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WASHINGTON (AP) — What’s new when
you file your taxes this year? Taxpayers with-
out health insurance will face larger penal-
ties, and those insured by their employers
will get a new tax form. There also have been
adjustments for inflation, and Congress
extended expiring tax breaks, some perma-
nently.

“The good news is that we finally have some
certainty,” said Kathy Pickering, executive
director of the Tax Institute at H&R Block.

The arrival of the new year means it’s time
to start thinking about gathering the docu-
ments needed to file taxes. They include W-2
forms reporting wages or salaries, which
employers will send out this month. You’ll
also need Form 1099 reporting interest and
dividend income, Form 1098 showing interest
paid on a home mortgage, and Form 1095-A
if you bought coverage through the Health
Insurance Marketplace.

—-
MORE TIME TO FILE

Tax season opens Jan. 19, when the
Internal Revenue Service begins accepting
returns.

If you like to procrastinate, you’ll have four
extra days — counting Feb. 29 because this is
a leap year — to file without needing an
extension. The deadline is April 18 because of
the celebration of Emancipation Day in the
District of Columbia. If you live in
Massachusetts or Maine, Patriots Day means
you’ll have still another day to file.

Taxpayers will not see many significant
changes when they start filling out their
forms, said Greg Rosica, tax partner at Ernst
& Young LLP.

But do take into account any changes in
your personal life, he urged. Did you get mar-
ried, have a child or begin caring for an elder-
ly relative, for example?

“As things change in your personal life, so
do taxes change,” he said.

Tax brackets, the value of each exemption
and the standard deduction have been
adjusted for inflation. So have the levels at
which certain tax credits and deductions
begin to phase out.

Fewer people are itemizing because the
standard deduction continues to creep
upward, said Barbara Weltman, a consultant
and author of books on taxes, law and

finance.
For 2015, the standard deduction is

$6,300 for single filers, $12,600 for married
couples filing jointly and $9,250 for heads of
household.

Each personal exemption is worth $4,000,
up from $3,950 in 2014, according to the IRS.

—-
FILING ELECTRONICALLY

Taxpayers increasingly are choosing to file
electronically.

Electronic filing was up 2.4 percent in 2015
from 2014. Similarly, the use of direct deposit
for refund checks also is gaining in populari-
ty. Last year, more than 86 million tax
refunds were paid through direct deposit, up
2.7 percent over 2014.

Overall, the average refund in 2015 was
$2,797, a slight increase over the previous
year.

“Choosing e-file and direct deposit for
refunds remains the fastest and safest way to
file an accurate income tax return and receive
a refund,” the IRS said on its website.

The agency expects to pay more than 90
percent of refunds in less than 21 days.

—-
IDENTITY THEFT

Identity theft continues to be a problem.
Sometimes the first indication is a notice from
the IRS that a tax return already has been
filed with a taxpayer’s Social Security num-
ber.

To combat the problem, the IRS launched a
public awareness campaign in November and
began issuing a series of tips on how to pro-
tect data online.

“The IRS and the states have been working
to get better at detecting these false returns,
but as the criminals steal more and more per-
sonal data, they can do an even better job of
making a tax return look legitimate,” IRS
Commissioner John Koskinen said in a state-
ment.

“In short, the criminals are evolving, and so
must we,” he said.

At an IRS security summit, tax preparers,
software companies and the agency came
together “to establish standards for authenti-
cating tax filers online, and sharing informa-
tion with the IRS and state departments of
revenue on patterns of fraudulent behavior,”
Pickering said.

Taxpayers filing electronically might see
requests for stronger passwords, and securi-
ty questions to help validate that they are
who they say they are.

The extra security “shouldn’t be burden-
some,” Pickering said, and could help tax-
payers feel “a little more protected.”

States also are taking steps, she said;
more than a dozen now require employers to
send copies of the W-2 directly to them by
Jan. 31. The IRS also plans to require that in
the future.

Taxpayers should know that the IRS “does
not initiate contact by email to request per-
sonal or financial information,” the agency
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IRS new foRmS, 1095B and 1095C, for employer provided health insurance or for use

if a taxpayer got health insurance from the marketplace, are displayed in Los Angeles.

Taxpayers who didn’t have coverage in 2015 will face significantly higher penalties than the

previous year, meaning a bigger tax bill come April or a smaller refund.  

Tax season underway as IRS starts to accept returns
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averaging $210 apiece on their tax returns for
2014. The penalties then were lower — $95 for
the flat fee, or 1 percent of taxable income.

Many lower-income people are exempt from
the penalty, so taxpayers should check if they
qualify for an exemption (use Form 8965 to do
so).

About 3.5 million returns were filed that
included the health insurance premium tax
credit — a key part of the health care law.

Taxpayers can either get the credit in
advance when buying insurance through the
exchanges or receive it as a refund on their
taxes. Either way, they need to fill out Form
8962 and attach it to their return.

—-
GAY MARRIAGE

Same-sex married couples should have an
easier time filing taxes as a result of a
Supreme Court decision last June. With gay
marriage now recognized across the nation,
gay and lesbian couples can file as married, fil-
ing jointly on both their state and federal
returns.

Greene-Lewis said that before the ruling,
some couples had to prepare as many as five
separate returns. Now, she said, “The process
is as any married couple.”

—-
TAX BREAKS EXTENDED

Congress acted in mid-December to extend
about 50 expiring tax breaks for individuals
and businesses. “Some of the credits and
deductions which are pretty popular with peo-
ple have been extended permanently,”
Pickering said.

The American Opportunity Tax Credit, for
example, provides eligible students with a

maximum annual credit of $2,500 for the first
four years of college. The congressional action
making it permanent helps students or their
parents plan four years out, she said.

Congress also made permanent the $250
above-the-line deduction for elementary and
secondary-school teachers who use their own
money to buy school supplies, as well as the
deduction for state and local sales taxes, pri-
marily designed for people who live in states
without a state income tax.

As part of the legislation, small-business
owners will be able to take a deduction right
away for up to $500,000 in eligible property
without depreciating it.

Also made permanent was the expanded
and enhanced earned income tax credit for
taxpayers with three or more children. “It’s
really a lifeline for low-income working fami-
lies,” Pickering said.
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emphasizes on its website. “This includes any
type of electronic communication, such as text
messages and social media channels.”

If your identity is stolen, resolving the issue
can take months, even longer. “It’s very diffi-
cult for taxpayers as well as practitioners to
effectively resolve issues,” says Joseph Perry,
the partner in charge of the tax and business
services at Marcum LLP.

—-
HEALTH INSURANCE AND TAXES

“The Affordable Care Act has now made
health care a tax issue,” Pickering said.

In a report to Congress earlier this month,
National Taxpayer Advocate Nina Olson said
the IRS faced “a few unanticipated challenges”
last year regarding the tax-related provisions
of the health care law. “In general,” she said,
“the IRS has sufficiently addressed the issues
as they arise in order to avoid similar issues in
future filing season.”

Taxpayers will see some new forms, 1095B
and 1095C, if they have employer-provided

health insurance or got it outside the market-
place. Lisa Greene-Lewis, CPA and editor of
the TurboTax blog, called the forms a “non-
issue.” She said they are informational only.

“The IRS computers are going to be able to
verify your information that you and your
dependents had the coverage,” she said.

Taxpayers who didn’t have coverage in 2015
or didn’t qualify for an exemption from cover-
age will face significantly higher penalties than
last year, meaning a bigger tax bill come April
or a smaller refund.

“The fee is calculated two different ways —
as a percentage of your household income and
per person,” according to the federal website
healthcare.gov. “You’ll pay whichever is high-
er.”

For those who don’t qualify for an exemp-
tion, the penalty for not having insurance in
2015 is generally the greater of $325 per per-
son or 2 percent of taxable income over the fil-
ing threshold up to certain limits.

Last year was the first time penalties were
collected. Recently released IRS numbers indi-
cate that 7.9 million households paid fines

See RETURNS
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WASHINGTON (AP) — Americans who are
disabled or have a dependent who is might be
able to take advantage of a series of tax bene-
fits designed to ease the burden.

The newest program, called ABLE, was cre-
ated in 2014 and is similar to the 529c pro-
grams administered by the states for educa-
tion expenses.

“Supporters of the law pointed out that the
U.S. tax code provided significant tax benefits
to parents who save money for their children’s
college education in 529 plans,” according to
Intuit, publisher of TurboTax. “But parents of
people with disabilities had no similar way to
save for their children’s future needs, such as
occupational therapy or assisted living.”

ABLE accounts allow parents to do just
that. Contributions of up to $14,000 — the
annual tax-free gift limit — can be made to
ABLE accounts. The earnings are not taxable
if they are withdrawn and used to pay for dis-
ability-related expenses. Among eligible
expenses, according to the Internal Revenue
Service: housing, education, transportation,
medical care, job training and others.

“There’s no federal tax benefit, but the
money in that ABLE account can grow tax-
free,” said Kathy Pickering, executive director
of the Tax Institute at H&R Block. She called
it a “very important mechanism” for attending
to the needs of a disabled dependent.

Barbara Weltman, a consultant and author
of books on taxes, law and finance, said the
program’s definition of disability is broad but
is restricted to people who became disabled
before age 26.

“It’s designed to allow for savings for dis-
abled children without causing them the loss
of government benefits,” she said.

Under the program, the first $100,000 in an
ABLE account is not considered a personal
asset, according to Intuit. “This is important
because federal law generally bars individuals
from receiving assistance such as Medicaid,
housing aid and Supplemental Security
Income if they have more than $2,000 worth
of financial assets,” the company said.

Congress last month made it easier for peo-
ple to set up ABLE accounts by removing the
residency requirement.

“By allowing ABLE beneficiaries the ability
to enroll in programs outside their state, indi-
viduals will now have greater options in
choosing which program best meets their
needs,” the National Disability Institute said
on its website. “In addition, this could mean
qualified persons may have the ability to open
an ABLE account much sooner than previous-
ly anticipated.”

Already, nearly three dozen states have
passed legislation implementing the ABLE
program, according to the National Down
Syndrome Society, one of a consortium of
groups advocating for the disabled that had
pushed for the law.

The IRS says two new forms will be required
for those participating in the accounts: Form
1099-QA for reporting distributions and Form

5498-QA for reporting contributions.
Among other tax breaks or benefits that the

IRS says might be available to the disabled: a
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ABLE program provides tax-free 

savings for disabled children
higher standard deduction for people who
are legally blind; a credit for working taxpay-
ers paying the cost of caring for a spouse or
dependent who is physically or mentally
unable to care for themselves; a deduction
for impairment-related work expenses, and a
deduction for unreimbursed, disability-relat-
ed medical expenses.

The IRS says taxpayers also might be eligi-
ble for the Earned Income Tax Credit if they
are disabled or have a child who is. The
refundable credit benefits people with low or
moderate income, and the agency estimates
that as many as 1.5 million eligible taxpayers
with disabilities fail to claim it each year.

The National Disability Institute says the
credit is critical “considering the dispropor-
tionate number of Americans with disabili-
ties living at or below poverty, as compared
to their non-disabled peers.”

There are income limits for the credit
based on filing status and the number of
children in the household. For the 2015 tax
year, the maximum credit is $6,242 if there
are three or more children in the home. It
phases down to $503 for taxpayers with no
children.

“If the taxpayer’s child is disabled, the age
limitation for EITC is waived,” the IRS says.

(AP) — Key numbers to know when
filing your 2015 taxes, according to
the Internal Revenue Service:

—-
PERSONAL EXEMPTION:

—Each personal or dependent
exemption is worth $4,000.

—Phase-out begins at incomes of
$258,250 for individuals, $284,050
for heads of household, $309,900 for
married filing jointly.

—-
STANDARD DEDUCTION:

—$12,600 for married couples fil-
ing a joint return, and qualifying
widows and widowers.

—$6,300 for singles and married
individuals filing separate returns.

—$9,250 for heads of household.
Taxpayers who are 65 or older or

who are blind may be eligible for a
higher standard deduction.

—-
ALTERNATIVE MINIMUM TAX

THRESHOLD:
—$83,400 for married couples fil-

ing jointly.
—$53,600 for singles and heads of

household.
—-

INCOME TAX BRACKETS:
—10 percent, 15 percent, 25 per-

cent, 28 percent, 33 percent, 35 per-
cent, 39.6 percent.

—-
EARNED INCOME TAX CREDIT:
To qualify income must be no

greater than:
—$47,747 ($53,267 married filing

jointly) with three or more qualifying
children.

—$44,454 ($49,974 married filing
jointly) with two qualifying children.

—$39,131 ($44,651 married filing
jointly) with one qualifying child.

—$14,820 ($20,330 married filing
jointly) with no qualifying children.

Maximum credit:
—$6,242 with three or more qual-

ifying children.
—$5,548 with two qualifying chil-

dren.
—$3,359 with one qualifying child.
—$503 with no qualifying chil-

dren.
—-

CAPITAL GAINS:
—0 percent if taxpayer is in the 10

percent or 15 percent income tax
brackets.

—15 percent top rate if in the 25
percent, 28 percent, 33 percent or 35
percent income tax bracket.

—20 percent if taxed at the 39.6
percent rate.

Key numbers
for preparing
your  tax returns

See KEY, Page 5



WASHINGTON (AP) — Saving for retirement
might seem like a luxury to Americans living
paycheck to paycheck, but the government is
trying to make it a bit easier.

The saver’s — or retirement savings contri-
butions — credit is sometimes overlooked.
Aimed at low- and moderate-income workers,
the credit “helps offset part of the first $2,000
workers voluntarily contribute to IRAs and
401(k) plans and similar workplace retirement
programs,” the Internal Revenue Service says.

The credit is on top of the allowable reduc-
tion in income on tax returns for contribu-
tions to qualified retirement plans.

“It’s one of the few times that the law lets
you double dip,” said Barbara Weltman, a
consultant and author of books on taxes, law
and finance. “You get two benefits for the price
of one.”

As with many other tax credits or deduc-
tions, the saver’s credit phases out as
incomes become higher. For single taxpayers,
the credit phases out at $30,500, at $61,000
for married couples filing jointly, and at
$45,750 for heads of households.

In addition to the income requirements, a
person has to be at least 18. Taxpayers who
were full-time students in 2015 or could be
claimed as a dependent on another person’s
tax return are not eligible.

To claim the credit, fill out Form 8880.
“Like other tax credits, the saver’s credit

can increase a taxpayer’s refund or reduce the
tax owed,” the IRS says. It cautioned, though,
that the credit often is less than the maxi-
mum $1,000 for single filers or $2,000 for

married couples filing jointly because of other
deductions and credits claimed.

Kathy Pickering, executive director of the
Tax Institute at H&R Block, said the company
is working to determine what it would take to
get people to save.

“While oftentimes low-income people do
understand and want to save for retirement,
their economic situation makes it very diffi-
cult,” she said.

Joseph Perry, partner in charge of the tax
and business services at Marcum LLP, points
to another reason why people might not have
had an incentive to save: low interest rates.
But with the Federal Reserve indicating inter-
est rate increases in 2016, “it’s possible we’ll
see some better returns. We might see more
people willing to save.”

There’s still time to contribute to an IRA
and have it impact your 2015 taxes; the dead-
line is April 18, the same as the deadline for
filing your tax return.

Another federal program aimed at getting
people to save for retirement is myRA, which
was created by President Obama a year ago.
The program targets people who don’t have a
401(k) or other retirement plan at work.

“myRA is designed to remove common bar-
riers to saving, and give people who want to
save an easy way to get started,” U.S.
Treasury Secretary Jacob Lew said in a state-
ment on the program’s website. “myRA has no
fees, no complicated investment options, no
risk of losing money, and no minimum bal-
ance or contribution requirements.”

According to the Treasury Department,

people can contribute through an employer,
through contributions from a bank account,
or by directing all or part of their tax refund to
their myRA account.

Contributions are limited to $5,500 per
year, or $6,500 per year for those over 50. The
money is invested in U.S. Treasury retirement
savings bond and will earn interest until the
value of the account reaches $15,000 or you
have held it for 30 years. The account can be
rolled over to a Roth IRA at any time.

“It’s kind of a cool program for someone
who is just getting started but maybe under-
stands the value of savings,” Pickering said.
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ESTATE AND GIFT TAXES
—Exclusion of $5,430,000 for individual

estates of people who died in 2015.
—Gift tax exclusion of $14,000. Married

couples can each give $14,000 to the same
person before it becomes taxable.

—-
IRA CONTRIBUTIONS (applies to both tra-

ditional and Roth IRAs):
—Contribution limit: $5,500.

—Additional contribution if 50 or over:
$1,000.

—-
DEFERRED RETIREMENT ACCOUNTS

—401(k), 403(b): $18,000.
—Additional contribution if 50 or older:

$6,000.
—-

STANDARD MILEAGE RATES:
—Business use: 57.5 cents a mile.
—Medical reasons or qualified move: 23

cents a mile.
—Charitable purposes: 14 cents a mile.

Government tries to make it easier to save for retirement

AP Photo

The U.S. DePArTmenT of

the Treasury website page for

myRA - My Retirement

Account is displayed on a

mobile phone, in Los Angeles.

“myRA is designed to remove

common barriers to saving,

and give people who want to

save an easy way to get start-

ed,” U.S. Treasury Secretary

Jacob Lew said in a statement.

“myRA has no fees, no compli-

cated investment options, no

risk of losing money and no

minimum balance or contribu-

tion requirements.” 



WASHINGTON (AP) — Did you donate a car
to a charitable organization in 2015, or some
clothing to the church thrift shop? Maybe you
made a cash contribution to your alma mater
or in memory of a loved one.

If you want to take a deduction for the dona-
tion, you have to itemize on your tax return.
But there’s more to it than that.

First, you have to make sure the organiza-
tion to which you’re donating is a qualified
charity. And the money can’t be targeted to a
particular individual, even if it’s going through
that charity, said Dave Du Val, vice president
for consumer advocacy at taxaudit.com.

He uses this example: Say you’re driving to
Goodwill to drop off some clothes and you see
a homeless man in the street. You give him one
of the coats that you were planning to donate.
“It suits (you) well in the next life, but it’s not a

deduction,” he said.
Similarly, if your neighbors’ house burns

down and your church starts a fund to help
them rebuild, a contribution to the fund isn’t
deductible, Du Val said. However, if the church
has a fund to help people in need, but not
specifically your neighbor, you could take the
deduction.

For a cash contribution, you need proof that
you made the donation. That could be a can-
celed check or an itemized line on your credit
card statement. So, Du Val said, if you put a
$10 bill in the bucket of a Salvation Army bell
ringer, that’s not deductible. But if you wrote
out a check to the Salvation Army and put that
in the bucket, it is.

If the contribution is more than $250, you
also will need a receipt from the organization.

The Internal Revenue Service makes clear,

“If you get something in return for your dona-
tion, your donation is limited. You can only
deduct the amount of your gift that is more
than the value of what you got in return.”

The IRS lists possible items received for
donations, including meals, merchandise or
tickets. Charitable organizations often will
include on your receipt the amount that is
deductible.

Congress, as part of the tax extender bill
passed late last year, made permanent the abil-
ity of people 70½ years old or older to roll over
up to $100,000 from their IRA to a charity tax-
free. Those who take advantage of that provi-
sion won’t have to count the distribution from
the IRA as income. But there’s no double-dip-
ping. If you make the direct donation, you can’t
also deduct it on your return.

Du Val said taxpayers who want to donate
are “generally better off” if they don’t have to
deal with the extra income and the resulting
taxes. He said the distribution also counts
toward the required minimum distribution that
IRA holders have to start taking at that age.

What about deductions for contributions of
clothing and other property?

You can only deduct the fair market value of
an item — what it would sell for at a thrift
store, for example. “Even if the shirt is new and
still has the tag on it, people aren’t going to go
into the thrift store and pay $100 for it,” Du Val
said.

And there’s no deduction for sentimental
value.

If the non-cash donation is more than $500,
you must fill out Section A of Form 8283 and
file it with your return. If it’s more than $5,000,
Section B also is required. You’ll also need a
valid appraisal of the item in hand when you
file your taxes, Du Val said.

If you donate a car, the deduction is not the
fair value of the car but what the charitable
organization sells it for, according to Du Val.
However, there is an exception: If the organiza-
tion gives the car to a needy family, for exam-
ple, or uses it for an ambulance, you can take
the fair market value, he said. In either case,
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Donate to a charity? IRS sets rules for deductions

AP Photo

In thIs fIle Photo, shoppers go into a Goodwill store in Paramus, N.J. Did you donate

a car to a charitable organization in 2015 or some clothing to the church thrift shop or

Goodwill store?  If you want to take a deduction for the donation, you have to itemize on your

tax return. 

See DONATIONS, Page 7
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DONATIONS

from page 6

you have to substantiate the vehicle’s value.
Don’t forget that if you’re delivering the

donation or doing other work for a charitable
organization, you can deduct the mileage.
The rate for 2015 was 14 cents a mile for
using your car for charitable work.

As the presidential campaign moves
toward the first primaries and caucuses,
taxpayers should be aware that donations to
political candidates are not deductible.
Neither the candidates nor the political par-
ties themselves are charitable organizations.

Workers in new ‘on demand’ economy face different tax issues
WASHINGTON (AP) — Did you start driving

for Uber or Lyft last year? Rent your house
out through Airbnb? You could be in for some
surprises come tax time if you didn’t pay any
estimated taxes.

About 14.6 million people — roughly 10
percent of the U.S. workforce — were self-
employed in 2014, according to a Pew
Research Center analysis of Census Bureau
data.

Of those, about 3.2 million are working in
the so-called “on-demand” or gig economy,
accord to Intuit, the software company that
produces TurboTax. The company defines the
on-demand economy “as an online market-
place or application that connected providers-
freelancers with customers.”

In addition to transportation and home or
apartment rentals, that also can include job
sites or other services.

Some people just starting out with Uber,
Airbnb or another on-demand service might
not realize they’re in a business or are a busi-
ness owner, said Lisa Greene-Lewis, a CPA
and editor of the TurboTax blog.

“It’s new and different, and everyone is
super-excited about it,” said Kathy Pickering,
executive director of the Tax Institute at H&R
Block, but the tax implications can catch peo-
ple by surprise.

Drivers for Uber and similar companies are
often considered independent contractors
who are self-employed. Rather than receive a
W-2, they’ll get a 1099 form reporting their

income.
“It’s different from being an employee,

where income taxes are automatically with-
held, where Social Security and Medicare
taxes are automatically withheld,” said
Barbara Weltman, a consultant and author of
“J.K. Lasser’s Guide to Self-Employment,”
and other books on taxes, law and finance.

“The money comes in and they think it’s
theirs to spend, and they don’t figure that a
portion of what they take in has to be appor-
tioned to taxes,” she said.

Independent contractors are subject not
only to regular income taxes but also to the
self-employment tax, which the Internal
Revenue Service says “is a Social Security
and Medicare tax primarily for individuals
who work for themselves.”

The taxes are on the business’ net profit.
“The good news with Uber is everything is

automated and tracked,” Pickering said. That
makes it easier to keep track of business
mileage.

Keep track of other expenses too, like the
cost of a car wash, or providing water or
snacks for riders. “You want to keep the best
records you can so you don’t pay more taxes
than you have to,” she said.

But if the car also is used for personal use,
you’ll have to determine how much and
deduct only a percentage for business use.

Schedule C is used to report profit and loss
from business income. Schedule SE is used
to compute the self-employment tax.

Renting your home out through sites like
Airbnb also can have tax implications,
depending on how many days you rent it out.

People who live near the site of the Super
Bowl, for instance, have rented their homes
out for the long football weekend and taken in
“huge bucks,” Weltman said. But if that’s all
they do for the year, they’re not required to
report the rental income for taxes. The
threshold for reporting rental income is more
than two weeks.

“If you rent your home out for 15 days or
more now, you need to start reporting that
rental income and the expenses associated
with it,” Pickering said.

Deductible expenses like utilities must be
allocated according to the proportion of busi-
ness versus personal use.

Weltman recommends that people working
in the on-demand economy set aside money
to pay their tax bill so it “doesn’t snowball
into an amazing amount.” That includes
making estimated tax payments. Jan. 15 was
the last date to pay estimated taxes for the
fourth quarter of 2015.

For more information, Publication 334 is
the IRS’ Tax Guide for Small Business.
Publication 527 focus on rental income and
expenses, and Publication 463 provides infor-
mation on the use of a car for business.

AP Photo

In thIs  fIle

Photo, Lyft passenger

Christina Shatzen gets

into a car driven by

Nancy Tcheou, in San

Francisco. Drivers for

Uber and other compa-

nies most often are con-

sidered independent

contractors who are self-

employed. Rather than

receive a W-2, they’ll get

a 1099 form reporting

their income.  
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