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Thank you all who trusted Hons Tax Associates and I to prepare and e-file your 2025 tax return. This newsletter mainly covers the new tax law provisions for 2026 tax year. 
If you do not wish to receive my newsletters anymore, simply click on the unsubscribe link below (please do not classify it as spam with your email provider).

A few metrics for 2026 tax season (2025 returns)
- near 146 million tax returns were filed, with near 99 million refunds (was 93 million for 2024 returns)
- near 97% of the returns were e-filed (about 53% of these from tax professionals)
- average refund was near $3,300, about $400 more than for 2024 returns
- very near 100% of the refunds were direct deposits (vs checks)

Off tax season 
I filed extensions for a few of you (personal returns extension to Oct 15). Would be best not to wait the last minute to prepare and file the returns.  

If you have a non-recurring event in 2026 with likely tax consequences, or other questions, you are welcome to call me on my cell phone 303-929-8090. There is no charge for a up to a 20 minutes phone conversation. We can keep it at that, or I can give you some rough tax numbers when simple situations, or I can run a tax projection using my tax software when more complex situations: you drive it. 
In tax, the consequences of significant added income cannot usually be simply separated and computed as they depend on the other income, additional taxes (like the net investment tax) can apply, deductions and credits could be phased out depending on the income, and they are state tax implications.
Events could be the sale of your home or a property/rental, large capital gain, large conversions to Roth, changing self-employment situation/income, moving to another state; and unique situations like a lawsuit settlement, a large retirement/severance package and other situations. 

2026 taxes
Below I will summarize (and it is only a summary of the main provisions, many details and a few provisions with little impact for most taxpayers are not covered)
- the new tax provisions for 2026 tax year
- the tax provisions which started in 2025 tax year (“big beautiful bill”) and will continue in 2026 tax year

New tax provisions for 2026 tax year (in no particular order)
- non itemizers can deduct charitable money donations to 501(c)(3) non-profits up to $1,000 ($2,000 married), but itemized donations are now deductible only above a floor of 0.5% of the adjusted gross income (AGI)

- gamblers can only deduct 90% of their gambling losses (stilled capped to the winnings total), used to be 100%

- energy tax credits for electric cars and home energy efficient improvements are gone

- 1099-NEC filing threshold rises to $2,000 (was $600 for the longest time). 

- tax brackets for ordinary income and capital gains increase from 2025, as they do every year, Google it for the exact numbers if you need. So does the standard deduction, now $16,100 singles, $32,200 married*, adding $1,650 for each spouse 65 and older or $2,050 if single filers. The extra deduction for 65 and older remains (see below)

- child care credit limit increases to $1,500 one child and $3,000 two or more children (was $1,050 and $2100 in 2025)

- the 401k max contribution (deducted on W2) is now $24,500 with two levels of catchup 50 and older (Google for details)
Now a complication when 50 and older: if gross pay is >150k, the extra catch-up contribution can only be made to a Roth 401k (not to a regular deferred 401k), and so is not deductible
IRA max deductible contribution is $7,500, plus $1,100 if 50 and older (same as in 2025)

- College loans forgiven in 2026 are taxable income (were exempted before), this unless the person is not solvable (worksheet) or bankruptcy

- teachers can deduct up to $350 for work out of pocket expenses

- if you kept Obamacare (ACA) health coverage in 2026, expect to have to pay the full premium (less what was already paid monthly) in your tax return if income over 400% of federal poverty level and a lower subsidy if under: lawmakers could not agree on an extension of the “enhanced” ACA subsidies

- if you are not a US citizen and send money abroad in 2026, a 1% excise tax applies

- the estate and lifetime gift tax exemption are increased to an inflation-indexed $15 million for single filers and $30 million married (still $19,000 maximum gift per recipient per year without filing any form. When married it is the number for each giving spouse)

- there could still be a few other changes for 2026 if Congress can agree on them


2025 new tax provisions continuing for 2026 (in no particular order)
- overtime premium possible deduction, subject to an income phase-out, overtime premium paid should be on the 2026 W2s. Income phase-out starts at Adjusted Gross Income (AGI) 150k single and 300k married with full phase-out at 275k single & 550k married*
- Up to $25,000 of tip income (per return) will not be taxed, income phase-out starting at AGI 150k single, 300k married with full phase-out 400k single and 550k married

-  added senior deduction of $6,000 per person when 65 and older (whether itemizing or not), but with an income phaseout starting at AGI 75k single & 150k married with full phase-out 175k single & 250k married.

- cap on the itemized deductions for state and local taxes (SALT) is increased from $10,000 to $40,400 for 2025 (expiring after 2028) with an income phaseout (whether single or married) starting at AGI 505k and full phase-out at 606k (SALT cap going back to $10,000 then) 

- auto loan interest is now deductible (itemizing or not) for only new autos with final assembly in the US, deduction is limited to $10,000, income phase-out starts at AGI 100k single & 200k married with full phase-out at 150k single and 250k married

* In all the above “married” means “married filing jointly” When married filing separately, most of the single filer numbers apply except for a few important aspects the lawmakers wanted to discourage
(Google “disadvantages of filing married separately” for details, the AI is quite accurate for it)

You can find my previous newsletters (downloadable pdfs) on Hons-tax.com  under the Tax Posts tab.

Thank you!
Michael
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