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LEAD STORY- IRS HACKING EPISODE WIDENS- (and what steps 
you can take for protection) 

 

News reports this past month alerted us to the fact that the IRS is notifying more taxpayers they may 

have been affected by the May 2015 hacking of the online “Get Transcript” service.  

The original estimate of affected taxpayers (those whom the hackers gained access to the taxpayer's 

account) has grown from 114,000 to approximately 334,000 taxpayers. The hackers used stolen Social 

Security Numbers and other data acquired from social media and other sources to breach the IRS's 

system.  

For those affected, The IRS is offering free credit monitoring services and other protections (such as 

Identity Protection PINs) to taxpayers whose information was compromised. In addition, another 

170,000 households have been notified that their personal information could possibly be at risk. 

That’s the unfortunate fact. However, the question that our clients typically ask is “what steps can I 

take to prevent this from happening to me?” 

Here is the sobering news: Not any one of us can control the processes of government (or the lack 

thereof). Contact Congress? Sure. It might help you a little if you get a competent aide to help you (and 



it will get you a nice letter on Congressional stationery from your representative about IRS funding 

issues written straight from central casting), but the truth is that there’s not a lot they can do, either.  

That said, the government is not terribly helpful in these situations. But the question remains, is 

there anything YOU can do? 

To this end, I offer you two protective alternatives, one that is proven, and the other being something 

like chicken soup (in that it may not help, but it can’t hurt). 

The proven alternative is the filing of an IRS Form 14039. If you are the victim of identity theft (or, 

if you have been dealing in any context where you even have reason to believe your identity has been 

compromised), it is always a good idea to be proactive and file this form, or ask your responsible 

professional to assemble this for you. (It is my belief that all good firms should inform clients of the 

existence of this form, and make this process available for them). 

The protective “chicken soup” alternative is to consider filing your returns in paper. The benefits of 

this option are not ascertainable, as the last entity wanting you to do a manual tax return is your 

government, (and only government would be able to provide such statistics). However, it is certain that 

the “electronic footprint” of a manually-filed return is much smaller than that of an electronically-filed 

return, which is required to go through an “e-file provider” to the taxing authorities. But this is not 

necessarily a call to panic. The e-file providers are usually the commercial service and software 

companies employed by preparers; all of which hitherto have been without issues. (That said the 

consumer version of “Turbo Tax” did have a number of identity issues last season). 

Anecdotal information circulating on tax professional boards reflects that there have been no reports 

concerning identity issues with manually-filed returns. That alone may cause taxpayers to elect this 

option, (even though it may be more costly and time-consuming). However, it does not appear that a 

manually-filed return would have been any insurance whatsoever against this latest IRS breach. 

Sadly, the beat goes on. For any additional information on this subject (or, if you have any 

questions), feel free to contact us. 

Tony De Angelo 

******** 

Tax due dates 

● September 15 – Third quarter installment of 2015 individual estimated income tax is due. 

● September 15 – Filing deadline for 2014 tax returns for calendar-year corporations that 

received an automatic extension of the March 16 filing deadline. 

● September 15 – Filing deadline for 2014 partnership tax returns that received an extension of 

the April 15 filing deadline. 

● October 1 – Generally, the deadline for businesses to adopt a SIMPLE retirement plan for 2015. 

● October 15 – Deadline for filing 2014 individual tax returns on extension. 

Roth re-do deadline approaching 

It turns out you can go back after all – at least when it comes to last year’s decision to convert your 

traditional IRA to a Roth. The question is, do you want to? 

You might, if your circumstances have changed. For example, say the value of the assets in your 

new Roth account is currently less than when you made the conversion. Changing your mind could save 

tax dollars. 

Recharacterizing your Roth conversion lets you go back in time as if the conversion never happened. 

You’ll have to act soon, though, because the window for undoing a 2014 Roth conversion closes 



October 15, 2015. Before that date, you have the opportunity to undo all or part of last year’s 

conversion. 

After October 15, you can change your mind once more and put the money back in a Roth. That 

might be a good choice when you’re recharacterizing because of a reduction in the value of the account. 

Just remember you’ll have to wait at least 30 days to convert again. 

Give us a call for information on Roth recharacterization rules. We’ll help you figure out if “going 

back” is a good idea. 

Finish the year with effective tax planning 

The fourth quarter is often make-or-break time in sports. Likewise, tax-cutting steps you take in the 

last three months of the year can transform a financial plan into a bona fide winner. 

Late-year tax planning is often a matter of reviewing your inflows and outflows. For instance, 

income from capital gains can be subject to both capital gains tax and the 3.8% Medicare surtax. To 

offset capital gains, you might sell investments that have lost value since you purchased them. Net 

capital losses can be used to reduce ordinary income by up to $3,000. A tax-saving examination of your 

portfolio is also a good time to rebalance your holdings between asset classes. 

Interest and dividend income can be subject to the 3.8% Medicare surtax too. Plan for this by 

considering investments in municipal bonds that pay tax-free interest. If you are contemplating a mutual 

fund investment between now and the end of the year, check the fund’s expected dividend date. 

Purchasing a mutual fund now could bring an unwanted taxable dividend before December 31. 

On the outflow side, look for opportunities to maximize deductions. Accelerate your charitable 

donations and consider donating appreciated securities you have owned for more than one year. This 

strategy can offer double value – you get the benefit of a deduction and you don’t have to pay tax on the 

gain. 

Take advantage of increased retirement plan contribution limits for 2015. This year you can 

contribute as much as $5,500 to a Roth or traditional IRA ($6,500 if you’re age 50 or over). The limit for 

401(k) plans is $18,000, plus an additional $6,000 if you’re 50 or older. While checking on the status of 

your retirement plan contributions, review your list of beneficiaries too. 

Another important fourth quarter exercise is an analysis of your income tax withholdings and 

estimated payments. These can be affected by personal events such as a change in marital status, the sale 

of property, or a new job. 

Effective tax planning is a matter of finishing well, and can save you real money. Contact our office 

to discuss steps you can take to make the fourth quarter a strong one for you. 

Understand mutual fund expenses 

Are you familiar with the charges imposed by the mutual funds you own? Since fund expenses 

affect your investment return, understanding the costs is an important step in making sound 

investment decisions. Here are some common charges you’ll want to know about before you invest. 

● Load. A load is a sales charge imposed by the fund. You might think of it as similar to the fee 

you pay a broker to purchase a stock. Mutual funds fit in two broad categories: load and no-load. 

Load funds include front-end, back-end, and level-load. A front-end load, as the name implies, is 

charged when you make your initial investment. A back-end load is charged when you sell your 

investment before a specified period of time has passed. A level-load charges you an ongoing fee (for 

instance, 1% per year) as long as you own the shares. A no-load fund has no sales charge. Keep in 

mind that no-load is not the same as no-fee. No-load funds can still charge purchase fees, redemption 

fees, exchange fees, and account fees. Look for information on fees and charges in a fee table located 

near the front of a fund’s prospectus under the heading “Shareholder Fees.” 



● Expense ratio. The expense ratio tells you the cost of operating and managing the fund. 

These costs include marketing fees (sometimes called 12b-1 fees), management fees, administrative 

fees, operating costs, and other asset-based costs incurred by the mutual fund. A high expense ratio 

can hurt your overall return. 

● Turnover and taxes. A fund’s turnover ratio indicates how often the fund buys and sells 

stocks. A high turnover ratio reflects active trading. Because funds pass capital gains through to 

shareholders, active trading could result in taxable income for you. A low turnover ratio indicates a 

“buy and hold” strategy that can postpone the tax bite. 

If you have questions about mutual fund terminology, (or in dealing with mutual funds at all) 

give us a call. 

 

 
This newsletter provides business, financial, and tax information to clients and friends of our firm. This general information should not be 

acted upon without first determining its application to your specific situation. For further details on any article, please contact us. 
================================================================= 

To the extent that written tax advice was present in this communication, additional issues may exist that could affect the federal or local tax 

treatment thereof. Therefore, this communication does not provide a conclusion with respect to such issues. With respect to issues outside the 

limited scope of this advice, this advice was not written, nor can it be used, for penalty avoidance. (The foregoing instruction has been added 

pursuant to U.S. Treasury Regulations governing tax practice effective on, or after June 20, 2005.) 

 


