if you take part in substantial nonbusiness activ-
ity during the trip. Taxpayers who travel outside the U.S. 
for longer than one week or spend less than 75 percent of 
their time on business are subject to allocation rules, which 
operate to partially disallow their expenses, unless they 
had no control over the trip arrangements or the vacation 
portion was not a major consideration of making the trip. 
The general rule is to allocate expenses, including meals 
and lodging, between business and nonbusiness on a day-
to-day basis. Each day is either entirely for business, or it 
is considered to be a nonbusiness day. A day counts as 
entirely for business if the taxpayer's principal activity on 
such day was the pursuit of a trade or business. In addi-
tion, a day is counted as a business day if any of the fol-

lowing factors are present if the taxpayer is: 

¶ Traveling to or from an overseas destination in pursuit of a 

trade or business. 

¶ Required to be present outside the U.S. on that day at a 
particular place for a specific and bona fide business pur-
pose. 

¶ Prevented on that day from engaging in the conduct of his 
or her principal business activity due to circumstances be-
yond their control. 

¶ The day was a Saturday, Sunday, legal holiday or other 
reasonably necessary stand-by day 

  

 

 

 

 

 

 

 

 

 

 

Educational Travel: In contrast to travel in order to reach 

a place of education (for example, driving to a conference 
in San Francisco), travel itself can be considered abstractly 
as a form of education. However, the tax law expressly 
prohibits deducting expenses for travel as a form of edu-
cation. For example, French language teacher who travels 
throughout France specifically to enhance her language 

skills would not be allowed to deduct her travel expenses.   

Conventions and Seminars: Expenses for both self-

employed persons and employees to attend a convention 
in the U.S. may be deductible if there is a sufficient rela-
tionship to the taxpayer's business. A special rule prohibits 
the deduction of any costs of attending conventions or sem-

inars for investment purposes. 

Foreign conventions: A foreign convention under the tax 

law is considered one held outside the U.S., its possessions 
and territories, Canada, or Mexico. The taxpayer must 
establish that the meeting is directly related to the active 
conduct of his trade or business and that it is as reasona-
ble to be held outside the North American area as within 

it. 

Cruise ships:  A limited deduction is permitted for conven-

tions on cruise ships if the ship is of U.S. registry, all ports 
of call are in the U.S. or its possessions, and the meeting is 
directly related to the taxpayer's trade or business. Rigor-
ous reporting requirements must be satisfied, including 
written statements by both the attendee and an officer of 

the sponsoring organization. 

 

Business Trips That Mix Business with Pleasure 



Early Withdrawals 

From Your IRA   

 
 
 
 
 
 
 
You may withdraw money from an IRA at any time. However, an early with-
drawal (before age 59½) can trigger income tax liability of the amount with-
drawn and a 10 percent penalty tax unless there is an exception to this gen-
eral rule. Funds in an IRA should be the last nest egg you touch unless the 
10 percent penalty can be avoided. 
  
10 percent penalty: Withdrawals from traditional IRAs and Roth IRAs are 
taxed differently since the 10 percent penalty only applies to the portion of 
the distribution subject to income tax (except for amounts attributable to Roth 
conversions within five years): 
 

§ Traditional IRA: distributions are treated as coming ratably 
from contributions and earnings. Only the portion of a distribu-
tion attributable to nondeductible contributions is not taxed, 
while the portion of the distribution attributable to deductible 
contributions is treated the same as earnings. 

§ Roth IRA: distributions are first deemed to be paid out of con-
tributions, which are nondeductible (or already taxed in the 
case of a rollover situation). Therefore, substantial withdrawals 
may be made for any reason from Roth IRAs without tax or 
penalty. 

  
Exceptions: The IRS has identified the following exceptions to the 10 per-
cent penalty for early distributions 
 

§ Made to a beneficiary or estate on account of the IRA owner's 
death 

§ Made on account of disability 

§ Made as part of a series of substantially equal periodic pay-
ments for your life (or life expectancy) or the joint lives (or joint 
life expectancies) of you and your designated beneficiary 

§ Qualified first-time homebuyer distributions 

§ Not in excess of your qualified higher education expenses 

§ Not in excess of certain medical insurance premiums paid 
while unemployed 

§ Not in excess of your unreimbursed medical expenses that are 
more than a certain percentage of your adjusted gross income 

§ Due to an IRS levy 

§ A qualified reservist distribution 

 

  

 

TOO MANY RECEIPTS? 

You know you have to keep receipts to substanti-

ate your expenses if you own a business or item-

ize your deductions but with paper work piling up   

how do you find time to organize them, keep them 

from fading, or getting lost?  

The key to staying organized to keep track as the 

transaction occurs.  Sometimes it is hard to deci-

pher the descriptions on the receipt.  Adding a 

quick  note can help you remember what was pur-

chased and why it is deductible.   

A great tool to make it easier is a website/app 

named Shoeboxed . You can take photos from your 

smart phone, scan, or even mail your receipts to 

them and it will be uploaded into your cloud ac-

count.  You can add notes and classifications to 

each receipt.   

Also, it allows you to track mileage using your 

phoneõs GPS.  The organization is approved by the 

IRS for their receipt images.  It also integrates 

with Quickbooks and allows you to run reports 

which are beneficial when it comes to gathering 

info for tax season or tracking your spending.   

Account costs vary depending on the volume of 

documents you need stored and number of users.   

See more at www.shoeboxed.com 



FAQ on Individual Shared Responsibility 

The individual shared responsibility provision calls for each individual to have minimum essential health coverage, qualify for 

an exemption, or make a payment when filing his or her federal income tax return.   

The individual mandate became effective on January 1, 2014 and applies to each month in the calendar year.  

¶ Employer-sponsored coverage 

¶ Coverage purchased in the individual market 

¶ Medicare Part A coverage and Medicare Advantage plans 

¶ Most Medicaid coverage 

¶ Children's Health Insurance Program (CHIP) coverage 

¶ Veterans health coverage administered by the VA 

¶ Some State high risk pools 

1. Religious conscience. The SSA administers the process for recognizing religious sects according to the criteria in 

the law that oppose accepting any insurance benefits. 

2. Member of a Health care sharing ministry.  

3. Member of a federally recognized Indian tribe.  

4. Income below the income tax return filing requirement.  

5. Without coverage for less than three consecutive months during 
the year. 

6. Suffered a hardship that makes you unable to obtain coverage, as 
defined by the Department of HHS. 

7. Unable to afford coverage (minimum amount you must pay for the 
premiums has to be more than eight percent of your household 

income) 

8. Incarcerated in a jail, prison, or similar penal institution or correctional facility. 

9. Not a U.S. citizen, a U.S. national or an alien lawfully present in the U.S. 

It depends upon the exemption for which you qualify. 

¶ The religious conscience exemption and most hardship exemptions are available only by going to the Health Insur-
ance Marketplace and applying for an exemption certificate.  

¶ The exemptions for members of federally recognized Indian tribes, members of health care sharing ministries and 
individuals who are incarcerated are available either by going to a Marketplace or Exchange and applying for an ex-

emption certificate or by claiming the exemption as part of filing a federal income tax return. 

¶ The exemptions for lack of affordable coverage, a short coverage gap, certain hardships, household income below 
the filing threshold and individuals who are not lawfully present in the United States may be claimed only as part of 

filing a federal income tax return. 

¶ Most types of TRICARE coverage  

¶ Coverage provided to Peace Corps volunteers 

¶ Coverage under the Non-appropriated Fund Health 

Benefit Program 

¶ Refugee Medical Assistance  

¶ Some Self-funded health coverage offered to stu-

dents by universities  

¶ Other coverage recognized by the Secretary of HHS  

What counts as minimum essential coverage? 

What are some exemptions from the requirement to obtain minimum essential coverage? 

If I think I qualify for an exemption, how do I obtain it? 



 

 

 

 

 

 

 

 

If there is one thing that is constant in public accounting it is change. Changing regulations, 
rates, methods, you name it! As such, we held our annual retreat in order to reflect on our 
past year, collaborate and refine our best practices, and plan for the foreseeable upcoming 
changes in our profession. One of the activities that we did while at our retreat was to devel-

op a few words that we feel really describe us at Croce & Company. In the section above we 
have depicted the words that were chosen by our team.   But through all of our discussions, 
the one unanimous, underlying theme was that we truly believe in working  with  you as our 
clients and not  for  you. We strive to be more than just your tax preparers but your trusted 
business resource. As such, as conditions change in your business or your life come talk to us 
and we can help you plan for the future. We look forward to building new relationships with 
each of you and continuing to expand upon those that are already established.  

 

Cyber security is a critical issue and we want 

to ensure that any documents we share are 

protected.   

The safest way to transfer your information to 

us is via our secure portal.  Contact us and 

we will set up your account.  Any documents 

with sensitive information should definitely be 

sent through the portal for your protection.  

Once your account is initiated you will re-

ceive an email with instructions to log in.  You 

can also access the portal from the our web-

site www.CroceCo.com 

SAFE & SECURE FILE SHARINGðCROCE & CO. PORTAL  



˲̅̎̔́  ̌̏  ̆

˶́̃́̔̉̏  ̎

˨̏̍  ̅̏  ̒ 

˲̅̓̉̄̅̎̃̅ 
 
 

 
With sites like Airbnb gaining in popularity more and more people are renting 
out their vacation home.  The tax consequences of the rental depend upon the 
amount of time the home is rented and the amount of time you use the home 
for personal purposes. 

If you are renting your vacation home make sure to notify your tax preparer 

of the number of days rented and used personally, as it determines how it is 

treated on your return. If you have any questions as to how these rules may 

apply to your particular situation, please do not hesitate to call. 

Is my child still my  
dependent?  

  
 

 

 

 

 

With kids off to college or moving back 
in after graduating it can be difficult to 
determine if they are still considered 
your dependent for tax purposes.  
Keep in mind the following:  

They are no longer a qualifying child if: 

1. They are over age 19 or 24 (if a full 
time student)  

2. They provide more than half of their 
own support   

3. They are married  

4. They claim themselves or a depend-
ent on their own individual tax re-
turn 

5. They do not live in your home for 
more than half the year (unless tem-
porarily for education, illness, or 
military service.)  

Note/ If none of the above are true except 
for #1 they may still qualify as a qualifying 
relative and be able to be claimed as a de-
pendent. 

Let us know this filing season if any of the 
above situations have changed in your family. 

˭̉̎̉̍̍̕ ˲̅̎̔́̌ ˵̓̅ 
 If you rent the property for fewer 
than 15 days during the year, you are 
not allowed deductions directly at-
tributable to such rental, but that's 
because of a bigger benefit: no rental 
income is includible in gross income. 
Deductions allowed without regard 
to whether or not the home is used 
for business or the production of in-
come (e.g., mortgage interest, prop-
erty taxes, or a casualty loss) may 
still be taken. 
 

 
ˤ̅̄̃̔̉̏̎̕ ˬ̉̍̉̔́̔̉̏̎̓ 
If you rent the property for 15 or 
more days during the tax year and it 
is used by the taxpayer for personal 
purposes for the greater of (a) more 
than 14 days or (b) more than 10% of 
the number of days during the year 
for which the home is rented, the 
rental deductions are limited. Under 
this limitation the amount of the 
rental activity deductions may not 
exceed the amount by which the 
gross income derived from such ac-
tivity exceeds the deductions other-
wise allowable for the property, such 
as interest and taxes. 

˰̅̒̓̏̎́̌ ˵̓̅ 
A vacation home is deemed to have 
been used by the taxpayer for per-
sonal purposes if, for any part of the 
day, the home is used:  
             1. For personal purposes by  
   the taxpayer, any other   
   person who owns an in  
   terest in  the home, or the  
   relatives (spouses, broth- 
   ers, sisters, ancestors,   
   lineal descendants, and   
   spouses of lineal descend- 
   ants) of either. 
  2. By any individual who uses 
   the home under a reciprocal 
   arrangement, whether or  
   not a rental is charged. 

3. By any other individual 
who  uses the home unless 
a fair rental is charged.      

 
ˣ̏̍̍̏̎ ˲̅̎̔́̌ ˥̘̐̅̎̓̅̓ 
Make sure to keep a detailed record 
of your expenses.  Most common are:  
 
Advertising, Cleaning, Commissions, 
Insurance, Mortgage Interest,  Legal 
and professional fees, Management 
fees, Repairs, Taxes, and Utilities.   


