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Dec 31

Apr 15
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Sept 15
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There are often postponements for deadlines for federally 
declared disasters. If you live in an area where a 
disaster has occurred, or if you’re unsure whether 
this applies to you, please call me.

In this edition of Tax News & Tips, we’ll be discussing a wide variety of 
topics from a review of the items we’ll need to file your 2025 return to  
the new tax law changes you need to be aware of under the so-called  
“One Big Beautiful Bill” Act (referred to in this newsletter as “OB3”).  
Let’s get the basics out of the way by talking about items that will be 
hitting your mailbox, email, or online accounts soon. 

Income Documents 
• W2 from employer — watch for these to arrive 

by the end of January
• 1099-R for distributions from retirement 

accounts
• SSA-1099 showing Social Security benefits and 

Medicare premiums paid. If you were formerly 
a government worker, note that this may be the 
first year you receive this document!

• 1099-Misc and 1099-NEC for miscellaneous 
income and income earned as an independent 
contractor. If you have a side hustle or work 
regularly as an independent contractor, you  
may receive a 1099-NEC reporting income 
earned. We’ll need those forms, as well as  
details of your expenses. Please contact me 
if you have questions about organizing your 
business income.

• 1099-INT, 1099-DIV, and 1099-B — Do you 
have investment accounts that earn interest 
or dividends? Did you sell any stock in 2025? 
You may get individual forms for each kind of 
income, or you might get one consolidated 
statement from your investment accounts.  
Keep an eye out for these in mid-February.

• 1099-K reporting requirements have caused 
quite a bit of confusion in the past few years. 
For the 2025 tax year, if you received payments 
from a third-party payment processor like PayPal 
or Square and the total was more than $20,000 
AND you had more than 200 transactions for  
the year, you may receive Form 1099-K. This 
could be business income, hobby income, or 
even non-taxable personal transfers. We will 
need to ask you some questions to ensure we 
report that income correctly.

• 1099-S — If you sold real estate, you may get 
a 1099-S. If it was your primary residence, 
we may be able to exclude some or all of 
the gain from the sale if you meet certain 
requirements. Ask me if you have questions 
about this.

• 1099-C and 1099-A will report foreclosures, 
debt consolidation, or debt that was forgiven 
or canceled. 

• W-2G — If you hit it big at the casino, you may 
receive W-2G forms to report your winnings.

• Schedule K-1 — Have you invested in any 
partnerships or S corporations? If so, you’ll be 
receiving a K-1 to report your share of income 
and expenses. Since the entity issuing the form 
must file their return before sending your 
K-1s, you may end up waiting until after the 
April filing deadline to receive them. 

Deduction Documents 
1098 (Mortgage Interest Statement)
• Did you refinance during the year? You may 

have to track down more than one form to 
show all the interest you paid this year.

• Was your loan sold or transferred to another 
lender? Please include statements from the old 
and the new lender to ensure we don’t miss  
any deductions.

1098-T (Tuition Statement)
• Did you or anyone in your household have 

expenses for higher education? This form  
will help us determine your eligibility for 
education credits.

5498 (IRA Contribution Information)
• If you contributed to a Traditional or Roth IRA, 

this form will show us the total you invested in 
those accounts for the year.

• Contributions to a Health Savings Account 
(HSA) or Medical Savings Account (MSA) will  
be reported on Form 5498-SA.

1098-E (Student Loan Interest Statement)
• Reports student loan interest you paid during 

the year.
1095-A (Health Insurance Marketplace 
Statement)
• If you purchased health insurance through the 

health insurance marketplace, you will receive 
Form 1095-A to show the premiums you paid 
and any Advance Premium Tax Credit that was 
paid on your behalf. We cannot file your return 
without this form, so make sure to keep an eye 
out for it.

Other Records 
Not all of your income and expenses will be sent 
to you on reporting forms, so you may need to 
gather some additional information.

Medical Expenses
• If you pay out-of-pocket medical costs, make 

sure to total up all your receipts. If you have 
questions about how to categorize your 
expenses, please reach out to me.

Charitable Contributions
• If you donated cash (or wrote a check or paid 

with a credit card), you may be eligible for an 
itemized deduction for your contributions. 
Please provide a total of the amounts that 
you donated. Keep copies of receipts or 
acknowledgment letters if you gave more 
than $250 in a single donation.

• For non-cash donations, please provide a list 
of the dates of the donations, a description of 
the items you donated, and the fair market 
value of your donations. 

Property Taxes
• If you own your home, you may pay your 

taxes through your mortgage impound 
account, which may be included on your 
mortgage interest statement. If not, be sure to 
send along your property tax receipts. 

Contrary to popular belief, when the 
government shuts down for a period of time,  
it does not mean that all government work 
grinds to a halt. Most agencies continue to 
operate, though at a vastly reduced rate. 
In the most recent shutdown, the IRS saw a 
reduction in its workforce from almost 80,000 
employees to less than 40,000. So, what does 
this mean for taxes? 

If you were under audit, it is likely that your 
agent was furloughed which means it may 
take longer to resolve the issue. Once the 
government reopens (which it may have by 
the time you receive this newsletter), the 
backlog of work that piled up will cause issues 
to be resolved at an even slower rate than 
prior to the shutdown.

When filing returns for 2025, it is likely that 
the start of the filing season may be delayed 
as a result of the shutdown. This means that 
while you may have all of your documents 
together by the end of January, we may not 
be able to file your return until closer to the 
end of February.

What Government Shutdowns Mean for Taxes 

Important Change to Premium Tax Credit
If you’ve been getting your health insurance through the marketplace, you may 
already be familiar with the Premium Tax Credit. This credit is used to offset the 
costs that are paid out-of-pocket for insurance premiums. You can wait and get 
the full credit when you file your tax return, or you can do what most taxpayers do 
and receive that credit throughout the year as the Advanced Premium Tax Credit. 
In this case, when we file the tax return, we reconcile the Premium Tax Credit you 
are eligible for with the amount you received. If you didn’t get enough, you get the 

additional amount as a credit. If you got too much,  
you have to repay the excess. 

Here's the catch: in the past, there were limits on the 
amount that would have to be repaid, but those limits 
are gone starting in 2026. If you are insured through 
the marketplace, you may want to take extra care in 
reporting your income to the exchange to determine 
your advance payments; otherwise, you may end up 
with a larger repayment than you’re used to. 
Please reach out if you have questions.
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A New Deduction For 
Non-Itemizers
The OB3 Act introduced (well, reintroduced) 
a new deduction for charitable donations for 
taxpayers who do not itemize deductions. This 
one is just for people who take the standard 
deduction. While this deduction won’t reduce 
your adjusted gross income (AGI), it will reduce 
the amount of income that you pay tax on, 
and for most people who use the standard 
deduction, this is the fi rst time since 2021 that 
donations can lower your tax bill.

The rules are simple: Single fi lers can 
deduct up to $1,000 in qualifi ed charitable 
cash donations. Married couples fi ling jointly 
can deduct up to $2,000. These limits will not 
increase with infl ation in the future.

Only cash donations made directly to 
qualifi ed public charities count — this includes 
cash, checks, or credit card gifts. Non-cash 
donations like clothes, household items, or 
stock do not qualify for this new deduction 
and will not give you a tax benefi t unless you 
itemize. Donations to donor-advised funds 
or private non-operating foundations also do 
not qualify.

For example, if you are a single fi ler taking 
the standard $16,100 deduction in 2026 and 
you write an $800 check to a local food bank 
and give $200 cash to a disaster relief group, 
you can deduct the full $1,000. Because this 
deduction lowers your taxable income if you 
are in the 22% tax bracket, your donation would 
save you about $220 in taxes.

New Restrictions for People 
Who Itemize
It’s not all good news for charitable donations.  
While most people now have a new deduction, 
those who still itemize face two new rules that 
affect how much they can deduct for their 
charitable gifts.

First, there is a new minimum. If you itemize, 
you can only deduct charitable donations 
that are more than half of one percent of your 
adjusted gross income. Anything below that 
does not count. For example, if your adjusted 
gross income is $200,000, the fi rst $1,000 
of your donations is not deductible. Only 
amounts above $1,000 qualify.

Second, if you are in the top 37% tax 
bracket and you itemize, all of your itemized 
deductions, including your charitable 
contributions, will only save you 35% instead 
of 37%. The difference is small, but for large 
donations it adds up. For example, a $50,000 
donation would save you about $1,000 less 
in taxes.

What This Means Going Forward
If you take the standard deduction, your 
donations to qualifi ed public charities now give 
you a tax benefi t that was not available before. 
To make sure your donation counts, check 
that the group is a qualifi ed public charity. 
Most well-known charities also list their 501(c)
(3) status on their website or can provide proof 
if you ask. Checking before you donate helps 
make sure your gift qualifi es for the deduction.

If you give larger amounts, you might want 
to try a strategy called “bunching.” This means 
combining two or three years of planned 
donations into one year. That bigger total can 
put you over the standard deduction limit, so 
it makes sense to itemize and deduct the full 
amount that year, though this strategy may 
not give you as much bang for your buck with 
the new limitation. Give me a call if you’re 
looking for strategies to get the most out of 
your donations.

When we fi le your 2026 tax return next year, 
keep in mind that these changes are new for 
this year, so your deductions may look different 
even if you gave the same amount. 

No matter how much you give, keep good 
records. For cash, check, or credit card 
donations, save your bank statements or 
receipts. If you donate $250 or more, you get 
a written acknowledgment from the charity. 
For non-cash gifts, write down the date, a 
description of the item, and its fair market value.

The Bottom Line
The new deduction is not large, but it is a tax 
break that about 90% of people did not have 
last year. Whether you use it on its own or as 
part of a bigger giving plan depends on your 
donations, your income, and how close you are 
to itemizing. If you want help, reach out and we 
can review your numbers together.

Charitable Contribution Rule 
Changes for 2026

You Win Some, You Lose Some, 
But Now You Pay Tax on More

Electronic Payment Mandate

The Child and Dependent Care 
Credit Got a Boost

Truth Vs. Myth

Retirement and Savings: 
2026 Contribution Limits

Tip Reporting: New Rules 
for Tipped Workers

2026 Tax Calendar

2026 TAX CALENDAR
Second quarter estimated tax payment due 
(Form 1040-ES)

Third quarter estimated tax payment due

Extended 2025 individual tax returns due

Fourth quarter estimated tax payment due

Jun 15

Sept 15

Oct 15

Jan 15

There are often postponements for deadlines for 
federally declared disasters. If you live in an area 
where a disaster has occurred, or if you’re unsure 
whether this applies to you, please call me.

In This Issue:

In recent years, many people 
haven’t received any tax benefi t for 
their charitable donations. The Tax 
Cuts and Jobs Act almost doubled 
the standard deduction, so most 
taxpayers stopped itemizing, and 
charitable gifts no longer showed up 
on their federal returns. Thanks to 
the One Big Beautiful Bill Act (OB3), 
charitable contributions are making 
a comeback in 2026. 

Charitable Contribution Rule Changes for 2026

Retirement 
and Savings: 
2026 
Contribution 
Limits

If you work in a job where you earn 
tips — restaurants, salons, rideshare, 
delivery — there’s a change in how 
your tips will be reported starting 
this year. W-2 and 1099 forms now 

include separate fi elds specifi cally for tip income. Previously, tips were 
lumped in with your regular wages or other compensation. Now they’ll 
be broken out on their own line. 

Why does this matter?
The new law created a deduction for qualifi ed tip income, and the IRS 
will verify eligibility by tracking tips separately. This should relieve the 
burden of having to track your own tips throughout the year. If you run 
a small business that processes credit cards, you may 
want to request a Form 1099 even if the income you 
earned was below the threshold for issuing one, so we 
can ensure you are eligible for the deduction. If you 
have questions about how the tip deduction works 
or whether you qualify, give me a call.

Tip Reporting: 
New Rules for 
Tipped Workers

401(k), 403(b), and 457 Plans
The employee deferral limit is 
$24,500. Those 50+ can add an 
$8,000 catch-up, or $11,250 if you’re 
between 60 and 63. Note: if you 
made over $150,000 from your 
employer last year, you must now 
make catch-up contributions on a 
Roth basis. Check with HR to confi rm 
your plan is set up for this.

Traditional and Roth IRAs
The contribution limit is $7,500, 
with a $1,100 catch-up for those 50+. 
The catch-up is now tied to infl ation 
and will adjust going forward.

SEP and SIMPLE IRAs The SEP IRA 
maximum is $72,000. SIMPLE IRA 
deferrals are $17,000, with a $4,000 
catch-up (or $5,250 for ages 60–63).

Health Savings Accounts (HSAs)
Limits are $4,400 for self-only and 
$8,750 for family coverage, plus an 
extra $1,000 for those 55+. If you 
have a high-deductible health plan, 
HSAs are one of the best savings 
tools available. 

Call me if you’d like to discuss your 
contributions for 2026.

Retirement contribution limits are 
up across the board this year. Here 
are the numbers worth knowing.
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Updated Information 
about Clean Energy 
Credits
EV Credits. The IRS updated their rules about Clean 
Vehicle credits for 2025. Originally, it was understood that 
you had to drive the vehicle off the lot by September 30, 
2025 to qualify. The IRS changed this rule so that you just 
had to have entered into a contract to buy the vehicle and 
made a down payment by September 30, 2025, to qualify.

Solar Credits. If you are in the process of getting  
solar installed on your home, make sure the installation  
is completed and that the panels are working by  
December 31, 2025, or you will not be able to claim the 
credit for any amounts you paid.

The IRS also stated that any tips received from illegal activities 
(yes, you are supposed to report income from illegal activities), 
prostitution, or pornography are ineligible for the tips deduction.
The IRS did not define pornography in its proposed rules, and there 
can be grey areas when it comes to online content creation, so we 
will have to wait for more guidance from the IRS on this issue.

Please keep in mind that these proposed rules are very nuanced 
and may require additional questions when preparing your tax 
return to determine whether or not you are eligible to claim  
the deduction.

Updated Information on Tips!

• Health
• Law
• Engineering 
• Architecture 

• Accounting
• Actuarial Science 
• Performing Arts
• Consulting

• Athletics
• Financial Services 
• Brokerage 

Services

Reminder about the  
Senior Deduction
If you are 65 or older by the end of 2025, you may be entitled 
to take up to a $6,000 deduction on your tax return (up to 
$12,000 if you and your spouse are both 65 or older). The 
amount of deduction you will be able to claim is based on 
your income, so not everyone will qualify. Despite what some 
of the news said, there is still a tax on Social Security benefits. 
You also don’t have to be receiving Social Security to take 
advantage of this deduction. All of this to say, we still need the 
Social Security Benefits document (SSA-1099) to prepare your 
tax return.

MYTH: Social Security is not taxable 
anymore.

TRUTH: The new Senior deduction is 
often confused with “no tax on Social 
Security.” While this new deduction 
may lead to reduced or eliminated 
tax on Social Security benefits, the 
taxability of those benefits hasn’t 
changed, and you don’t have to be 
receiving SSI to claim the deduction. 

MYTH: None of my overtime is taxable.

TRUTH: If you have overtime income for 
the year and you meet certain income 
thresholds, you may be able to take a 
deduction for your qualified overtime. 
The deduction only applies to the 
overtime pay that is above your base 
rate, so if you make $20 per hour and 
your OT rate is $30 per hour, the overtime 
deduction applies to the $10 overtime 
premium, not the $30 overtime pay rate. 

MYTH: If I have to dress nicely for work,  
I can deduct the cost of my suits.

TRUTH: When we look to see if clothing 
can be deductible, the test the law 
applies is “suitable for everyday use.”  
This doesn’t mean that you would wear it, 
it means that you could wear it. 

For this reason, most clothing won’t be 
deductible. If your job requires you to 
wear a hotdog costume that you have 
to purchase on your own, well then, you 
may have a deductible expense. 

VS

Electronic Payment Mandate
Earlier in 2025, an Executive Order was 
issued to mandate that payments going 
into and out of the IRS after September 
30, 2025, be made electronically. The logic 
behind the order was to reduce the costs 
and time it took to process paper checks 
and to avoid issues of checks being lost 
or stolen in the mail. The problem is that 
many taxpayers have always paid their 
tax bill or estimates using a check and are 
unfamiliar or uncomfortable with online 
payment methods. 

The executive order makes reference to exceptions for 
individuals who live in rural areas, do not have access to a bank 
account, or who cannot make electronic payments for religious 
reasons. Unfortunately, the IRS has not released any guidance 
addressing these exceptions.

In light of this change, it is extremely important that we 
discuss the option to set up direct deposit for IRS refunds and 
electronic withdrawals for estimated payments or tax due.  
When filing your tax return, we can include your bank account 
and routing number so the IRS can automatically process  
the payments. 

We know that many taxpayers don’t want to provide their 
banking information to the government, but here’s the thing: 
the Federal government already has access to your routing and 
account number, whether you want them to have it or not. 
Including that information on your return is one of the most 
secure ways to ensure that refunds are received and payments 
are made (aside from logging directly onto the IRS website 
to make a payment). In light of this new mandate, it is highly 
recommended that you include bank information on your  
tax return. 

When filing your tax return, please check that the routing and 
account numbers are correct multiple times before you approve 
the return to be filed. Inputting an incorrect routing or account 
number may lead to a refund being deposited into an account 
that is not yours and it can be very difficult to recover those lost 
refunds. If you mailed in your extended tax payment or made an 
estimated payment by check, don’t worry. The IRS has said that 
they will give us guidance for the upcoming tax season, and in 
the meantime, we can continue using current methods. 

Vehicles Purchased  
in 2025
In the last edition of the newsletter, we discussed the Car Loan 
Interest deduction (new for 2025 through 2028). If you purchased 
a vehicle that had final assembly in the US, you might be able to 
deduct up to $10,000 of your car loan interest on your tax return. 

Whoever holds the loan on 
your new vehicle must issue 
you a special tax document. 
The new form, 1098-VLI, will 
not be required for tax year 
2025, so we won’t have to 
wait for this document to 
claim the deduction this year.

Certain Businesses Ineligible
The IRS stated that employees of so-called “Specified Service” 
businesses may not claim the deduction. Generally speaking, 
this will include anyone who works in the following fields:

In late November, the IRS issued guidance delaying the 
implementation of the Specified Service Business ineligibility 
for 2025. So, even if you are in one of the above fields, you 
may still be eligible (for 2025 only).  

Note: This is a general list, and the determination can be very 
complex. If you received tips, we may have to ask additional questions 
pertaining to the work you and your employer do. We know there 
will be lots of questions, and we are here to help.

Many of you may be looking forward to claiming 
a deduction for tips you received in 2025. The IRS 
recently released some proposed rules surrounding 
the tips deduction that may change who is eligible 
to claim the deduction. In this article, we won’t bore 
you with every detail, but we do want to show you 
what the rules look like now.

Whether you’re a card shark or just enjoy an 
occasional Super Bowl pool, new rules make it harder 
to deduct gambling losses. Under the new laws even 
if you break even for the year, you could face a higher 
tax bill. This applies to all forms of gambling: casinos, 
sports, racing, lotteries, poker, bingo, and more.

How It Used to Work
Previously, you could deduct gambling losses equal to your winnings 
if you itemized deductions. Win and lose $5,000? You fully offset the 
income, making it tax-free (though all those winnings would still land 
in your AGI, potentially reducing other tax benefi ts).

The New 90% Cap
Starting this year, the deduction for gambling losses is limited to 90% 
of your losses for the year. That 10% gap might create “phantom income.” 
But this new rule only hurts break-even or winning gamblers. So, if you 
always lose money at the casino, this shouldn’t be a problem. If you’re 
lucky, you’ll want to read this article to get a better idea of how this new 
rule works.

How the Math Changes
Let’s say you hit a $10,000 jackpot, but keep pulling that lever and wind 
up giving all $10,000 back to the casino. Under the old law, the full 
$10,000 would offset the winnings, but now you can only deduct $9,000, 
meaning you’re paying taxes on money you didn’t keep.

What about a heavier gambler who wins and loses $100,000 in 
a break-even year? They’ll only be able to deduct $90,000 in losses, 
creating $10,000 in phantom taxable income. That’s thousands of dollars 
in extra taxes they didn’t have to pay prior to 2026! 

For a less-fortunate gambler, as long as your winnings are 90% or less 
than your total losses, you won’t feel the sting of this new limitation. 
Let’s say you won $40,000, but lost $50,000. The rule says that gambling 
losses are fi rst limited to 90% of the total gambling losses ($50,000 x 90% 
= $45,000), then limited to gambling winnings. So in this case, the losing 
gambler still gets to offset all $40,000 of their winnings with $40,000 
of losses.

You Still Have to Itemize
Gambling losses are an itemized deduction on Schedule A. If you’re 
claiming the standard deduction, this means your winnings are fully 
taxable with zero offset.

There are some cases where same-day gambling losses can be 
claimed if you don’t itemize, but you have to keep really careful records 
for this strategy to work. If you keep a log of your wins and losses every 
time you go to the casino, let me know so we can see if there’s a way to 
reduce the impact of gambling on your tax return.

Plan Ahead
If you gamble regularly, give me a call to see how these changes might 
impact your tax return.
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MYTH: The new “Trump accounts” 
work like a Roth IRA — the money 
grows tax-free.

TRUTH: These accounts are not 
Roth accounts. The $1,000 federal 
contribution and any investment 
growth are tax-deferred, meaning 
taxes are owed when the money 
is eventually withdrawn — similar 
to a traditional IRA. Family and 
friends can contribute up to $5,000 
per year for a child under 18 with 
a Social Security Number, and the 
account effectively converts to a 
traditional IRA when the child turns 
18. These contributions are not 
deductible. If you had a child born 
in 2025 through 2028, you may be 

eligible for the $1,000 government 
contribution. Details are still coming 
out, but in the meantime, you can 
set up these accounts online at 
trumpaccounts.gov (unless we fi led 
Form 4547 with your tax return). 
Call me if you’d like to know more 
about how these work.

MYTH: My marketplace health 
insurance credits haven’t changed.

TRUTH: The enhanced premium 
tax credits that kept marketplace 
coverage more affordable since 
2021 expired at the end of 2025. 
Starting this year, the percentage 
of income you’re expected to pay 
toward your premium has gone 
back up to pre-2021 levels — roughly 
$1,000 more per year on average. 
The income cliff is also back: if your 
household income exceeds 400% 
of the federal poverty level, you no 
longer qualify for any credit at all. 
And if you received advance credits 
and your actual income came in 

higher than you estimated, you now 
have to repay the full excess — the 
safety-net caps that used to limit 
your repayment are gone. If you 
buy insurance through the 
marketplace, review your income 
estimate now and call me if you 
need help adjusting.

MYTH: If I don’t receive a 1099, 
I don’t owe taxes on that income.
TRUTH: All income is taxable 
whether or not you receive a 1099. 
That said, the reporting rules did 
change this year. The minimum 
amount that triggers a 1099-NEC 
or 1099-MISC went from $600 to 
$2,000 — the fi rst increase since 
1954. If you do freelance or contract 
work, you’ll get fewer forms for 
smaller jobs. The 1099-K reporting 
level for payment platforms like 
Venmo and PayPal is permanently 
set at $20,000 and 200 or more 
transactions. These changes affect 
which payments get reported to 

the IRS, not which payments you 
owe tax on. If you received income 
and aren’t sure how it should be 
reported, call me.

MYTH: I can only withdraw $10,000 
per year from a 529 plan for K-12 
tuition.

TRUTH: That limit doubled. Starting 
this year, you can withdraw up 
to $20,000 per student per year 
from a 529 plan for K-12 expenses 
without owing federal tax on 
the withdrawal. One important 
catch: your state may not follow 
the federal rules. California, for 
example, has historically taken 
a narrower view of what counts 
as a qualifi ed 529 expense. A 
withdrawal that’s perfectly fi ne at 
the federal level could trigger state 
taxes and penalties. Give me a 
call before making any large 529 
withdrawals for K-12 costs.

TRUTH
VS.
MYTH

If you pay for child care or dependent 
care so you can work or pursue a 
degree, there’s good news: this credit 
just got a permanent, meaningful 
increase.

Bigger Credit Rates
Under the old rules, the credit covered 
20% – 35% of qualifying care expenses, 
depending on your income. The new law 
raises that range to 20% – 50%.

The rate you get depends on your adjusted 
gross income (AGI):

➔ If your AGI is under $15,000, you get the 
full 50% rate.

➔ As income goes up, the rate gradually steps 
down — phasing down to 35% until you hit 
$75,000 (single/HOH) or $150,000 (joint).

➔ The rate continues stepping down to the 
20% fl oor at about $105,000 (single/HOH) or 
$210,000 (joint).

➔ Above those thresholds, the rate stays 
at 20%.

What That Means in Dollars
The qualifying expense limits are the 
same as before: $3,000 for one qualifying 
dependent, $6,000 for two or more. 
But with the higher rate, the maximum 
credit is now:

➔ $1,500 for one dependent (50% x 
$3,000) — up from $1,050 under the 
old rules

➔ $3,000 for two or more (50% x $6,000) — 
up from $2,100

Even at the 20% fl oor, you’re looking at $600 
for one dependent or $1,200 for two or more.

The Dependent Care FSA 
Got a Raise Too
If your employer offers a dependent care 
fl exible spending account (FSA), the annual 
limit has increased from $5,000 to $7,500 for 
most fi ling statuses. The limit is cut in half for 
married taxpayers fi ling separately. This is the 
fi rst increase to that limit since 1986 — yes, it 
really took that long.

If you’re currently contributing to a 
dependent care FSA, you may want to check 
with your employer about raising your election 
to take advantage of the higher limit. The 
extra $2,500 in pre-tax dollars can make a 
noticeable difference.

You Win Some, You Lose 
Some, But Now You Pay 
Tax on More.

Electronic 
Payment 
Mandate
Starting early last year, the federal 
government began updating how 
payments are made to and from the 
IRS by requiring electronic payments. 
If you’ve been reluctant to get your 
refunds by direct deposit, or if you don’t have a bank account, 
you’ll fi nd some extra steps are required this year to get your hands 
on your refund. If you don’t include your banking information on 
your return, the IRS will send you a CP53E letter requesting banking 
details to get your refund electronically.

When that letter shows up, you have a few options.

Option 1  Provide your routing and account number to the IRS 
using your IRS.gov account, or respond to the letter and explain that 
you do not have access to a bank account. In either case, the refund 
will be issued shortly after you respond.

Option 2  Ignore the letter because you want your refund as a 
check and don’t want to provide an explanation for why they cannot 
transfer it to you electronically. If you go this route, it may take more 
than 6 weeks to get your refund (but they will eventually send you 
the money).

If you are concerned about the status of your refund, 
visit irs.gov/refunds. If you receive a CP53E and need some extra 
guidance, please reach out so I can make sure you’re taken care of.

The Child and Dependent 
Care Credit Got a Boost 

Keep in mind: this credit is 
nonrefundable. It can reduce 

your tax bill to zero, but it won’t 
generate a refund by itself.SAMPLE
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Updated Information 
about Clean Energy 
Credits
EV Credits. The IRS updated their rules about Clean 
Vehicle credits for 2025. Originally, it was understood that 
you had to drive the vehicle off the lot by September 30, 
2025 to qualify. The IRS changed this rule so that you just 
had to have entered into a contract to buy the vehicle and 
made a down payment by September 30, 2025, to qualify.

Solar Credits. If you are in the process of getting  
solar installed on your home, make sure the installation  
is completed and that the panels are working by  
December 31, 2025, or you will not be able to claim the 
credit for any amounts you paid.

The IRS also stated that any tips received from illegal activities 
(yes, you are supposed to report income from illegal activities), 
prostitution, or pornography are ineligible for the tips deduction.
The IRS did not define pornography in its proposed rules, and there 
can be grey areas when it comes to online content creation, so we 
will have to wait for more guidance from the IRS on this issue.

Please keep in mind that these proposed rules are very nuanced 
and may require additional questions when preparing your tax 
return to determine whether or not you are eligible to claim  
the deduction.

Updated Information on Tips!

• Health
• Law
• Engineering 
• Architecture 

• Accounting
• Actuarial Science 
• Performing Arts
• Consulting

• Athletics
• Financial Services 
• Brokerage 

Services

Reminder about the  
Senior Deduction
If you are 65 or older by the end of 2025, you may be entitled 
to take up to a $6,000 deduction on your tax return (up to 
$12,000 if you and your spouse are both 65 or older). The 
amount of deduction you will be able to claim is based on 
your income, so not everyone will qualify. Despite what some 
of the news said, there is still a tax on Social Security benefits. 
You also don’t have to be receiving Social Security to take 
advantage of this deduction. All of this to say, we still need the 
Social Security Benefits document (SSA-1099) to prepare your 
tax return.

MYTH: Social Security is not taxable 
anymore.

TRUTH: The new Senior deduction is 
often confused with “no tax on Social 
Security.” While this new deduction 
may lead to reduced or eliminated 
tax on Social Security benefits, the 
taxability of those benefits hasn’t 
changed, and you don’t have to be 
receiving SSI to claim the deduction. 

MYTH: None of my overtime is taxable.

TRUTH: If you have overtime income for 
the year and you meet certain income 
thresholds, you may be able to take a 
deduction for your qualified overtime. 
The deduction only applies to the 
overtime pay that is above your base 
rate, so if you make $20 per hour and 
your OT rate is $30 per hour, the overtime 
deduction applies to the $10 overtime 
premium, not the $30 overtime pay rate. 

MYTH: If I have to dress nicely for work,  
I can deduct the cost of my suits.

TRUTH: When we look to see if clothing 
can be deductible, the test the law 
applies is “suitable for everyday use.”  
This doesn’t mean that you would wear it, 
it means that you could wear it. 

For this reason, most clothing won’t be 
deductible. If your job requires you to 
wear a hotdog costume that you have 
to purchase on your own, well then, you 
may have a deductible expense. 

VS

Electronic Payment Mandate
Earlier in 2025, an Executive Order was 
issued to mandate that payments going 
into and out of the IRS after September 
30, 2025, be made electronically. The logic 
behind the order was to reduce the costs 
and time it took to process paper checks 
and to avoid issues of checks being lost 
or stolen in the mail. The problem is that 
many taxpayers have always paid their 
tax bill or estimates using a check and are 
unfamiliar or uncomfortable with online 
payment methods. 

The executive order makes reference to exceptions for 
individuals who live in rural areas, do not have access to a bank 
account, or who cannot make electronic payments for religious 
reasons. Unfortunately, the IRS has not released any guidance 
addressing these exceptions.

In light of this change, it is extremely important that we 
discuss the option to set up direct deposit for IRS refunds and 
electronic withdrawals for estimated payments or tax due.  
When filing your tax return, we can include your bank account 
and routing number so the IRS can automatically process  
the payments. 

We know that many taxpayers don’t want to provide their 
banking information to the government, but here’s the thing: 
the Federal government already has access to your routing and 
account number, whether you want them to have it or not. 
Including that information on your return is one of the most 
secure ways to ensure that refunds are received and payments 
are made (aside from logging directly onto the IRS website 
to make a payment). In light of this new mandate, it is highly 
recommended that you include bank information on your  
tax return. 

When filing your tax return, please check that the routing and 
account numbers are correct multiple times before you approve 
the return to be filed. Inputting an incorrect routing or account 
number may lead to a refund being deposited into an account 
that is not yours and it can be very difficult to recover those lost 
refunds. If you mailed in your extended tax payment or made an 
estimated payment by check, don’t worry. The IRS has said that 
they will give us guidance for the upcoming tax season, and in 
the meantime, we can continue using current methods. 

Vehicles Purchased  
in 2025
In the last edition of the newsletter, we discussed the Car Loan 
Interest deduction (new for 2025 through 2028). If you purchased 
a vehicle that had final assembly in the US, you might be able to 
deduct up to $10,000 of your car loan interest on your tax return. 

Whoever holds the loan on 
your new vehicle must issue 
you a special tax document. 
The new form, 1098-VLI, will 
not be required for tax year 
2025, so we won’t have to 
wait for this document to 
claim the deduction this year.

Certain Businesses Ineligible
The IRS stated that employees of so-called “Specified Service” 
businesses may not claim the deduction. Generally speaking, 
this will include anyone who works in the following fields:

In late November, the IRS issued guidance delaying the 
implementation of the Specified Service Business ineligibility 
for 2025. So, even if you are in one of the above fields, you 
may still be eligible (for 2025 only).  

Note: This is a general list, and the determination can be very 
complex. If you received tips, we may have to ask additional questions 
pertaining to the work you and your employer do. We know there 
will be lots of questions, and we are here to help.

Many of you may be looking forward to claiming 
a deduction for tips you received in 2025. The IRS 
recently released some proposed rules surrounding 
the tips deduction that may change who is eligible 
to claim the deduction. In this article, we won’t bore 
you with every detail, but we do want to show you 
what the rules look like now.

Whether you’re a card shark or just enjoy an 
occasional Super Bowl pool, new rules make it harder 
to deduct gambling losses. Under the new laws even 
if you break even for the year, you could face a higher 
tax bill. This applies to all forms of gambling: casinos, 
sports, racing, lotteries, poker, bingo, and more.

How It Used to Work
Previously, you could deduct gambling losses equal to your winnings 
if you itemized deductions. Win and lose $5,000? You fully offset the 
income, making it tax-free (though all those winnings would still land 
in your AGI, potentially reducing other tax benefi ts).

The New 90% Cap
Starting this year, the deduction for gambling losses is limited to 90% 
of your losses for the year. That 10% gap might create “phantom income.” 
But this new rule only hurts break-even or winning gamblers. So, if you 
always lose money at the casino, this shouldn’t be a problem. If you’re 
lucky, you’ll want to read this article to get a better idea of how this new 
rule works.

How the Math Changes
Let’s say you hit a $10,000 jackpot, but keep pulling that lever and wind 
up giving all $10,000 back to the casino. Under the old law, the full 
$10,000 would offset the winnings, but now you can only deduct $9,000, 
meaning you’re paying taxes on money you didn’t keep.

What about a heavier gambler who wins and loses $100,000 in 
a break-even year? They’ll only be able to deduct $90,000 in losses, 
creating $10,000 in phantom taxable income. That’s thousands of dollars 
in extra taxes they didn’t have to pay prior to 2026! 

For a less-fortunate gambler, as long as your winnings are 90% or less 
than your total losses, you won’t feel the sting of this new limitation. 
Let’s say you won $40,000, but lost $50,000. The rule says that gambling 
losses are fi rst limited to 90% of the total gambling losses ($50,000 x 90% 
= $45,000), then limited to gambling winnings. So in this case, the losing 
gambler still gets to offset all $40,000 of their winnings with $40,000 
of losses.

You Still Have to Itemize
Gambling losses are an itemized deduction on Schedule A. If you’re 
claiming the standard deduction, this means your winnings are fully 
taxable with zero offset.

There are some cases where same-day gambling losses can be 
claimed if you don’t itemize, but you have to keep really careful records 
for this strategy to work. If you keep a log of your wins and losses every 
time you go to the casino, let me know so we can see if there’s a way to 
reduce the impact of gambling on your tax return.

Plan Ahead
If you gamble regularly, give me a call to see how these changes might 
impact your tax return.
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MYTH: The new “Trump accounts” 
work like a Roth IRA — the money 
grows tax-free.

TRUTH: These accounts are not 
Roth accounts. The $1,000 federal 
contribution and any investment 
growth are tax-deferred, meaning 
taxes are owed when the money 
is eventually withdrawn — similar 
to a traditional IRA. Family and 
friends can contribute up to $5,000 
per year for a child under 18 with 
a Social Security Number, and the 
account effectively converts to a 
traditional IRA when the child turns 
18. These contributions are not 
deductible. If you had a child born 
in 2025 through 2028, you may be 

eligible for the $1,000 government 
contribution. Details are still coming 
out, but in the meantime, you can 
set up these accounts online at 
trumpaccounts.gov (unless we fi led 
Form 4547 with your tax return). 
Call me if you’d like to know more 
about how these work.

MYTH: My marketplace health 
insurance credits haven’t changed.

TRUTH: The enhanced premium 
tax credits that kept marketplace 
coverage more affordable since 
2021 expired at the end of 2025. 
Starting this year, the percentage 
of income you’re expected to pay 
toward your premium has gone 
back up to pre-2021 levels — roughly 
$1,000 more per year on average. 
The income cliff is also back: if your 
household income exceeds 400% 
of the federal poverty level, you no 
longer qualify for any credit at all. 
And if you received advance credits 
and your actual income came in 

higher than you estimated, you now 
have to repay the full excess — the 
safety-net caps that used to limit 
your repayment are gone. If you 
buy insurance through the 
marketplace, review your income 
estimate now and call me if you 
need help adjusting.

MYTH: If I don’t receive a 1099, 
I don’t owe taxes on that income.
TRUTH: All income is taxable 
whether or not you receive a 1099. 
That said, the reporting rules did 
change this year. The minimum 
amount that triggers a 1099-NEC 
or 1099-MISC went from $600 to 
$2,000 — the fi rst increase since 
1954. If you do freelance or contract 
work, you’ll get fewer forms for 
smaller jobs. The 1099-K reporting 
level for payment platforms like 
Venmo and PayPal is permanently 
set at $20,000 and 200 or more 
transactions. These changes affect 
which payments get reported to 

the IRS, not which payments you 
owe tax on. If you received income 
and aren’t sure how it should be 
reported, call me.

MYTH: I can only withdraw $10,000 
per year from a 529 plan for K-12 
tuition.

TRUTH: That limit doubled. Starting 
this year, you can withdraw up 
to $20,000 per student per year 
from a 529 plan for K-12 expenses 
without owing federal tax on 
the withdrawal. One important 
catch: your state may not follow 
the federal rules. California, for 
example, has historically taken 
a narrower view of what counts 
as a qualifi ed 529 expense. A 
withdrawal that’s perfectly fi ne at 
the federal level could trigger state 
taxes and penalties. Give me a 
call before making any large 529 
withdrawals for K-12 costs.

TRUTH
VS.
MYTH

If you pay for child care or dependent 
care so you can work or pursue a 
degree, there’s good news: this credit 
just got a permanent, meaningful 
increase.

Bigger Credit Rates
Under the old rules, the credit covered 
20% – 35% of qualifying care expenses, 
depending on your income. The new law 
raises that range to 20% – 50%.

The rate you get depends on your adjusted 
gross income (AGI):

➔ If your AGI is under $15,000, you get the 
full 50% rate.

➔ As income goes up, the rate gradually steps 
down — phasing down to 35% until you hit 
$75,000 (single/HOH) or $150,000 (joint).

➔ The rate continues stepping down to the 
20% fl oor at about $105,000 (single/HOH) or 
$210,000 (joint).

➔ Above those thresholds, the rate stays 
at 20%.

What That Means in Dollars
The qualifying expense limits are the 
same as before: $3,000 for one qualifying 
dependent, $6,000 for two or more. 
But with the higher rate, the maximum 
credit is now:

➔ $1,500 for one dependent (50% x 
$3,000) — up from $1,050 under the 
old rules

➔ $3,000 for two or more (50% x $6,000) — 
up from $2,100

Even at the 20% fl oor, you’re looking at $600 
for one dependent or $1,200 for two or more.

The Dependent Care FSA 
Got a Raise Too
If your employer offers a dependent care 
fl exible spending account (FSA), the annual 
limit has increased from $5,000 to $7,500 for 
most fi ling statuses. The limit is cut in half for 
married taxpayers fi ling separately. This is the 
fi rst increase to that limit since 1986 — yes, it 
really took that long.

If you’re currently contributing to a 
dependent care FSA, you may want to check 
with your employer about raising your election 
to take advantage of the higher limit. The 
extra $2,500 in pre-tax dollars can make a 
noticeable difference.

You Win Some, You Lose 
Some, But Now You Pay 
Tax on More.

Electronic 
Payment 
Mandate
Starting early last year, the federal 
government began updating how 
payments are made to and from the 
IRS by requiring electronic payments. 
If you’ve been reluctant to get your 
refunds by direct deposit, or if you don’t have a bank account, 
you’ll fi nd some extra steps are required this year to get your hands 
on your refund. If you don’t include your banking information on 
your return, the IRS will send you a CP53E letter requesting banking 
details to get your refund electronically.

When that letter shows up, you have a few options.

Option 1  Provide your routing and account number to the IRS 
using your IRS.gov account, or respond to the letter and explain that 
you do not have access to a bank account. In either case, the refund 
will be issued shortly after you respond.

Option 2  Ignore the letter because you want your refund as a 
check and don’t want to provide an explanation for why they cannot 
transfer it to you electronically. If you go this route, it may take more 
than 6 weeks to get your refund (but they will eventually send you 
the money).

If you are concerned about the status of your refund, 
visit irs.gov/refunds. If you receive a CP53E and need some extra 
guidance, please reach out so I can make sure you’re taken care of.

The Child and Dependent 
Care Credit Got a Boost 

Keep in mind: this credit is 
nonrefundable. It can reduce 

your tax bill to zero, but it won’t 
generate a refund by itself.SAMPLE
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Your Tax Calendar

Prepare to 
File Your 2025 
Returns!

Last day to have solar completely 
installed on your home and get a 
federal tax credit

Last day to file your tax return 
or an extension. Due date of Q1 
Estimated Payment.

Due date for Q2 Estimated 
Payment

Due date for Q3 Estimated 
Payment

Dec 31

Apr 15

Jun 15

Sept 15
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There are often postponements for deadlines for federally 
declared disasters. If you live in an area where a 
disaster has occurred, or if you’re unsure whether 
this applies to you, please call me.

In this edition of Tax News & Tips, we’ll be discussing a wide variety of 
topics from a review of the items we’ll need to file your 2025 return to  
the new tax law changes you need to be aware of under the so-called  
“One Big Beautiful Bill” Act (referred to in this newsletter as “OB3”).  
Let’s get the basics out of the way by talking about items that will be 
hitting your mailbox, email, or online accounts soon. 

Income Documents 
• W2 from employer — watch for these to arrive 

by the end of January
• 1099-R for distributions from retirement 

accounts
• SSA-1099 showing Social Security benefits and 

Medicare premiums paid. If you were formerly 
a government worker, note that this may be the 
first year you receive this document!

• 1099-Misc and 1099-NEC for miscellaneous 
income and income earned as an independent 
contractor. If you have a side hustle or work 
regularly as an independent contractor, you  
may receive a 1099-NEC reporting income 
earned. We’ll need those forms, as well as  
details of your expenses. Please contact me 
if you have questions about organizing your 
business income.

• 1099-INT, 1099-DIV, and 1099-B — Do you 
have investment accounts that earn interest 
or dividends? Did you sell any stock in 2025? 
You may get individual forms for each kind of 
income, or you might get one consolidated 
statement from your investment accounts.  
Keep an eye out for these in mid-February.

• 1099-K reporting requirements have caused 
quite a bit of confusion in the past few years. 
For the 2025 tax year, if you received payments 
from a third-party payment processor like PayPal 
or Square and the total was more than $20,000 
AND you had more than 200 transactions for  
the year, you may receive Form 1099-K. This 
could be business income, hobby income, or 
even non-taxable personal transfers. We will 
need to ask you some questions to ensure we 
report that income correctly.

• 1099-S — If you sold real estate, you may get 
a 1099-S. If it was your primary residence, 
we may be able to exclude some or all of 
the gain from the sale if you meet certain 
requirements. Ask me if you have questions 
about this.

• 1099-C and 1099-A will report foreclosures, 
debt consolidation, or debt that was forgiven 
or canceled. 

• W-2G — If you hit it big at the casino, you may 
receive W-2G forms to report your winnings.

• Schedule K-1 — Have you invested in any 
partnerships or S corporations? If so, you’ll be 
receiving a K-1 to report your share of income 
and expenses. Since the entity issuing the form 
must file their return before sending your 
K-1s, you may end up waiting until after the 
April filing deadline to receive them. 

Deduction Documents 
1098 (Mortgage Interest Statement)
• Did you refinance during the year? You may 

have to track down more than one form to 
show all the interest you paid this year.

• Was your loan sold or transferred to another 
lender? Please include statements from the old 
and the new lender to ensure we don’t miss  
any deductions.

1098-T (Tuition Statement)
• Did you or anyone in your household have 

expenses for higher education? This form  
will help us determine your eligibility for 
education credits.

5498 (IRA Contribution Information)
• If you contributed to a Traditional or Roth IRA, 

this form will show us the total you invested in 
those accounts for the year.

• Contributions to a Health Savings Account 
(HSA) or Medical Savings Account (MSA) will  
be reported on Form 5498-SA.

1098-E (Student Loan Interest Statement)
• Reports student loan interest you paid during 

the year.
1095-A (Health Insurance Marketplace 
Statement)
• If you purchased health insurance through the 

health insurance marketplace, you will receive 
Form 1095-A to show the premiums you paid 
and any Advance Premium Tax Credit that was 
paid on your behalf. We cannot file your return 
without this form, so make sure to keep an eye 
out for it.

Other Records 
Not all of your income and expenses will be sent 
to you on reporting forms, so you may need to 
gather some additional information.

Medical Expenses
• If you pay out-of-pocket medical costs, make 

sure to total up all your receipts. If you have 
questions about how to categorize your 
expenses, please reach out to me.

Charitable Contributions
• If you donated cash (or wrote a check or paid 

with a credit card), you may be eligible for an 
itemized deduction for your contributions. 
Please provide a total of the amounts that 
you donated. Keep copies of receipts or 
acknowledgment letters if you gave more 
than $250 in a single donation.

• For non-cash donations, please provide a list 
of the dates of the donations, a description of 
the items you donated, and the fair market 
value of your donations. 

Property Taxes
• If you own your home, you may pay your 

taxes through your mortgage impound 
account, which may be included on your 
mortgage interest statement. If not, be sure to 
send along your property tax receipts. 

Contrary to popular belief, when the 
government shuts down for a period of time,  
it does not mean that all government work 
grinds to a halt. Most agencies continue to 
operate, though at a vastly reduced rate. 
In the most recent shutdown, the IRS saw a 
reduction in its workforce from almost 80,000 
employees to less than 40,000. So, what does 
this mean for taxes? 

If you were under audit, it is likely that your 
agent was furloughed which means it may 
take longer to resolve the issue. Once the 
government reopens (which it may have by 
the time you receive this newsletter), the 
backlog of work that piled up will cause issues 
to be resolved at an even slower rate than 
prior to the shutdown.

When filing returns for 2025, it is likely that 
the start of the filing season may be delayed 
as a result of the shutdown. This means that 
while you may have all of your documents 
together by the end of January, we may not 
be able to file your return until closer to the 
end of February.

What Government Shutdowns Mean for Taxes 

Important Change to Premium Tax Credit
If you’ve been getting your health insurance through the marketplace, you may 
already be familiar with the Premium Tax Credit. This credit is used to offset the 
costs that are paid out-of-pocket for insurance premiums. You can wait and get 
the full credit when you file your tax return, or you can do what most taxpayers do 
and receive that credit throughout the year as the Advanced Premium Tax Credit. 
In this case, when we file the tax return, we reconcile the Premium Tax Credit you 
are eligible for with the amount you received. If you didn’t get enough, you get the 

additional amount as a credit. If you got too much,  
you have to repay the excess. 

Here's the catch: in the past, there were limits on the 
amount that would have to be repaid, but those limits 
are gone starting in 2026. If you are insured through 
the marketplace, you may want to take extra care in 
reporting your income to the exchange to determine 
your advance payments; otherwise, you may end up 
with a larger repayment than you’re used to. 
Please reach out if you have questions.
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A New Deduction For 
Non-Itemizers
The OB3 Act introduced (well, reintroduced) 
a new deduction for charitable donations for 
taxpayers who do not itemize deductions. This 
one is just for people who take the standard 
deduction. While this deduction won’t reduce 
your adjusted gross income (AGI), it will reduce 
the amount of income that you pay tax on, 
and for most people who use the standard 
deduction, this is the fi rst time since 2021 that 
donations can lower your tax bill.

The rules are simple: Single fi lers can 
deduct up to $1,000 in qualifi ed charitable 
cash donations. Married couples fi ling jointly 
can deduct up to $2,000. These limits will not 
increase with infl ation in the future.

Only cash donations made directly to 
qualifi ed public charities count — this includes 
cash, checks, or credit card gifts. Non-cash 
donations like clothes, household items, or 
stock do not qualify for this new deduction 
and will not give you a tax benefi t unless you 
itemize. Donations to donor-advised funds 
or private non-operating foundations also do 
not qualify.

For example, if you are a single fi ler taking 
the standard $16,100 deduction in 2026 and 
you write an $800 check to a local food bank 
and give $200 cash to a disaster relief group, 
you can deduct the full $1,000. Because this 
deduction lowers your taxable income if you 
are in the 22% tax bracket, your donation would 
save you about $220 in taxes.

New Restrictions for People 
Who Itemize
It’s not all good news for charitable donations.  
While most people now have a new deduction, 
those who still itemize face two new rules that 
affect how much they can deduct for their 
charitable gifts.

First, there is a new minimum. If you itemize, 
you can only deduct charitable donations 
that are more than half of one percent of your 
adjusted gross income. Anything below that 
does not count. For example, if your adjusted 
gross income is $200,000, the fi rst $1,000 
of your donations is not deductible. Only 
amounts above $1,000 qualify.

Second, if you are in the top 37% tax 
bracket and you itemize, all of your itemized 
deductions, including your charitable 
contributions, will only save you 35% instead 
of 37%. The difference is small, but for large 
donations it adds up. For example, a $50,000 
donation would save you about $1,000 less 
in taxes.

What This Means Going Forward
If you take the standard deduction, your 
donations to qualifi ed public charities now give 
you a tax benefi t that was not available before. 
To make sure your donation counts, check 
that the group is a qualifi ed public charity. 
Most well-known charities also list their 501(c)
(3) status on their website or can provide proof 
if you ask. Checking before you donate helps 
make sure your gift qualifi es for the deduction.

If you give larger amounts, you might want 
to try a strategy called “bunching.” This means 
combining two or three years of planned 
donations into one year. That bigger total can 
put you over the standard deduction limit, so 
it makes sense to itemize and deduct the full 
amount that year, though this strategy may 
not give you as much bang for your buck with 
the new limitation. Give me a call if you’re 
looking for strategies to get the most out of 
your donations.

When we fi le your 2026 tax return next year, 
keep in mind that these changes are new for 
this year, so your deductions may look different 
even if you gave the same amount. 

No matter how much you give, keep good 
records. For cash, check, or credit card 
donations, save your bank statements or 
receipts. If you donate $250 or more, you get 
a written acknowledgment from the charity. 
For non-cash gifts, write down the date, a 
description of the item, and its fair market value.

The Bottom Line
The new deduction is not large, but it is a tax 
break that about 90% of people did not have 
last year. Whether you use it on its own or as 
part of a bigger giving plan depends on your 
donations, your income, and how close you are 
to itemizing. If you want help, reach out and we 
can review your numbers together.

Charitable Contribution Rule 
Changes for 2026

You Win Some, You Lose Some, 
But Now You Pay Tax on More

Electronic Payment Mandate

The Child and Dependent Care 
Credit Got a Boost

Truth Vs. Myth

Retirement and Savings: 
2026 Contribution Limits

Tip Reporting: New Rules 
for Tipped Workers

2026 Tax Calendar

2026 TAX CALENDAR
Second quarter estimated tax payment due 
(Form 1040-ES)

Third quarter estimated tax payment due

Extended 2025 individual tax returns due

Fourth quarter estimated tax payment due

Jun 15

Sept 15

Oct 15

Jan 15

There are often postponements for deadlines for 
federally declared disasters. If you live in an area 
where a disaster has occurred, or if you’re unsure 
whether this applies to you, please call me.

In This Issue:

In recent years, many people 
haven’t received any tax benefi t for 
their charitable donations. The Tax 
Cuts and Jobs Act almost doubled 
the standard deduction, so most 
taxpayers stopped itemizing, and 
charitable gifts no longer showed up 
on their federal returns. Thanks to 
the One Big Beautiful Bill Act (OB3), 
charitable contributions are making 
a comeback in 2026. 

Charitable Contribution Rule Changes for 2026

Retirement 
and Savings: 
2026 
Contribution 
Limits

If you work in a job where you earn 
tips — restaurants, salons, rideshare, 
delivery — there’s a change in how 
your tips will be reported starting 
this year. W-2 and 1099 forms now 

include separate fi elds specifi cally for tip income. Previously, tips were 
lumped in with your regular wages or other compensation. Now they’ll 
be broken out on their own line. 

Why does this matter?
The new law created a deduction for qualifi ed tip income, and the IRS 
will verify eligibility by tracking tips separately. This should relieve the 
burden of having to track your own tips throughout the year. If you run 
a small business that processes credit cards, you may 
want to request a Form 1099 even if the income you 
earned was below the threshold for issuing one, so we 
can ensure you are eligible for the deduction. If you 
have questions about how the tip deduction works 
or whether you qualify, give me a call.

Tip Reporting: 
New Rules for 
Tipped Workers

401(k), 403(b), and 457 Plans
The employee deferral limit is 
$24,500. Those 50+ can add an 
$8,000 catch-up, or $11,250 if you’re 
between 60 and 63. Note: if you 
made over $150,000 from your 
employer last year, you must now 
make catch-up contributions on a 
Roth basis. Check with HR to confi rm 
your plan is set up for this.

Traditional and Roth IRAs
The contribution limit is $7,500, 
with a $1,100 catch-up for those 50+. 
The catch-up is now tied to infl ation 
and will adjust going forward.

SEP and SIMPLE IRAs The SEP IRA 
maximum is $72,000. SIMPLE IRA 
deferrals are $17,000, with a $4,000 
catch-up (or $5,250 for ages 60–63).

Health Savings Accounts (HSAs)
Limits are $4,400 for self-only and 
$8,750 for family coverage, plus an 
extra $1,000 for those 55+. If you 
have a high-deductible health plan, 
HSAs are one of the best savings 
tools available. 

Call me if you’d like to discuss your 
contributions for 2026.

Retirement contribution limits are 
up across the board this year. Here 
are the numbers worth knowing.
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