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Beginning in 2015, under the 
Affordable Care Act, applicable 
large employers (ALEs) with over 
50 full-time equivalent employees 
should be aware of the new filing 
requirements with the IRS.  All ALEs 
are required to file forms 1094-C and 
1095-C. Form 1095-B will be filed by 
employers offering health insurance 
to its employees. These forms will 
need to be provided to the companies’ 
full-time employees by January 31.  
The timing is similar to Form W-2.  

For companies offering health 
insurance to its employees through 
a group plan, Form 1095-B will be 
prepared by the insurance company.  
Form 1095-B summarizes the number 
of months individuals were covered by 
a health insurance plan.  It is similar 
to Form 1095-A which was sent out 
to individuals covered in 2014 on the 
federal or state insurance exchanges.      

ALEs are required to file forms 
1094-C and 1095-C.  Form 1094-C 
is a summary form, similar to Form 
W-3.  It is used to summarize the 
number of 1095-Cs filed and provide 
aggregate information for a controlled 
group.  Form 1095-C is provided to 
each full-time employee to whom 
health insurance coverage should have 
been offered under the ACA regardless 
if the employee receives the health 
coverage.  1095-Cs list information 
such as number of months the employee 
(and their dependents if self-insured) is 

covered, the lowest cost monthly 
premium for self-only insurance, and 
safe harbor code (if applicable).  

The penalty for non-filing 
has been increased and can be 
as much as $500 per form.  

Most software needs to be upgraded 
or add-on packages need to be 
purchased to prepare these forms.  
KTLLP has the ability to assist in filing 
forms 1094-C and 1095-C on your 
behalf.  On the next page is an ALE 
tax form guide to aid in understanding 
each form and its purpose. See page 
3 for our price guideline. Please 
call Nina, Kevin or Jennifer on the  
ACA Team with any questions.

AFFORDABLE CARE ACT: 2015 REPORTING REQUIRED
NiNa BrauN, CPa, CFE, PartNEr

Nina Braun
CPA, CFE, Partner
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After surviving the rough seas 
of the first year of the Affordable 
Care Act, we are starting to see 
more clients trying to plan better 
since it seems here to stay.  For 
qualifying families, there is a 
premium tax credit that can help 
reduce the cost of the monthly 
insurance premiums.  However, 
there are several moving pieces 
that can greatly affect your 
ability to qualify for this credit.

In order to receive the credit, 
you must have purchased your 
insurance through the marketplace.  
A problem to be aware of this year 
applies if you received the credit 
last year on your 2014 income 
tax return, and just renewed your 
policy for 2015 using carryover 
information.  The problem lies 
in that the credit is calculated 
starting with the second-lowest 
cost silver plan based on where 
you live, or the benchmark plan.  
In South Dakota, our benchmark 
plan changed between this year 
and last year, not only in cost, 
but also in company.  If you just 

“re-upped” your plan from last 
year, your answer may be totally 
different this year.  Much like 
Medicare, we recommend that 
each year you need to re-evaluate 
your medical insurance options.

The other item to be aware of 
is any advance credit received will 
be reconciled when you file your 
return.  If you got more than you 
should have, you will have to pay it 
back with your return.  Conversely, 
if you didn’t get as much as you 
then qualified for, you will receive 
it as a refundable credit when you 
file your return.  We have a couple 
of examples of disaster stories and 
ways you can avoid these issues.

In our first story, we have Jim 
and Jane who have purchased their 
insurance through the marketplace 
and received an advance premium 
tax credit each month.  When it 
came time to file their return, they 
had options of funding individual 
retirement accounts (IRA) or 
even health savings accounts 
(HSA).  When we reconciled 
their income for the year and ran 

the calculations for the advance 
credit they received, they initially 
had to pay back over $3,000 of 
premium tax credit because their 
income was over the limit and they 
did not qualify for the credit at 
all.  Instead they funded their IRA 
accounts for a total of $11,000, 
which was enough to bring their 
income back down to the level it 
was the year before which was 
used to determine their original 
credit.  So, Jim and Jane have 
now saved over $5,000 of tax 

THE PERSONAL SIDE OF THE AFFORDABLE CARE ACT
JENNiFEr KoNvaliN, CPa, PartNEr

Jennifer Konvalin
CPA, Partner

(The Personal Side of the Affordable Care Act continued on page 5)
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REGULAR RATE OF PAY: COSTLY ERRORS TO EMPLOYERS 
amaNda dENNis, assoCiatE, QuiCKBooKs Proadvisor

Did you know that there is 
a difference between an hourly 
rate and regular rate of pay? The 
difference is not always calculated 
properly by software and the 
consequences can be costly to 
employers. Under the Fair Labor 
Standards Act (FLSA), any 
employer who violates unpaid 
overtime compensation laws may 
be liable for both the shortfall 
and liquidated damages, meaning 
double the expense to the employer. 

When calculating overtime, the 
most commonly misunderstood 
and miscalculated variable is the 
regular rate of pay. Regular rate of 
pay includes all payments made by 
the employer to the employee. The 
regular rate of pay is determined by 
totaling all weekly compensation 
and dividing that total by the 
number of hours worked in that 
week. For example, if an employee 
worked 50 hours one week at $8.50 
per hour and earned a $100 bonus 
that week, the regular rate of pay 
would be calculated as follows: 50 

hours times $8.50/hr.=$425, $425 
plus $100 bonus=$525, $525 total 
compensation divided by 50 total 
hours=$10.50. The overtime pay 
rate is one-half of the regular rate 
of pay. Therefore, the overtime pay 
would be calculated as follows: 10 
hours (amount of hours above 40) x 
$5.25 ($10.50 x ½) =$52.50. Total 
gross income for the week would 
be $577.50, which is $525.00 
plus overtime pay of $52.50. 

Since the regular rate of 
pay needs to be calculated on 
a weekly basis, this means that 
an employee’s regular rate of 
pay can change from week to 
week. It is important to perform 
this calculation to ensure the 
overtime pay is correct. Examples 
of these types of compensation 
that need to be included in the 
regular rate of pay calculation 
include: shift differentials, paid 
travel time, on-call pay, call-
back pay, waiting time, training 
time, and performance based 
bonuses and commissions. 

There are some important 
exceptions and guidelines as 
to what is included in the total 
compensation amount when 
calculating the regular rate of pay. 
Paid vacation time does not need to 
be included in the calculation since 
the hours were not actually worked. 
Payment that cannot be measured 
by hours worked, production, or 

Amanda Dennis
Associate,

QuickBooks ProAdvisor

dollars for funding their own IRA 
accounts due to the tax savings 
and the advance credit savings.

In our second story, we have Bill 
and Betty who are both 63.  They 
have retired and are enjoying life.  
They are drawing Social Security 
and have some retirement payments 
each year.  However, they are not 
old enough to be on Medicare, so 
they purchased an insurance plan 
through the marketplace, receiving 
an advance premium tax credit 
due to normal income levels.  This 

year, they decided they wanted 
to get a second place somewhere 
warmer, so they withdrew some 
extra money from a retirement 
account for the down payment.  
This withdraw increased income 
approximately $30,000 due to the 
extra funds taken out, and also 
increased the taxability of their 
social security payments because 
of their increased income levels.  
The cumulative tax effect of this 
simple act caused a tax bill of 
over $15,000.  This is because 

they owed more tax on the new 
taxable portion of their Social 
Security, they owed tax on the 
extra withdrawal itself, and they 
owed back approximately $6,000 
of premium tax credit received for 
which they no longer qualified.

Long story short, this can be 
a very good benefit for some 
taxpayers, but there is nothing easy 
about the decision of what is best.  
Consult your Ketel Thorstenson 
advisor for more questions.

(The Personal Side of the Affordable Care Act continued from page 4)

(Regular Rate of Pay continued on page 6)
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YEAR-END REPORTING: QUICKBOOKS AND FORM 1099 
KimBErly logsdoN, QuiCKBooKs Proadvisor

As another year end is 
approaching, now is a great 
time to make sure you have 
the information needed to file 
the required year-end IRS 
documents.  Filing Form 1099s is 
an IRS requirement and is used to 
report different types of taxable 
income.  Analyze your financial 
information for data that meets 
the requirements for filing 1099s.  
The IRS uses Form 1099 to match 
income reported on an individual’s 
return to the 1099s filed to ensure 
income is not underreported. 
Effective for forms filed in 2016 
(for 2015 calendar year), the 
penalty for failure to file Form 
1099 is $250 per non-filed form. If 
the lack of filing is considered to be 

intentional, the penalty is $500 per 
non-filed return. This can become 
a costly error to businesses!

The most common requirements 
are 1099-MISC to report payments 
of $600 or more to independent 
contractors or other persons who 
render services to the employer’s 
trade or business and do not 
qualify as an employee.  Form 
1099-MISC is also used to report 
rent payments and attorney’s fees 
paid in the course of the trade or 
business of $600 or more.  If the 
payment was made to a business, 
you must report the business name 
with its Federal Identification 
Number (EIN).  If the payment was 
made to an individual, the person’s 

name and social security number 
are required.  Only in the case 
of attorney fees are payments to 
corporations required.  Form W-9 

Kimberly Logsdon
QuickBooks ProAdvisor

(Regular Rate of Pay continued from page 5)

efficiency is excluded in the total 
compensation amount. Examples 
of these types of payments include 
gifts, holiday pay, sick pay, travel 
expenses, per diem expenses, and 
employee expense reimbursements. 
Any discretionary bonus that 
is paid is not included in the 
calculation, either. A bonus is 
defined as discretionary if there is 
no defined benefit documentation, 
the employee does not have a 
legal expectation to receive it, 
or if the amount to be paid is at 
the voluntary discretion of the 
employer, i.e. a holiday bonus.  

Another important aspect to 
consider when calculating the 
regular rate of pay is employees 
who perform multiple job functions 
within any workweek at different 
rates per hour. A weighted 

average rate must be calculated 
to determine the correct overtime 
pay. For example, if an employee 
works 30 hours at $8.50 per hour 
and 30 hours at $9.50 per hour in 
the same week, the regular rate of 
pay would be calculated as follows: 
30 hours at $8.50/hr = $255.00 and 
30 hours at $9.50/hr = $285.00, 
$255.00 plus $285.00 equals total 
compensation of $540.00. To find 
the weighted average rate, take the 
total compensation divided by the 
total number of hours worked in 
the week. $540.00 divided by 60 
total hours equals $9.00, which 
is the regular rate of pay. In this 
example the overtime pay would 
be $40.00, which is 20 hours 
(60 total hours less 40) x $4.50 
($9.00 regular rate of pay x ½). 
The total gross amount of pay 
for the week would be $580.00 

($540.00 total compensation 
plus $40.00 overtime pay).

Although this may seem 
complicated, if broken down into 
steps it is much easier to calculate. 
Just think about regular rate of pay 
as a calculated amount, not just the 
normal hourly wage an employee 
earns. It is also important to think 
of the overtime pay rate as half 
of the regular rate of pay, instead 
of 1.5 times the normal pay rate. 

Ketel Thorstenson, LLP is 
your full service bookkeeping 
resource. Call us with questions or 
if you need assistance with these 
calculations. We are here to assit. 
Call 605-342-5630 and request 
Jani Zweber, Jeanne Schneider 
or myself, Amanda Dennis.

(Year-End Reporting: QuickBooks and Form 1099 continued on page 7)
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QUICKBOOKS QUIRKS – ACCOUNTS PAYABLE BALANCES
JoaNNa FraNKE, CPa, QuiCKBooKs Proadvisor

Do you use the Accounts 
Payable feature in QuickBooks?  
If so, you should periodically 
review the balance to make 
sure it is correct.  To do this:

1. Go to Reports > Vendors 
& Payables > Vendor 
Balance Summary.

2. Compare the balance listed 
for each vendor to the 
most recent bill received 
from that vendor.

3. If you discover an amount 
listed in QuickBooks has 
already been paid but still 
appears on the Vendor 
Balance Summary, you may 
have improperly recorded 
the payment in QuickBooks. 
A common mistake is to 
enter the check through the 
Write Checks screen instead 
of the Pay Bills screen.

4. There are 2 ways 
to correct this. Joanna Franke,

CPA, QuickBooks
ProAdvisor

(Year-End Reporting: QuickBooks and Form 1099 continued from page 6)

(QuickBook Quirks continued on page 8)

is used to obtain this information.  
Please begin to request completed 
Form W-9s for those vendors you 
may not already have on file.

It is increasingly important 
for you to keep Form W-9 on 
file.  Form W-9 is used to obtain 
Taxpayer Identification Numbers 
(TINs).  You do not file this form 
with the IRS but keep it in your 
files.  This document will be 
crucial in an IRS audit.  You may 
be required to holdout “backup 
withholding” if all paperwork is 
not in order.  Form W-9s should be 
completed before you make any 
payments since you could be held 
liable for the backup withholding.  

Once the Form W-9 is received 
from the vendor, information 
can be either verified or setup in 
QuickBooks.  “Preferences” is 
where you setup QuickBooks to 
process Form 1099s.  It is very 
important to remember when 
entering transactions that you 
distinguish between a “vendor” 
and a “customer” because you 

may have a company that is both. 
If you do not choose the “vendor” 
when entering the transaction 
it will not be included in the 
vendor 1099 total.  Do not include 
payments made by debit cards or 
credit cards in the 1099 amount.  
It is recommended using the 
1099 Wizard within QuickBooks.  
Within the wizard you can 
review vendor information, map 
the chart of accounts, verify 
totals and print or efile the 
1099s and 1096.  If mailing, it is 
recommended you send certified 
mail to the IRS to verify receipt.

Some suggested general 
ledger accounts to review 
for 1099 data are:

• Advertising (some advertising 
is classified as a service- 
such as website design)

• Computer fees/support
• Contract labor/ Outside services
• Dividends (C Corporations)
• Entertainment
• Equipment Rent
• Fixed Assets- go through your 

fixed asset accounts to pick up 
any large repairs or services 
that you may be capitalizing

• Interest Expense
• Interest Income (any 

mortgage interest received)
• Laundry and cleaning
• Leasehold improvements
• Legal & Accounting or 

Professional Fees
• Miscellaneous Expense
• Promotional
• Rent
• Repairs & Maintenance
• Royalties
• Subcontracting
• Trucking
• Vehicle expense (for repairs)
• Wage garnishment liability 

accounts (for garnishments 
paid to attorneys)

Ketel Thorstenson, LLP can 
help you with determining which 
Form 1099s should be filed and 
assist with electronic filing of such 
information. Call our Accounting 
Services Team at 605-342-5630.
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STRATEGIC PLANNING SERIES: WHAT RISKS ARE 
NEGATIVELY IMPACTING THE VALUE OF MY BUSINESS?

EriCKa HEisEr, mBa, Cva, maNagEr

In the previous KT Addition, 
I explored some of the driving 
forces increasing business value.  
These included competitive 
advantage, reputation, non-
compete agreements or employee 
ownership.  I left that article with a 
teaser noting that reducing risks is 
a sure-fire way to increase overall 
business value.  In this article, we 
will explore some of those ways.  

Generating sufficient CASH 
FLOWS is the number one priority 
in reducing risks.  With strong 
cash flows you can stop worrying 
about how to make payroll and 
start thinking about stability 
and expansion.  Yes, I do realize 
this is pretty obvious but it is 
relevant.  There are a number of 
ways to increase revenues, control 
costs and minimize expenses 
to see the bottom line soar and 
consequently business value.  

Retiring all debt may feel 
good but it isn’t always the right 
answer.  A healthy CAPITAL 

STRUCTURE may be comprised 
of both equity and debt.  The 
“right” percentage of equity and 
debt will depend on what type of 
business you operate.  Simply put, 
debt is cheaper than equity, and 
as such, the leverage can greatly 
enhance return on capital.  But 
debt also compounds risk.  If your 
business is capital intensive such 
as construction or retail, you may 
likely have debt that approaches 
no more than 30-40% of total 
capital.  Alternatively, if you own 
a service business, you should 
probably have far less debt as it 
is too risky.  A business that has 
some debt has the ability to use 
cash flows to grow or expand, 
try new product lines or purchase 
new equipment when needed. 

Being careful not to put all 
your eggs in one basket also 
reduces risk.  Use caution if more 
than 20% of your revenues stem 
from work with one customer.  
Do your homework to learn the 

opportunities and threats that face 
that customer.  If it fails, so could 
you.  Likewise with suppliers… 
relying on one supplier for the bulk 
of product increases company risk.  
DIVERSIFICATION is essential!  
Alternatively, if you have too many 
eggs in one basket, make sure to 
watch that basket very closely!!!

People crave routine.  If a 
customer frequents your business 
regularly and then you relocate or 
they may switch to your competitor 

Ericka Heiser
MBA, CVA, Manager

a. If the check has not been 
reconciled through the Bank 
Reconciliation feature in 
QuickBooks, simply void 
the check, go into the Pay 
Bills screen and re-enter the 
payment through this screen. 
Be sure to use the date the 
original check was written 
and the correct check number.

b. If you have already 
reconciled the check on the 

bank reconciliation, it would 
be best to go into the original 
check in QuickBooks and 
change the expense account 
to “Accounts Payable.” Then 
enter the vendor name under 
the Customer Job column. 
This will remove the balance 
from the Vendor Balance 
Summary report but one 
additional step is needed. 
Next, open the Pay Bills 

screen, select the invoice that 
was paid and click the “Set 
Credits” box. Make sure the 
credit is linked to the invoice 
then select “Pay Selected 
Bill.” This will show a zero 
amount under the amount to 
pay. Save the transaction. 

Your Accounts Payable 
should now reflect the correct 
balance in QuickBooks.

(QuickBook Quirks continued from page 7)

(Strategic Planning Series continued on page 9)
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FISH PHILOSOPHY - BE THERE
amaNda doKtEr, PHr, HumaN rEsourCEs maNagEr

At Ketel Thorstenson, LLP we 
subscribe to the FISH! Philosophy.  
Over the last few newsletters I 
have shared some of the principles 
of the philosophy with you. In 
this edition we look at the last 
of the four principles which is 
“be there.”  Being there or being 
present is freeing yourself from 
all distractions so you can fully 
engage in the activity you are 
currently participating in.  It’s fully 
engaging with your child as he 
tells you about his day at school, 
it’s focusing on your co-worker 
as they talk through a problem, 
and it’s giving your full attention 
to the customer you are serving. 

Think for a minute about a time 
when you felt like the person you 
were talking to was fully engaged 
in your conversation and focused 
on what you were discussing.  
Or a time when you were fully 
engaged in a conversation.  Didn’t 
that make you feel good?  That’s 
what the fishmongers at Pike 
Place Fish Market (who the 
FISH! Philosophy was modeled 
after) do with every customer 
that they come into contact with; 
it’s all about that customer.

In order to help you to be 
present, here are a few tips.

• Clear your mind of distractions
• Focus on the here and now, 

not the past or future
• Move to a quieter spot, it 

may be easier to focus on 
the person you are with

• Listen to understand 
not to reply

• Put that cellphone 
or tablet away

• Be aware of when you start to 
lose your focus and refocus

• Turn the radio, TV, and 
computer off when you 
engage in a conversation

• That e-mail or text can wait, 
the person talking to you can’t

As Dale Carnegie writes in 
his book, How to Win Friends 
and Influence People, “Wherever 
you are, be ALL there.”

Since subscribing to this 
philosophy in 2005 we feel we 
have taken our client-centric 

culture to the next level. We have 
created a high energy, positive 
place to work, and our clients 
see it and reap the benefits. I 
hope you have enjoyed reading 
about the four principles and 
take a stab at implementing 
them at your place of business. 

Please visit www.ktllp.com to 
view previous articles in this series 
and past issues of the KT Addition.

Amanda Dokter
PHR, Human Resources Manager

(Strategic Planning Series continued from page 8)
which is in close proximity to their 
normal route.  My suggestion is 
to find a place you like and either 
buy it or sign a LONG-TERM 
LEASE on the space.  Customers 
will appreciate the stability they 
feel with you.  As a business 
owner, moving is expensive 

and time consuming.  Find a 
spot, make your nest and get to 
work doing what you do best.

Do you or your clients have 
Business Valuation questions or 
needs?  Call the KTLLP Business 
Valuation Team today for answers.

This is the third in series of 
Business Valuation Strategic 
Planning articles. Watch for the 
rest of the series in upcoming KT 
Addition newsletters. Previous 
articles can be found at ktllp.com.
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Brady Larson
CPA, Senior Associate 

Tax Department

Carrie Christensen
CPA, Senior Associate 

Tax Department

Justin Ebsen
Senior Associate

Audit Department

Matt Christofferson
Associate

Passed CPA Exam

Kyle Lambert
CPA, Manager

Audit Department

Kristal Hamm
Associate

Passed CPA Exam

PROMOTIONS

AWARDS

CERTIFICATIONS

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

Greg Miner
CPA, Senior Associate

Tax Department

Kyle Kopren, CPA, Associate, (pictured 
left) received the Award for Excellence 
in Achievement on the Uniform CPA 
Examination given by the South Dakota 
CPA Society.

Clark Kraemer, CPA, Partner, (pictured 
right) received the Distinguished Service 
Award given by the South Dakota CPA 
Society annually to a member who 
has served the accounting profession 
through volunteering on committees, the 
Board of Directors, task forces, Board of 
Accountancy, AICPA committees or in 
other capacities to benefit the accounting 
profession within South Dakota and across 
the nation. This is the Society’s highest 
award.
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Jason Hamilton
Audit Department

Amanda Dennis
Associate,

QuickBooks ProAdvisor
Accounting

Services Department

Romaine Kocer
Tax Department

Sarah Davis
Associate,

QuickBooks ProAdvisor
Accounting

Services Department

Tami James
Associate,

QuickBooks ProAdvisor
Accounting

Services Department

Carrie Neuschwander 
QuickBooks ProAdvisor

Tax Department

WELCOME BACKNEW HIRES

QUICKBOOK PROADVISORS

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


