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Congratulations Daniel Mortensen,  
our newest stoCkholDer!

We are pleased to announce that 
Dan Mortensen has become 
a nrSmith & Associates 

stockholder, effective January 1, 2016.  
He will continue to be the Director of 
Accounting and Auditing.
Dan grew up in Vancouver, Washington as 
part of a large family with seven brothers 
and sisters.  He now lives in Tumwater 
with his wife and two -- soon to be three 
-- children.
He graduated from the University of 
Washington with a degree in business 
administration with an emphasis in 
accounting.  After becoming a Certified 

Public Accountant 
he obtained the 
designation of 
Chartered Global 
Management 
Accountant as 
granted by the 
American Institute 
of Certified Public 
Accountants.
Before landing in 
public accounting, 
Dan was immersed 

in the construction industry. He managed 
field work on 100 projects and was 
controller of a mid-size construction 

company. During his time in construction, 
he earned the Construction Quality 
Control Management for Contractors 
designation as granted by the Army Corps 
of Engineers.  It is fair to say, he has 
learned construction accounting from the 
bottom up! 
When Dan is not working, he enjoys the 
beauty of the forests, mountains and 
waterways of the Northwest.  He likes to 
hike, work on projects in his workshop, 
and spend time with his family.  He is an 
active volunteer in the community through 
coaching sports, cleaning up parks, work-
ing with nonprofits, and Scouting.  He is 
also active in his church.

Quarterly eConoMiC PersPeCtive

Daniel Mortensen,   
CPA, CGMA

Market/Index 2014 Close As of 9/30 2015 Close  Month Change Q4 Change 2015 Change

DJIA 17823.07 16284.70 17425.03 -1.66% 7.00% -2.23%

Nasdaq 4736.05 4620.16 5007.41 -1.98% 8.38% 5.73%

S&P 500 2058.90 1920.03 2043.94 -1.75% 6.45% -0.73%

Russell 2000 1204.70 1100.69 1135.89 -5.19% 3.20% -5.71%

Global Dow 2501.66 2245.80 2336.45 -2.32% 4.04% -6.60%

Fed. Funds 0.25% 0.25% 0.50% 25 bps 25 bps 25 bps

10-year Treasuries 2.17% 2.04% 2.26% 6 bps 22 bps 9 bps

Chart reflects price changes, not total return. Because it does not include dividends or splits, it should not be used to benchmark performance of specific investments. 
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tax tiPs for DivorCeD or seParateD inDiviDuals

Income tax may be the last thing on your 
mind after a divorce or separation, but 
these events can have an impact on 

your taxes. Alimony and a name change 
are only two of the items you need to 
consider. Here are some key tax tips 
to keep in mind if you get divorced or 
separated.

Child Support
If you pay child support, you can’t deduct 
it on your tax return. If you receive child 
support, the amount you receive is not 
taxable.

Alimony Paid
If you make payments under a divorce, 
separate maintenance decree or written 
separation agreement you may be able 

to deduct them as alimony. This applies 
only if the payments qualify as alimony 
for federal tax purposes. If the decree or 
agreement does not require the payments, 
they do not qualify as alimony.

Alimony Received
If you receive alimony, it is taxable in the 
year you get it. Alimony is not subject 
to tax withholding so you may need to 
increase the tax you pay during the year to 
avoid a penalty. To do this, you can make 
estimated tax payments or increase the 
amount of tax withheld from your wages.

Spousal IRA
If you get a final decree of divorce or 
separate maintenance by the end of your 
tax year, you can’t deduct contributions 

you make to your former spouse’s 
traditional IRA. You may be able to deduct 
contributions you make to your own 
traditional IRA.

Name Changes
If you change your name after your 
divorce, notify the Social Security 
Administration of the change. File Form 
SS-5, Application for a Social Security Card. 
You can get the form on SSA.gov or call 
800-772-1213 to order it. The name on 
your tax return must match SSA records. A 
name mismatch can delay your refund. 
 

you neeD More than a will

A will does not tell the whole story, 
nor can it control non-probate 
transfers.

A Letter of Instruction can relieve family 
stress, tension, and frustration by 
attempting to tell the rest of the story.
Typical topics include:
• Burial instructions
• Asset list; where evidence of legal title 

is located.
• Where non-probate assets are located.
• What government assistance and 

benefits are available to survivors.

• Where records and legal documents are 
located.

• Where to find key professionals and 
others.

• Where to find tax return copies.
• Where keys are located.
• Computer passwords.
• Family and personal history.
Letters of instruction can reduce probate 
costs, delay, and family psychological 
stress. 

retireMent savings: how MuCh is enough?

No single answer is accurate 
for everyone.  Good 
retirement planning means 

addressing the three specific 
components of retirement: 
expense expectations, income 
sources, and retirement risks.  
Visualize retirement in terms of 
a three legged stool.  If there is 
a weakness in any single leg, the 
stool isn’t stable.

Expenses
What are your monthly living expenses? 
Will you have a mortgage? Rent? A car 
payment? What expenses will go away 
when you retire and what new expenses 

will you face? What about 
healthcare? Will you continue 
with your current medical 
coverage or will you have to 
switch?

Income
What will be your sources? A 
pension or company sponsored 
retirement plan? Social Security? 
Investments? When does that 
money become available to you? 
Are there penalties for using the 

money in ways not outlined when you set 
up the plan? What happens if you get a 
part-time job?

Risks
What are the risks to your expense level 
or your income sources? What if you have 
to replace the roof on your house? What 
if you, or your spouse, require extensive 
hospitalization or become disabled? What 
if one of you dies unexpectedly?
Wrapping your head around the volume 
of information necessary to create 
a retirement plan can be a daunting 
task. Not only does it take considerable 
introspection and analysis, but a good 
retirement plan is constantly evolving to 
address life changes. The sooner the task 
begins, the more manageable it becomes.

Nikolas Petrovich,  
CPA
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soCial seCurity Changes

The Bipartisan Budget Act of 2015, 
enacted on November 2, 2015, 
includes a number of provisions that 

significantly affect Social Security benefits. 
Before diving in, it is important to note 
that people can receive Social Security 
benefits based on either their own 
earnings’ history or that of their spouse. 
To explain the changes more effectively, 
we will use a fictional married couple, 
Sarah and Ron.

File and Suspend 
Prior to the Act, Sarah could turn on her 
benefit then immediately switch it off, 
thereby suspending it. Ron could then 
file for spousal benefits. By suspending 
her own benefit, Sarah’s portion could 
continue to grow using delayed retirement 
credits of 8% per year. 
The new law stipulates that when a person 
suspends his or her benefits, anyone 
else eligible to receive benefits based on 
their earnings’ history, will also have their 
benefits suspended.  So, if Sarah suspends 
her benefit, Ron’s spousal benefit will also 
be suspended.
This provision of the law does not take 
effect until April 29, 2016, so if you are at 
or near retirement age there is still time to 
use the File and Suspend strategy.

Restricted 
Application
A second major 
change eliminates 
the ability to 
file a restricted 
application. 
Restricted application 
allowed a person to 
receive spousal benefits only, allowing 
their personal benefit to grow using 
delayed retirement credits.
Now if you file for spousal benefits, Social 
Security applies that to all available 
benefits.  So, when Ron applies for his 
spousal benefit, Social Security deems 
that he has applied for both spousal and 
personal benefits and will only provide a 
single benefit equal to the larger of the 
two.  
These revisions represent some of the 
biggest changes to Social Security in the 
last 15 years.   
nrSmith and Associates is able to help 
our clients review their options carefully 
making sure they aren’t missing out on 
thousands of dollars in benefits over their 
lifetime. 
Call us at (360) 754-9475.

Thomas B. McLean, 
MS/CFP

long terM Care insuranCe (ltCi) 

Long-term Care Insurance policies 
were introduced initially to address 
the needs of individuals in nursing 

homes. As life expectancy has increased 
and more individuals are taking advantage 
of Assisted Living Facilities, Adult Family 
Homes and In Home Care Services, LTCI 
policies and what they cover have evolved. 
With baby boomers increasing the need 
for coverage, the demand for LTCI is huge. 
Dementia and Alzheimer’s rates are going 
up, and people needing long term care are 
living longer. How is the economy going to 
carry the load?  

In 2012 Congress formed a commission to  
“...develop a plan for the establishment, 
implementation, and financing of a 
comprehensive, coordinated, and high-
quality system that ensures the availability 
of long-term services and supports for 
individuals in need of such services and 
supports, including elderly individuals, 
individuals with substantial cognitive or 
functional limitations, other individuals 
who require assistance to perform 
activities of daily living, and individuals 
desiring to plan for future long-term care 
needs.”

A full report was delivered to Congress in 
2013 and can be accessed here:
http://ltccommission.org/
Do you have LTCI? Will Medicaid/Medicare 
be enough should you need it?
Call our office for a no obligation 
assessment of need.

Did You Know?
• Individual tax audits are declining? 

Last year’s exam rate fell to 0.86%. 

• Information-matching cases 
(mismatches of W-2s, 1099s or 
the like flagged by computers) are 
down, too. 

The 10 Canons of Federal 
Income Taxation

• All income from any source is 
taxable income unless specifically 
excluded.

• No deduction is allowed unless 
permitted by the Internal Revenue 
Code.

• Each tax year must stand on its 
own merit.

• Transaction document is 
acceptable when the IRS says it is 
acceptable.

• The IRS has the presumption of 
correctness.

• The Internal Revenue Code means 
what the IRS says it means.

• Each taxpayer stands on his own 
merits and cannot look to the 
treatment of others.

• Only account methods used by 
the Internal Revenue Code are 
allowed.

• Equity does not apply to Federal 
income tax.

• Burden of proof is always with 
taxpayer.
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taxation of reCreational Marijuana  
in washington state

The Controlled Substances 
Act classifies Marijuana 
as a Schedule 1 controlled 

substance, so any business that 
deals with the manufacturing 
or selling of marijuana faces 
a unique tax challenge. In 
Washington State, their activity 
is legal, yet for federal purposes, 
it remains illegal. 
Marijuana producers, processors, 
and retailers must comply with 
Washington State business and occupation 
taxes, retail sales taxes, and the marijuana 
excise taxes. Business and occupation 
and retail sales taxes are reported 
and remitted to the Washington State 
Department of Revenue. The marijuana 
excise tax is reported and remitted to the 
Washington State Liquor and Cannabis 
Board. When the excise tax was first 

approved, it was imposed on 
cannabis producers, processors, 
and retailers; however, as of 
July 1, 2015, the 37% marijuana 
excise tax is imposed on retail 
customers, just like any other 
taxable consumable you would 
purchase at the store.  
Marijuana businesses face 
different circumstances under 
federal tax law. Federal tax 
law requires all income (illegal 

or legal) to be reported on a tax return. 
As discussed above, marijuana is a 
controlled substance. As such, any trade 
or business that deals with trafficking 
a controlled substance may not deduct 
ordinary business expenditures.  However, 
marijuana businesses may reduce sales 
by cost of goods sold. Cost of goods 
sold includes the cost of seeds or plants 

and the labor related to the cultivation 
process. Cost of goods sold does not 
include general and administrative 
expenses.
 It is critical for marijuana businesses to 
document and keep adequate records to 
substantiate their cost of goods sold. 
Different state and federal classifications 
impose a large tax burden on Washington 
State marijuana businesses. This can result 
in a higher effective tax rate than most 
businesses.
nrSmith & Associates has experience 
working with businesses in this developing 
industry. Please contact us for additional 
information at (360) 754-9475.
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Laura Carlson,  
MST
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