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(Tax Extender Legislation continued on page 2)

On December 18, 2015, President 
Obama signed the Protecting Americans 
from Tax Hikes Act (PATH Act) of 
2015 into law.  I know, it’s hard to resist 
the comedic out-take on that title…

The specific laws that were extended, 
beginning for the 2015 tax year, in a 
permanent fashion (not all inclusive):

• $1,000 child tax credit – possibly 
refundable depending on income

• The American Opportunity 
Tax Credit – for those 
with college age kids

• The $250 above the line 
deduction for elementary and 
secondary school teachers. This 
is now also set to index with 
inflation beginning in 2016.

• Itemized deduction for state and 
local general sales tax – a nice 
one for South Dakota residents 
with no state income tax!

• Tax-free distributions from 
IRAs direct to charities for up 
to $100,000 (must be older 
than 70 1/2 years old)

• The Research and Development 
tax credit, with a few minor 
changes for the better

• Section 179 expensing (or the direct 
write off allowance) for $500,000, 
also set to index with inflation 
beginning in 2016.  This one still 
has a few limitations placed on 
it, so ask your CPA for details.

There were also some parts of 
the tax law that were extended, 
beginning for the 2015 tax year, for 5 
years instead of permanently which 
include but are not limited to:

• The work opportunity tax credit
• Bonus depreciation, on a tiered 

down system.  50% first year write 
off on new assets for the first 3 
years, 40% in year 4, 30% in year 5.

And a few two year extension items, 
beginning for the 2015 tax year, include:

• The exclusion for the discharge 
of qualified principal 
residence indebtedness

2015 TAX EXTENDER LEGISLATION
Jennifer Konvalin, CPa, Partner

Jennifer Konvalin
CPA, Partner
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• Mortgage insurance 
premiums being treated as 
qualified residence interest 
for those who qualify

• The above the line deduction 
for qualified tuition fees 
for those who qualify

• The Indian employment 
tax credit

There are several other 
items that have a much smaller 
population effect that we have 
not included here, but some 

of these are really good news 
for you and us alike.  Contact 
your KT representative today 
for further guidance on how the 
newest tax law may affect you.

(Tax Extender Legislation continued from page 1)

FRAUD PROTECTION 
lindsey nolan, CPa, assoCiate, tax dePartment

The national tax system 
experiences extreme challenges 
with data theft. Identity theft is the 
top complaint filed with the Federal 
Trade Commission, occurring 
every two seconds in the United 
States. The financial burden of 
identity theft now exceeds all other 
property crimes combined, making 
it a top criminal investigative 
priority. Keep in mind – not all 
data theft is identity theft, and not 
all identity theft is related to the 
filing of fraudulent tax returns.

IRS Commissioner John 
Koskinen has revealed these facts:

• 100 million+ Social 
Security Numbers (SSNs) 
were stolen in 2015

• 104,000+ taxpayer accounts 
had been compromised by 
hackers as of June 2015

• 220,000+ taxpayers have been 
offered credit protection and 
an Identity Protection PIN

• 19 million suspicious 
returns were reviewed 
between 2011-2014

• $63 billion fraudulent 
refunds were rejected 
between 2011-2014

• Nearly 1,800 investigations 
were initiated in the last two 
years; over 1,500 of these 

led to prison sentences

The IRS has taken more 
precautionary measures in recent 
years and improved cooperation 
with law enforcement.  Pre-refund 
fraud filters have increased from 
11 in 2012 to 200 in 2015. Direct 
deposits are now limited to three 
refunds into a single bank account. 
Electronic Filing Identification 
Number (EFIN) policies have 
been improved to prevent abuse; 
the IRS encourages preparers to 
monitor their number of returns 
filed using their EFIN to be able to 
detect any excessive use. Internal 
use of SSNs has been reduced, 
and prisoner tax fraud has also 
steadily declined. Nearly 29 
million deceased taxpayer accounts 
have been locked to avoid further 
activity. The IRS has worked with 
286 financial institutions in the past 
three years to identify fraudulent 
refunds; $3 billion worth of refunds 
were recovered this way. More 
than 20 new data elements were 
added to the filing verification 
process in an effort to limit fraud.

Tax return preparers are 
prime targets for fraudsters 
seeking personal and financial 
data. We are trained to treat this 

information like cash – don’t 
leave it lying around – and you 
should follow this same guideline 
too. The Internal Revenue Code 
imposes criminal and monetary 
penalties for anyone knowingly or 
recklessly making unauthorized 
disclosures. Types of scams that 
can lead to data loss include: 
phishing emails, fake phone 
calls, embedded text messages, 
Wi-Fi breaches, and bugged 
software. Forward IRS-related 
scam emails to phishing@irs.gov 
and report IRS-impersonation 
calls at www.tigta.gov.

Employers can do their 
part in reducing fraud risk as 

Lindsey Nolan
CPA

(Fraud Protection continued on page 3)
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How do I know if an individual 
performing work for my business 
is an employee or an independent 
contractor?  This is an important 
question to ask each time you hire 
someone new to perform work for 
you and to answer before providing 
payment for services to him/
her.  The correct determination 
of employee or independent 
contractor is the responsibility 
of the business owner.

Why is this an important 
question?  If determined to be an 
employee, the business owner 
is required to withhold from the 
employee’s pay federal income, 
Medicare and Social Security 
taxes.  The business is also required 
to pay Medicare and Social 
Security taxes and Federal and 
State unemployment taxes on this 
person’s gross pay. The employer is 
required to obtain a completed W-4 
from the individual at the point 
of hire to determine the proper 
federal income tax withholding. 

The business owner is required 
to issue an employee a W-2.

If determined to be an 
independent contractor, the 
business owner is required to 
obtain a completed W-9 from the 
individual/business. If the W-9 
is incomplete or inaccurate (for 
example, the wrong taxpayer 
identification number is provided), 
the business owner is required to 
withhold 28% federal income tax, 
known as backup withholding. The 
business owner is required to issue 
an independent contractor a 1099. 

Per Publication 15-A (2016), in 
determining whether the person 
providing service is an employee 
or an independent contractor, all 
information that provides evidence 
of the degree of control and 
independence must be considered.

Facts that provide 
evidence of the degree of 
control and independence 
fall into three categories:.

1. Behavioral: Does the 
company control or have the right 
to control what the worker does and 
how the worker does his or her job?

2. Financial: Are the business 
aspects of the worker’s job 
controlled by the payer? 
(these include things like 
how worker is paid, whether 
expenses are reimbursed, who 
provides tools/supplies, etc.)

INDEPENDENT CONTRACTOR VS. EMPLOYEE
shannon anderson, assoCiate, aCCounting dePartment

Shannon Anderson

(Fraud Protection continued from page 2)
well. The following is a list 
of ways to address potential 
theft in the workplace: 

• educate employees
• hire additional staff
• immediately notify clients 

if a data breach occurs
• obtain credit protection 

services
• ensure good insurance policies
• create strict password 

standards
• use top-rated security software
• protect wireless connections

• backup taxpayer data 
on external hard drive 
with limited access

• set up automatic shutdown 
of company computers

If you or your firm experiences 
taxpayer data loss, call your local 
stakeholder liaison listed on the 
IRS website (www.irs.gov). They 
will note your account, alert major 
credit bureaus, notify appropriate 
authorities, and help determine 
whether an investigation should be 

launched. The IRS is working hard 
with state officials, tax software 
providers, and tax preparers to 
combat the threat of compromised 
information. Cybercriminals are 
constantly evolving, but the IRS is 
also making progress. Remember 
the IRS will only initiate contact 
with you regarding a tax 
matter via mail, not any type 
of electronic communication. If 
you are concerned you may have 
suffered identity theft, contact your 
KT representative for assistance.

(Independent Contractor vs. Employee continued on page 4)



3. Type of Relationship: Are 
there written contracts or employee 
type benefits (i.e. pension plan, 
insurance, vacation pay, etc.)? 
Will the relationship continue 
and is the work performed a 
key aspect of the business?

The business owner must weigh 
all these factors when determining 

whether a worker is an employee 
or independent contractor. Some 
factors may indicate that the 
worker is an employee, while other 
factors indicate that the worker 
is an independent contractor. 
There is no “magic” or set 
number of factors that “makes” 
the worker an employee or an 
independent contractor, and no 

one factor stands alone in making 
this determination. Also, factors 
which are relevant in one situation 
may not be relevant in another. 
The keys are to look at the entire 
relationship, consider the degree 
or extent of the right to direct and 
control, and finally, to document 
each of the factors used in coming 
up with the determination.
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Working in the cloud offers 
some very attractive options to 
its users, but what if QuickBooks 
Online is not an option for your 
company?  Or, what if you 
are already familiar with your 
QuickBooks Desktop version 
and cringe at learning new 
software?  You are not alone!  
There is another alternative.

There are several Intuit 
approved companies that host the 
desktop version of QuickBooks in 
the cloud, including Pro, Premier, 
and Enterprise.  You get the cloud 
benefits of remote access from 
anywhere, anytime, automatic 
updates/backups, and fewer 
technology headaches, plus you 

still have all the features that the 
QuickBooks desktop version offers.

The hosting program allows 
end-users to have their licensed 
copies of QuickBooks desktop 
software installed on servers in an 
authorized remote hosting facility 
and then access that software over 
the internet on a virtual desktop 
via a secure connection and a 
web browser.  Some sites also 
give you the option of leasing the 
QuickBooks software instead of 
purchasing it.  The fees for the 
hosting program are monthly and 
are based on the number of user.  

To view a list of hosting 
companies that Intuit has screened 

for data safety and service, go to 
www.intuithostingprogram.com 
and click on either the Commercial 
or Standard Hosting Program 
button at the bottom of the screen.

QUICKBOOKS DESKTOP IN THE CLOUD – THE BEST OF BOTH WORLDS
Carol haivala, senior assoCiate, tax dePartment QuiCKBooKs Proadvisor

Carol Haivala
QuickBooks ProAdvisor 

(Independent Contractor vs. Employee continued from page 3)

Individual tax returns
(Forms 1040, 1040NR, 1040A and 1040EZ)
•First deadline is April 18, 2016
•Extended deadline is October 17, 2016

Estimated tax payments (Form 1040ES)
•April 18, 2016
•June 15, 2016
•September 15, 2016
•January 17, 2017

Partnership returns (Form 1065)
•First deadline is April 18, 2016
•Extended deadline is September 15, 2016

Trust and Estate income tax returns (Form 1041)
•First deadline is April 18, 2016
•Extended deadline is September 15, 2016

Corporation income tax returns (Forms 1120 and 1120-S)
•First deadline is March 15, 2016
•Extended deadline is September 15, 2016

TAX DEADLINES - CALENDAR YEAR TAXPAYERS



www.ktllp.com

the Kt Addition, Winter 2016 5Friends for Life.

REQUIREMENTS OF PAYING COMPENSATORY TIME AND TRAVEL
linda strong, assoCiate, aCCounting serviCes dePartment

Payroll can be tricky. A 
couple of confusing areas can 
be Compensatory (Comp) 
Time and Travel Time.  

Compensatory (Comp) Time:
Comp time is time off given to 

non-exempt or hourly employees 
in lieu of paying overtime. For 
example if an employee works 1 
hour of overtime in a week he or 
she would be given 1 1/2 hours of 
time off at some time in the future. 

Under the Fair Labor Standards 
Act (FLSA), only public agencies 
(like state or federal governments) 
can give comp time. Private 
employers must pay overtime 
to employees who work more 
than 40 hours in a week.

Travel time:
Travel time can be especially 

tricky when trying to figure out 
if travel time is working time.

• Travel to and from work 
is not considered work time.

• If your employee is working 
in another city for the day, travel 
time is considered work time. 
Although, the employer may 
deduct the time that the employee 
would normally spend commuting 
to their regular worksite.

• Time spent traveling as part 
of their job, such as travel from 
job site to job site is work time.

• Travel that includes 
an overnight stay:

• If the employee is driving, 
all travel time is paid.

• If the employee is traveling 
(as a passenger) within his 
or her normal work hours*, 
all travel time is paid. Travel 
time outside of normal 
work hours as a passenger 
does not have to be paid.

*Normal work hours: the hours 
an employee normally work eg., 
8:00-5:00 Monday. This includes 
travel on what would normally be 
a day off, such as a weekend or 
holiday.

Linda Strong
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For many business owners 
receiving customer payments is 
a big part of the day. There are 
a few common errors that occur 
when receiving that all important 
payment. You have done everything 
right up until this point, you have a 
customer that has placed an order 
and you have sent the order out 
or provided the service. You then 
went to your computer and created 
and sent the invoice and are now 
waiting on the money to come in. 
You receive the money in the mail 
and this is where it gets tricky. 

The first common mistake we 
see is that the owner then goes into 
QuickBooks and makes a deposit 
for the amount taken to the bank 
that day. You may be wondering 
what is wrong with this as all 
you can see is that the money has 
been recorded in QuickBooks and 
the money made it to the bank. 
However, nothing happened with 
the Accounts Receivable. Right 
now the balance due to you is still 
outstanding as far as QuickBooks 
is concerned. To avoid this error 
you need to go to Customers, 
Receive Payments, and then 
fill in the payment information 
applying it to the outstanding 
invoice being paid and save the 
transaction. Now the customer’s 
balance will only include any 
unpaid invoices or a zero balance 
if all invoices are paid in full.  
If you have already made the 
deposit incorrectly you can make 
a Journal Entry, under Company, 
to correct the error. You will 

need to Debit the income account 
used in the deposit and Credit 
Accounts Receivable and apply the 
payment to the correct customer. 

The second common mistake is 
that while you have done the above 
step correctly, you went to the 
Customer and received payment, 
but now you don’t know where 
the payment went and why it is 
not showing up in your checking 
account in QuickBooks. So you 
make a deposit anyway so you can 
reconcile your bank statement at 
the end of the month. Unfortunately 
you now have doubled your 
income and you still don’t know 
how to correct the issue. This is a 
common error that happens when 
your deposits received from the 
customers go to the “Undeposited 
Funds” account located on the 
balance sheet. To correct this error 
you will need to make a Journal 
Entry under Company, with a 
Debit to the income account and 
a credit to the Undeposited Funds 
account. If you have not made any 
additional deposits yet then you 
just need to go to “Make Deposit” 
under Banking. There should be a 
window that pops up automatically 
asking what payments received 
from your customers you want to 
deposit. If this window does not 
pop up automatically then click the 
“Payments” button on the top bar 
and it will open this window for 
you. Then click on the payments 
you are taking to the bank and are 
going to deposit together. Check 
your dates and save the transaction. 

The “Undeposited Funds” 
account is a holding account 
on the balance sheet for monies 
received and “in transit” to the 
bank.  QuickBooks can be setup 
to bypass the “Undeposited 
Funds” account, but in using the 
account, you are able to make and 
record deposits exactly how they 
are deposited at the bank which 
makes it a lot easier to reconcile 
your bank statements monthly.

For more information or help, 
please contact the Ketel
Thorstenson QuickBooks
ProAdvisors Team.

COMMON QUICKBOOKS ERRORS WHEN RECEIVING 
CUSTOMER PAYMENTS

Kristal hamm, CPa, assoCiate, tax dePartment, QuiCKBooKs Proadvisor

Kristal Hamm
CPA, QuickBooks ProAdvisor
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STRATEGIC PLANNING SERIES: WHAT IS HAPPENING IN 
THE MARKETPLACE WITHIN MY INDUSTRY?

eriCKa heiser, mBa, Cva, manager

Staying abreast of what is 
happening in the marketplace 
within your operating industry is 
simply practicing smart business.  
But, what does that mean and how 
does a business owner do that?

Keeping tabs on the 
COMPETITION is always 
important.  What is Brand 
X doing better than you? Is 
their staff friendlier or more 
knowledgeable?  Is their product 
superior?  Having an understanding 
of your strengths and opportunities 
within the industry as compared to 
competition offers the knowledge 
to make changes to current 
operations in order to move from 
#2 or #3 in the marketplace to 
#1.  Simply, what makes YOUR 
company special/superior when 
comparing to competition?  If you 
can’t answer that question, your 
potential customers can’t either.  

It is easy to become complacent 
when business is going well.  We 
become comfortable and forget to 
keep forging ahead to seek new 
opportunities for continued growth.  
Pay special attention to the world 
around you.  IDENTIFYING 
NEEDS in and around your 
community may allow you to 
tweak your business model to fill 
those needs.  For example, many 
western South Dakota business 
owners experienced incredible 
opportunities a few short years ago 
with the boom in the Bakken Oil 
Formation.  By offering products 
or services that were already in the 
wheelhouse but geared towards 
the oil exploration and services 
industry, companies were able to 

capitalize on new profit centers.  

A customer never likes to hear 
the price of their favorite product 
has significantly increased since 
their last visit to your store.  I 
suggest making incremental 
increases in prices so it’s not a 
shock to customers. For example, 
a 2% increase each year feels 
much better than an 8% increase 
every four years.  However, if 
costs increase, pay attention to 
pass those COSTS in terms of 
PRICE to your customer so you 
don’t give away or lose money on 
products.  Consistent margins are 
necessary… it’s how you pay bills, 
pay yourself, and make money!

Growing or expanding your 
business in terms of adding on to 
building space or purchasing new 
equipment involves planning.  It 
may never seem like the right time.  
However, since experts anticipate 
a rise in interest rates, now might 
be a good time to lock in a good 
interest rate on the amount you plan 
to finance.  Likewise, since interest 
rates are at historical lows, visit 
with your banker about refinancing 
debt to a lower rate.  This will 
allow you to either free up cash 
flow or to accelerate the payoff 
of your existing debt.  Whether 
you have current debt or have 
plans to expand operating space 
or equipment, recognizing the 
effect of increasing or decreasing 
INTEREST RATES is vital.  

Researching the major industries 
within your COMMUNITY 
will allow you to best understand 
how you fit into the big picture.  
The national economy may vary 

widely from our local one.  For 
example, while national experts 
might indicate a rosy outlook 
for your industry, the local 
outlook for your industry might 
point to doom and gloom. 

Finally, perform RESEARCH 
to gauge how you are doing 
as compared to peers in your 
industry. This will give you an 
understanding of profit margins 
and expense ratios for others in 
your line of business.  Sometimes 
a simple “tightening of the belt” 
in one area of operations can 
make a dramatic effect on your 
bottom line.  Check out industry 
publications for peer analysis. 
Ask your CPA or valuation 
professional for guidance and any 
information they can provide.  

The rest of the Strategic 
Planning series articles can 
be found at ktllp.com.

Ericka Heiser
MBA, CVA
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REVISED MORTGAGE RULE EXTENDS CLOSING PERIOD
Kristen reed, CPa, senior assoCiate, audit dePartment

The Consumer Financial 
Protection Bureau (CFPB) issued 
a final rule amending the Truth 
in Lending Act (TILA) and Real 
Estate Settlement Procedures Act 
(RESPA) called TRID (TILA/
RESPA Integrated Disclosure rule). 
TRID was issued to make mortgage 
disclosures more consistent and to 
allow consumers to clearly be able 
to identify key information such as 
the interest rate, monthly payment, 
and costs to close the loan. It 
became effective for all mortgage 
applications received after October 
3, 2015. The rule integrates 
disclosures previously required 
under these two Acts, changes 
the initial and closing disclosure 
requirements for lenders, and 
lengthens the process of closing a 
loan.  For example, an individual 
applies for a mortgage loan. Once 
the application has been received, 
the lender has 3 business days to 
deliver a Loan Estimate (previously 
required a Good-Faith Estimate 
and initial TILA disclosure) 
back to the individual. The Loan 
Estimate form is designed to help 
consumers understand the key 
features, costs, and risks of the 
mortgage loan they are applying 
for. The lender may not charge 
fees to the individual until they 
have received notification of intent 
to proceed, excluding reasonable 

charges to obtain a credit report. 
If there are changes to the Loan 
Estimate, the revised disclosure 
must be received by the consumer 
no later than 4 business days 
before consummation of the loan.

The Closing Disclosure 
(previously HUD-1 and final 
TILA disclosure) includes the 
actual terms and costs of the final 
mortgage loan.  This disclosure 
must be received by the individual 
no later than 3 business days 
before consummation of the loan. 
If the actual terms or costs change 
prior to the closing date, a revised 
disclosure must be provided, 
and the 3 day period is restarted. 
The extended time period allows 
individuals to thoroughly review 
their closing disclosure form 
before they receive their settlement 
table, ask more questions, and 
generally become more familiar 
with their loan before closing.

According to EllieMae 
Origination Insight Report, the 
average application-to-closing 
period after implementation of 
this rule was 49 days (increase of 
3 days from previous average). 
Consumers should anticipate 
an extended 3-5 day closing 
period as lenders implement the 
guidance and revised disclosures. 
This new guidance applies to 
closed-end consumer loans 

secured by real property. It does 
not apply to home equity lines 
of credit, reverse mortgages, or 
mortgages secured by a dwelling 
not attached to real property.  For 
more information, please refer 
to www.consumerfinance.gov.

Kristen Reed
CPA
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KT News

DJ Adelman
CPA, Senior Associate

Audit Department

DJ Adelman
Senior Associate

Passed CPA Exam

Sarah Davis
Senior Associate

Accounting Services

Jess Weaver
CPA, Manager, Spearfish

Tax Department

Elizabeth Chapman
Associate

Passed CPA Exam

Travis Vogel
Associate

Passed CPA Exam

PROMOTIONS

CERTIFICATIONS

EMPLOYEE SERVICE RECOGNITION

We can’t do what we do without the help of a GREAT TEAM.
Meet some of them.

Carolyn Gross 15 years
Laura Simmons 10 years
Shelley Goodrich 10 years
Michelle Minnerath 10 years
Kim Logsdon 10 years
Kathy Gamet 10 years
Jack Dugan 10 years
Jess Weaver 5 years
Sandra Weaver 5 years

Kyle Lambert 5 years
Jaclyn Buczek 5 years
Joanna Franke 5 years
Wendy Rossman 5 years

PARTNER SERVICE
RECOGNITION
Joel DeVries 10 years
Nina Braun 10 years

Denise Webster, managing 
partner, presents Carolyn 
Gross a plaque in recognition 
for her 15 years of service.
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KT News

Keegan Stock
Associate

Tax Department

Sherri Brosmire
Associate

Accounting Services
Department

Becca Ellis
Associate

Tax Department

Jeanette Stearns
Associate, Spearfish
Accounting Services

Department

Jessi Beeson
Associate

Accounting Services
Department

Lisa Olson
Williston

Administrative Assistant

NEW HIRES

We can’t do what we do without the help of a GREAT TEAM.
Meet some of them.

Maisee Pickart
Accounting Services

Natasha Kaltenbach
Audit

Megan Keiser
Audit

INTERNS

Rebecca Zaynor
Spearfish Tax Department

Mary Hlebechuck
Tax Department
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The KT Addition is a publication of Ketel Thorstenson, LLP. It is published for clients, advisors and friends of the firm. The technical information included is necessarily 
brief. No final conclusions on these topics should be drawn without further review and consultation with a professional. Direct any inquiries, address changes or problems 
with your newsletter to the editor in Rapid City. Editor:  beth.hottel@ktllp.com

Thank you…for your business.
Ketel Thorstenson, LLP is honored to 
be your chosen accounting firm and we 
value the opportunity to work with you. 
The confidence you have placed in our 
services is truly appreciated.
The partners of
Ketel Thorstenson, LLP


