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Life changes can mean tax changes
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If you welcomed a new child, you’ll also welcome an additional tax exemption, worth $4,000 on your 2015 taxes.
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When it comes to taxes, this might be the year to think big picture.
Because most of this year’s filing changes are relatively minor — inflationindexed increases to certain
exemptions and deductions, for example — taxpayers might want to think about how changes in their
personal lives will affect their tax filing.
Did you move to a new state, buy a house, get married, get divorced, or have children? Did your
company move to a highdeductible health insurance plan? Has your salary increased dramatically?
Did you retire or start taking Social Security?
Each of these events could have a significant effect on your taxes this year and require a recalibration
in your tax calculations. So as you pull out your W2s and 1099s, think about what changed for you in
2015.
First of all . . .
Some of these changes are pretty straightforward. If you bought a house, you can now deduct your
mortgage interest and your property taxes. If you welcomed a new child, you’ll also welcome an
additional tax exemption, worth $4,000 on your 2015 taxes. If you got married or divorced, your filing
status will change.
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Filing taxes yourself can be
easy
Today’s software offers clear instructions and
tools that virtually hold the user’s hand through
the process.

Remember, the IRS only cares about your marital status as of Dec. 31. So if your divorce became final
in December, you will be filing as a single person even though you were married for most of the year.
Those who started student loan repayments last year should remember that up to $2,500 of interest
on these loans is tax deductible. This deduction, however, is phased out for higherincome taxpayers.
For 2015, the phase out begins at $130,000 on a joint return and $65,000 for a single individual.
As your income rises, you might find yourself not only phased out of the studentloan interest
deduction and other tax breaks, but also in a higher tax bracket. As such, it makes sense to look for
ways to reduce your taxable income. That includes maxing out on contributions to taxadvantaged

retirement, dependent care, and health care accounts.
Last chance to lower tax bill
For most, the only technique still available to lower 2015
income is to make taxdeductible contributions to certain
retirement plans.
Taxpayers can contribute up to $5,500 to their traditional
IRA, with an additional $1,000 catchup contribution
allowed for those 50 and older.
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If you are covered by a retirement plan at work, however,
that deduction disappears for a couple with a modified

If you got married during 2015, your filing
status will change.

adjusted gross income of $118,000 or $71,000 for a
single individual. In Massachusetts, taxpayers have until April 19 to make their 2015 IRA
contributions.
Those who are selfemployed have until their filing deadline, including extensions, to contribute to a
SEPIRA. Here, annual pretax contributions are limited to 25 percent of income, up to a maximum
contribution of $53,000.
Time to think ahead

And while you’re thinking about it, it’s a good time to start trimming your 2016 taxable income. Make
sure you’re taking full advantage of your 401(k), where this year you can make pretax contributions of
up to $18,000 a year. For those older than the age of 50, it’s $24,000.
Flexible spending accounts, offered through employers,
are a useitorloseit way to tuck away pretax dollars,
using them to fund both health care expenses and child
care costs. In 2016, you can put up to $2,550 of pretax
money into a health care account and as much as $5,000
into a dependent care account. Any funds not used within
the allowed time — typically by Dec. 31 or March 15 the
following year, depending on your plan — are forfeited.
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In 2016, you can put up to $5,000 into a
dependent care account.

If you have a highdeductible health care plan at work,
chances are you have access to a Health Spending Account. Unlike flexible spending accounts, funds
put into an HSA aren’t subject to an expiration date. They can be carried forward year to year and
even into retirement. That makes them an attractive vehicle for lowering income through pretax
contributions.
“HSAs are particularly flexible,” says Grafton “Cap” Willey, a managing director in the tax group at
CBIZ Tofias in Providence. “The money is taxdeductible going in and taxfree coming out when spent
on qualified medical expenses.”

For 2016, individuals can contribute $3,350 a year to their HSA, while those with family plans can
contribute $6,750. Those 55 and older can boost that amount with a $1,000 annual catchup
contribution.
Retirement planning
If you have already signed up for Medicare, you won’t be able to make further contributions to your
HSA, although you can continue to use the account to pay for qualified medical expenses.
But that’s just one adjustment that folks heading into retirement will need to make. Once Social
Security benefits, retirement plan distributions, or pension benefits kick in, people might be surprised
by both the size of their tax bills and the assessment of tax penalties.
That’s because distributions from most retirement plans are taxable and Social Security benefits may
be taxed as well, said Dana Levit, a feeonly financial planner at Paragon Financial Advisors, Newton.
“The first couple of years can be a shock when people realize that they have underpaid their taxes,” she
said. Many will have to begin making estimated tax payments to cover their tax liabilities and avoid
penalties.
Tax refund fraud remains a big issue; the IRS estimates it thwarted about $11.8 billion in attempted
fraud last year. To prevent someone from fraudulently filing for a refund with your Social Security
number, the IRS is teaming up with tax software providers to identify bogus returns, says Mark
Luscombe, principal federal tax analyst with Wolters Kluwer Tax and Accounting US, a provider of tax
and accounting information and software.

Some taxpayers might find they have additional identification numbers on their W2s, he says, noting
this is part of a test program that makes it harder to submit fraudulent W2s.
If you file your return only to find that someone has already claimed a refund in your name, you
should notify the IRS and file Form 14039. The IRS also wants to know if you receive suspicious IRS
communications seeking money or personal information. Remember: The IRS does not initiate
contact with taxpayers by email, fax, or any social media, nor does it make threatening phone calls.
Lynn Asinof can be reached at lasinof@journalist.com.
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The war for tech talent escalates
Executives in Massachusetts say a lack of skilled technology workers is hindering their ability to expand
and innovate.
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Bill Gates says Apple should aid FBI with hacking shooter’s iPhone

“Apple has access to the information . . . you shouldn’t call the access some special thing,” Gates told the
Financial Times.
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New software could make ordinary objects larger than life
Needham’s PTC Inc. wants to help manufacturers build “augmented reality” into millions of
commonplace items.
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Think Boston housing is expensive now? Wait five years
A new report from Standard & Poors estimates that home values here will climb 29 percent over the
next five years.
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Five Nobel laureates backing antiaging dietary supplement
A pill called Basis claims to enable the body to produce more of a natural compound that supports a
healthy metabolism.
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New England ski industry feeling under the weather
Even for representatives of the eternally optimistic sector, there’s no sugarcoating an unusually mild
and snowstarved winter.
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Wells Fargo to increase Asia head count to serve multinationals
Wells Fargo & Co., the most valuable US bank, plans to boost head count at its Asian banking operations by as much
as 10 percent, as the region’s economic growth generates more business with multinational companies.
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Abigail Johnson, after years of training, gets to put her stamp on Fidelity
The new chief executive of Fidelity Investments is the heiress without airs, the billionaire who breaks
type.
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Amid probe, home care agency cuts most staffers
Compassionate Homecare is one of a dozen home health care companies under investigation for
possible fraud.

MORE...

Discounts you didn’t know you could get with a student ID
When in doubt, always ask, but here are a few places where showing a student ID may get you more
than you think.
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London Stock Exchange in merger talks with Deutsche Borse
With most trading now electronic, exchanges are no longer as tied up with national identity as they used
to be.

SHIRLEY LEUNG

MORE...

Rail link coming to fastgrowing Seaport
The state plans to launch an innovative train service on a dormant rail line between the Seaport District
and the Back Bay in just two years.
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Data thefts hit 1.2 million Mass. residents in 2013
Nearly one in five residents had their information stolen in breaches, a figure driven by a massive data
theft at Target.
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Mars recalls candy bars in 55 countries
Mars is recalling Mars, Milky Way, Snickers, Celebrations, and Mini Mix bars after plastic was found in
one of its products.
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Fidelity earnings decline 6% on technology expenses, hiring
Operating income in 2015 fell to $3.2 billion from $3.4 billion the year earlier, Bostonbased Fidelity said today in
its annual report.
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2 costly LNG terminals sit idle
Two recentlybuilt liquefied natural gas terminals off the coast of Gloucester haven’t received a drop of
imported fuel in more than two years.
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Using radio signals, Internet startup takes on the cable giants
Fledgling startup netBlazr is trying to build a new kind of broadband network as an alternative to
Comcast and Verizon.
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DanaFarber recruits Cornell medical dean as CEO
After a worldwide search that culled a long list of executives, DanaFarber Cancer Institute wanted Dr.
Laurie H. Glimcher.
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Home prices, sales on the upswing in Mass.
Home sales rose by almost 14 percent last month, making it the state’s best August since the housing market peaked
in 2005.
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Harvard Business Review successfully adapts to the digital age
The publication has seen a trenddefying 21 percent surge in paid circulation from 2010 to 2015.
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