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New Year’s Resolutions
Welcome to 2015. How
many of us make a New Year’s
resolution? Statistics say 45%
percent of Americans make a
resolution while 38% never
make one. Of those that make
a resolution only 8% succeed
in achieving their goal. Not
great stats. Here are the top
ten resolutions:
• Lose weight
• Get organized
• Spend less, save more
• Enjoy life to the fullest
• Stay fit and healthy
• Learn something exciting
(I don’t think the tax code is
on the list!)
• Quit smoking
• Help others with their dreams
• Fall in love
• Spend more time with family
Are any of these your goals
for 2015? Are you ready to
succeed? Most folks fail due
to poor timing. According to
the experts, January is not a
good time to embark on something new. It is cold, cloudy,
and dreary and we are usually feeling short on funds due
to holiday spending. Fall and
spring are better times to make
a change.
Many of our resolutions
are really wishes instead of a
measurable goal. How will we
know we’ve succeeded if we

can’t measure the outcome? A
goal of losing weight is a wish,
while a goal to lose 10 pounds
is a goal.
What has prevented you
from making a change before
January 1st? There must be

Wendi Ramsay, President

something or else you would
have made your resolution
sooner and achieved your
goals sooner. So, something
must be preventing you from
your success. If you’re going
to be successful you will need
to address the elephant in the
room.
Have you taken the first step
to setting a goal and achieving
them? First, you need to declare your goal. Share it with
as many folks you know. Your
support network will be your
best bet to succeeding. By
keeping your goal to yourself,
the easier it is to say, “Ok next
year”. Shout your goal from
the mountain top. It will help
you be successful.
So, what does this have to
do with taxes and the NATP?
Well my goal is to make it
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through the 2015 tax season while spending a little
more time with my family.
I’ve shared my goals with my
family and staff and with their
help, I’m counting on success.
I hope your 2015 tax season
goes well and your resolutions
are successful.
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New Laws ‘15: How Does an Extra $930 Sound?
Tom Kacich,
Champaign News Gazette

SPRINGFIELD — The new
law that will create the biggest
change for most Illinoisans on
Thursday isn’t exactly new.
It’s a rollback in the temporary state income tax rates for
individuals and corporations
enacted in January 2011. Beginning Thursday, individual
tax rates will drop from 5 percent to 3.75 percent. (They’re
supposed to drop to 3.25 percent in another 10 years).
The Jan. 1 individual income tax change will mean an
extra $930 a year in income
for a typical family of four in
Illinois, according to the state
Department of Revenue.
Corporate tax rates also will
drop from the current 7 percent
to 5.25 percent on Thursday.
The tax changes mean the
loss of an estimated $2.1 billion in revenue to the state
in the current fiscal year and
about $4 billion for the following fiscal year. All of which
begs the question whether
that extra $930 in income for
the typical family will still be
around at the end of 2015.
“All eyes are going to be on
(Gov. Bruce) Rauner’s budget address,” said state Sen.
Chapin Rose, R-Mahomet.
It’s too soon to say what will
happen to taxes and the state
budget in 2015, said Sen. Ja-

son Barickman, R-Bloomington, but another tax increase
can’t be ruled out.
“I think next year there has
to be some give and take with
regard to cuts to the budget
coupled with revenue enhancements, which at this
point who knows what those
proposals will even be,” Barickman said. “That’s going to
happen immediately. Rauner
hasn’t even taken office, and
it’s already an urgent issue for
the many people who rely on
those state dollars and recognize that there’s not going to
be enough of them. As they
look to 2015, there’s a strong
belief that this current year’s

budget is going to create a disastrous situation for schools,
human service providers and
others.
“The timing of all of this is
at play. Rauner takes office
in January and gives a budget address in February for
a budget that is supposed to
begin in July. But the reality is
we can’t wait. Rauner has to
address some short-term fix,
coupled with the plan for next
year’s budget along with what
I hope is a longer-term plan
that I hope shows the public
that there’s a light at the end
of the tunnel.”
Rep. Chad Hays, R-Catlin,
said the budget adopted by

lawmakers last spring was
“pretty disingenuous,” and it
“creates a very interesting dynamic for the new governor
and the new Legislature on
day one, as to what is the approach going to be.”
The tax issue “looms very,
very large because just the
day-to-day functioning of government in Illinois” is in question, Hays said.
“I think it’s highly likely
you’ll see the new governor, either in his state of the
state address (scheduled for
Feb. 4) or his budget address
(scheduled for Feb. 18), probably suggest that ‘I knew this
financial situation was bad,
but it’s even worse than I anticipated,’” Hays said. “I suspect that’s the kind of speech
you’re going to get, and then
it’s going to become very, very
interesting what approach the
new governor takes.
“Will he try to cobble something together that gets the
state to the end of this fiscal
year, and then he starts on his
new program? Or will it just
be, ‘This is the new order and
the new reality is that we don’t
have the money, and here are
the state’s priorities, and this is
what we’re going to fund.’
“I think it could go either
way.”
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The Stealth Tax on Retiree Income
Scott Burns
scott@scottburns.
com
Older readers
start grinding their
teeth when they get their taxes
done. This year is no different. The grinding starts when
retirees discover that their tax
bills are a lot higher than they
thought they would be.
How can this happen? Simple. When Social Security was
created, one of the fundamental promises was that benefits
would never be taxed.
But that was then. Some
retirees have been paying
taxes on their benefits since
1984. That was when both
parties, in a rare display of bipartisan agreement, voted to
begin taxing Social Security
benefits.
Two household names that
voted for the bill are still in office: Vice President Joe Biden
and Sen. John McCain. Both
of them claim to support middle-class Americans.
Few retirees protested
back then. The reason for
that is simple, too. The formula for the taxation of benefits is not indexed for inflation. So it acts as a stealth
tax, rising as the dollar loses
value. While only 3 percent
of retirees were expected to
pay any taxes back then, inflation has caused more than
30 percent of retirees to pay
higher taxes today.
More will pay tomorrow,
so it’s a genuine multigenerational hosing.
The odd thing is that while
both parties can get really
pious about their desire to
strengthen the middle class,
the reality is different.
The taxation of Social Security benefits is entirely a tax
on middle-class people who
happen to be retirees. Efforts
to repeal the tax have been defeated year after year. Indeed,

the tax was increased during
the Clinton administration.
Don’t believe this is a middleincome tax? Well, hang in
while we do some tax calculations with TurboTax.
So let’s see how a tax bill
changes by comparing taxes
for normal taxable income,
such as pensions, retirement
account distributions and interest. Then we’ll see what
happens when Social Security
benefits are added.
According to the Social
Security website, the average
benefits received by a retired
worker and his nonworking
spouse now total $23,343 a
year.
Here is how the tax bills
compare:
At an income of $18,000,
our couple pays no taxes,
with or without the addition
of $23,343 in Social Security
benefits.
Increase other income to
$24,000 for our couple, and
their tax bill would be only $86.
But when Social Security benefits are added, the bill rises to
$343. It’s a big increase, but
it’s still a small amount.
If other income increases
by another $6,000 to $30,000,
their tax bill would be $763.
But when Social Security benefits are added, the bill rises to
$1,265, an increase of 66 per-

cent.
Add another $6,000, so other income is $36,000, and their
tax bill would be $1,387. When
Social Security benefits are
added, the bill rises to $2,561,
an increase of 85 percent.
If other income increases
another $6,000 to $42,000,
their tax bill would be $2,088.
Including Social Security would
increase the bill to $4,256, an
increase of 104 percent.
Add still another $6,000, so
their other income is $48,000,
and their tax bill, without considering Social Security benefits, would be $3,004. But
when benefits are added, it
goes up to $5,951, a 98 percent increase.
Finally, if we add yet another $6,000, making their
other income $54,000, their
tax bill excluding Social Security benefits would be $3,920.
It would rise by $3,023 to
$6,943 when benefits are
considered, an increase of
77 percent. The increase is
smaller for this amount because all the Social Security
benefits that can be taxed
have been taxed.
What’s important here is the
total income being considered.
We’re talking about a cash income range from $41,343 to
$77,343 a year. We’re not talking about fat cats or the 1 percent.

Yet Democrats and Republicans both voted to nearly
double the tax burden of this
group. And they have stood by
that vote, year after year, defeating attempts to repeal the
tax.
The fastest way to improve the income and security of middle-income retirees
would be to eliminate this
tax. So I have a suggestion.
Next time someone running
for national office wants to
strengthen the middle class,
ask what the candidate’s
position is on HR 3894, the
Senior Citizens Tax Elimination Act and the latest effort
to repeal this nasty tax.
Title: Senior Citizens
Elimination Act

Tax

Introduced: Jan 16, 2014
(113th Congress)

Sponsor: Sponsor Thomas

Massie - Representative for
Kentucky’s 4th congressional
district
Party: Republican
Status: Referred to Committee - Referred to the House
Committee on Ways and
Means.
Summary: Senior Citizens
Tax Elimination Act - Amends
the Internal Revenue Code
to repeal the inclusion of any
social security or tier I railroad
retirement benefits in gross
income. Appropriates funds
to cover reductions in transfers to the Social Security
and Railroad Retirement Trust
Funds resulting from the enactment of this Act. Expresses the sense of Congress
against using tax increases to
provide revenue necessary to
carry out this Act.

page 4

• February, 2015 The Illinois Chapter of National Association of Tax Professionals

Boost Business by Raising Minimum Wage
By Chris Sommers,
Guest Commentary
As a restaurant owner operating in four states and looking
to expand, I’m happy to see
the minimum wage going up
in 21 states to kick off the new
year. I’d like to see the federal
minimum wage increase as
well to benefit business and
our economy nationwide.
Last spring, my business
partner, Frank Uible, and I
raised the minimum wage in
our restaurants to $10.10. And
we did it without raising prices.
Business owners don’t create more jobs when they have
more money in their own pockets thanks to low wages. We
create more jobs when other
people have more money in
their pockets to spend at our

businesses.
More working Americans
walking around with money to
spend is what fuels this economy and creates more consumer demand.
Some business owners who
haven’t run the numbers like
us will say they can’t afford a
wage increase. I’m here to tell
them they can.
Too many people forget
that the lower the wage, the
higher the employee turnover,
which costs businesses time
and money in recruiting and
training new workers. Eliminating just a portion of these
expenses pays for increased
minimum wages.
It’s time for lawmakers to
listen to the majority of business owners who believe

a minimum wage increase
makes good business sense.
We need Congress to raise the
federal minimum wage for the
good of our whole economy.

Chris Sommers is co-founder of Pi Pizzerias and Gringo
Mexican Restaurant based in
St. Louis, Missouri.

Scott Burns: Social Security tax unfair
Scott Burns
Last
week,
a retired reader
wrote about discovering he was
in a higher tax
bracket than he
expected to be.
He isn’t alone. An entire
generation of middle-income
savers has been hoodwinked
by federal tax policy in a true
“give with one hand, take with
the other” gesture. If you are
retired and reading this, there’s
a big chance you are one of
them. Here’s how it happened.
Congress voted, in 1983, to
start taxing Social Security
benefits. The formula for taxation was written in such a way
that few retirees would be affected in 1984. But the provision wasn’t indexed for inflation. So more retirees pay the
tax every year.
They aren’t fat cats. As I
demonstrated last week, the
taxation of Social Security
benefits is strictly a middleclass tax. It can nearly double

a tax bill for total incomes well
under $100,000.
During the same period,
workers were encouraged to
participate in defined contribution retirement plans and Individual Retirement Accounts.
The idea was that you could
reduce your tax bill while working, enjoy tax-deferred growth
and pay taxes at a much lower
rate when retired.
But taxes are complicated.
And the slow escalation of the
tax on Social Security benefits
was neither mentioned nor
considered.
To have useful information, we have to watch what

economists call our marginal
tax rate. That’s the tax rate we
pay on our highest dollar of income. If you can earn an additional $1,000 and it is taxed at
10 percent, you’ll be a lot more
eager than if you earn an additional $1,000 and it is taxed
at 40 percent. And if your next
$1,000 of income is taxed at
100 percent, well, you might
not show up for work at all.
That, of course, assumes you
have a choice.
So, let’s see what the marginal tax rate is for the retired
couple with average Social
Security benefits that I examined last week. If we add the

average Social Security worker’s retiree benefit and the related spousal benefit, we know
that a typical retirement starts
with a Social Security income
of $23,343. (Yes, benefits can
be higher, or lower. But when
the Social Security Administration cuts the checks, this is a
typical amount for a couple.)
If you have no other income, that $23,343 will be
tax-free. In fact, you can have
other income of $18,000 and
still have no income tax to pay.
The trouble starts with more
income. Here are the figures:
An additional $6,000 (total
other income $24,000) creates a federal income tax bill
of $343. This implies a marginal tax rate of 5.7 percent
($343/$6,000). That isn’t much
to complain about.
Another $6,000 (total other
income $30,000) increases the
tax bill from $343 to $1,265, an
increase of $922. This implies
a marginal tax rate of 15.4 perContinued on Page 5
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$65,343, yet they pay taxes
According to the most reat a 28.2 percent rate on the cent Trustees Report, the tax
last $6,000. Meanwhile, a non- now provides only 3.2 percent
retired couple needs a taxable of total revenue. It will rise to
at no more than 15 percent.
income more than $146,400 to only 4.8 percent by 2022. So
But wait, it gets worse.
pay taxes at a 28 percent rate. the tax is a small benefit for
Add another $6,000, bring- Does that strike you as rea- Social Security, but a big buring the total income from all sonable tax policy?
den for retirees.
sources to $65,343, and the tax
Me neither. It strikes me as
SCOTT BURNS is a princibill increases from $2,561 to a punitive tax for middle-class pal of Plano-based investment
$4,256, an increase of $1,695. savers who are retired.
firm AssetBuilder Inc. His e-mail
That’s a marginal tax on the
But what about another pos- address is scott@scottburns.
last $6,000 of 28.2 percent.
sibility? Could the revenue from com.
Let’s try to get our heads the tax help Social Security rearound this. This retired main solvent? Answer: No way.
couple has a total income of

TAX UNFAIR
Continued from pg. 6

cent. Again, not much to complain about.
But add $6,000 more (total
other income $36,000) and
the tax bill rises to $2,561, an
increase of $1,296. That’s a
marginal tax rate of 21.6 percent on the added $6,000.
The total income involved is
$59,343, and our tax law says
that taxable income on a joint
return up to $72,501 is taxed

Our Country’s ‘Kodak Moment’
By Andrew Wilk
The News-Gazette
One of the quickest ways
for a business to fail is to ignore change. The most recent
— and dramatic — example of
this was the recent bankruptcy
of Eastman Kodak, a company
once so completely ensconced
in America’s consciousness
that it was synonymous with
the photographic image.
And now it has slid into oblivion, a mere shell of its former
self.
It’s not all that different for
governments. Watching our
nation’s leaders attempt to legislate fixes to our many problems — most of which have
been either caused or exacerbated by previous government actions — is like watching dogs chasing a car down a
street: there is a lot of yelping,
barking, and growling to no
great effect.
Meanwhile, we are still
drowning in red ink, good jobs
with decent wages are not
easy to find, and the default
solution to every pressing issue seems to be a new bureaucracy.
Perhaps it is best to finally
leave behind the idea that
government can be our daddy, mommy, rich uncle, and
BFF (Best Friend Forever).
Entrenched and privileged

bureaucracies, their public
relations protestations to the
contrary notwithstanding, consider the needs of the average
citizen to be a petty irritant,
and their walls of rules, regulations, and secrecy are set up
to protect the bureaucrats instead of the citizens they are
supposed to serve — as anyone who has ever pleaded for
their rights or the rights of their
child to be protected can readily attest.
We can do better, but it will
require us to be pests to those
in power by asking inconvenient questions and refusing
to accept the received wisdom
of those now in charge. If we
instead stand tall, straighten
our shoulders, and start insisting that we can make better
decisions about how to live
our lives than someone who
wrote their dissertation about
how foolish and helpless we
are, we cannot be doing any
worse than we are right now
— broke, confused and angry.
The “Kodak Moments” of the
past, those daily efforts to
remember the best of ourselves so that they might help
to guide our lives and values,
were ingrained in our national
character, and they provided a
daily document of our families,
communities and nation. What,
however, would we want to remember about today? Perva-

sive government surveillance?
The sad bankruptcy of Detroit?
The meat grinder of unending
warfare in the Middle East and
elsewhere? Record low approvals of virtually every facet
of our democratic process?
“Too big to fail”? “Too big to
jail”? Government shutdowns?
Or will the true record of our
age be the billions of selfies
we snap on our phones, the
photographic evidence of our
narcissism and insularity? Do
we want these to be our nation’s “Kodak Moment”, a record of our singular obsession
with celebrating ourselves?
Although every age can lay
claim to its fair share of woe,
rarely has so much of it been
our own fault as during this period in our nation’s history.
We can’t blame complete
strangers and outside enemies anymore for our debt and
dysfunction, so rather than
continuing to believe there is
some magical government
program that will allow us to
avoid the consequences of our
profligacy,
self-involvement,
and failures to take ownership of our own lives, it might
be better to resolve to stop
taking selfies and look toward
one another so we can create a new national album of
shared purpose and respect
that will contrast with the last
half century of selfishness and

self-righteousness that has
accelerated our descent into
animosities riven by race, religion, and region.
Solutions to most of our
problems are dependent on
our own efforts — not some
policy paper written in a think
tank run by those who firmly
believe we are too stupid to
manage our own lives. We can
— and must — both embrace
and control the changes we
want in our lives; if we do not,
our national photo album will
be one we will not want to see.
The fault, to expansively (and
perhaps wrongly) paraphrase
Shakespeare, is not that we
have yet to devise the correct
mix of expensive and inefficient government programs
necessary to create our illusive utopia — the fault is in our
passive wish to have someone
else solve our most urgent and
perplexing problems for us
without our involvement and
effort.
Until we resolve that we are
the true experts at managing
our affairs and running our nation, we deserve nothing better than the bloated and unresponsive government we have
today.
Andrew Wilk is an educator
and writer who lives and works
in Champaign-Urbana. His
email is amwilk01@comcast.
net.
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Wealth Gap: A Guide To What It Is And Why It Matters
Christopher S. Rugaber
WASHINGTON (AP) —
From the White House to the
Vatican to the business elite in
Davos, Switzerland, one issue
keeps seizing the agenda: the
growing gap between the very
wealthy and everyone else.
It’s “the defining challenge
of our time,” says President
Barack Obama, who will spotlight the issue in his State of
the Union address Tuesday
night. A Gallup poll finds twothirds of Americans are unhappy with the nation’s distribution
of wealth. Experts say it may
be slowing the economy.
Why has the issue suddenly galvanized attention? Here
are questions and answers
about the wealth gap — what
it is and why it matters.
Q. Hasn’t there always been
a wide gulf between the richest people and the poorest?
A. Yes. What’s new is the widening gap between the wealthiest and everyone else. Three
decades ago, Americans’ income tended to grow at roughly similar rates, no matter how
much you made. But since
roughly 1980, income has
grown most for the top earners. For the poorest 20 percent of families, it’s dropped.
Incomes for the highest-earning 1 percent of Americans
soared 31 percent from 2009
through 2012, after adjusting
for inflation, according to data
compiled by Emmanuel Saez,
an economist at University of
California, Berkeley. For the
rest of us, it inched up an average of 0.4 percent. In 17 of 22
developed countries, income
disparity widened in the past
two decades, according to the
Organization for Economic Cooperation and Development.
Q. So who are the top 1 percent in income?
A. They’re bankers, lawyers,
hedge fund managers, found-

ers of successful companies,
entertainers, senior managers
and others. One trend: Corporate executives, doctors,
and farmers made up smaller
shares of the top 1 percent in
2005 than in 1979. By contrast,
the proportion of the wealthiest
who work in the financial and
real estate industries has doubled. The top 1 percent earned
at least $394,000 in 2012.
Through most of the postWorld War II era, the top 1 percent earned about 10 percent
of all income. By 2007, that
figure had jumped to 23.5 percent, the most since 1928. As
of 2012, it was 22.5 percent.
Q. How has the middle class
fared?
A. Not well. Median household income peaked in 1999
at $56,080, adjusted for inflation. It fell to $51,017 by 2012.
The percentage of American
households with income within 50 percent of the median
— one way of measuring the
middle class — fell from 50
percent in 1970 to 42 percent
in 2010.
Q. Does it matter if some
people are much richer than
others?
A. Most economists say some
inequality is needed to reward
hard work, talent and innovation. But a wealth gap that’s
too wide is usually unhealthy. It
can slow economic growth, in
part because richer Americans
save more of their income than
do others. Pay concentrated
at the top is less likely to be
spent.
It can also trigger reckless
borrowing. Before the 2008
financial crisis, middle class
households struggled to keep
up their spending even as their
pay stagnated. To do so, they
piled up debt. Swelling debt
helped inflate the housing
bubble and ignite the financial crisis. Experts note that
the Great Depression and the

Great Recession were both
preceded by surging income
gaps and heedless borrowing
by middle class Americans.
Q. Has it become harder for
someone born poor to become rich?
A. The evidence is mixed.
Countries that have more
equal income distributions,
such as Sweden and other
Scandinavian countries, tend
to enjoy more social mobility.
But a study released last week
found that the United States
isn’t any less mobile than it
was in the 1970s. A child born
in the poorest 20 percent of
families in 1986 had a 9 percent chance of reaching the
top 20 percent as an adult,
the study found — roughly the
same odds as in 1971.
Other research has shown
that the United States isn’t
as socially mobile as once
thought. In a study of 22 countries, economist Miles Corak of
the University of Ottawa found
that the United States ranked
15th in social mobility. Only
Italy and the Britain among
wealthy countries ranked lower.
By some measures, children in
the United States are as likely
to inherit their parents’ economic status as their height.
Q. So why has income inequality worsened?
A. There’s no simple answer.
Globalization has created “superstars” and concentrated
pay among corporate executives, Wall Street traders, pop-

ular entertainers and other financial elite. At the same time,
factory workers now compete
with 3 billion people in China,
India, eastern Europe and
elsewhere who weren’t working for multinational corporations 20 years ago. Many now
make products for Apple, Intel,
General Motors and others at
low wages. This has depressed
middle-class pay. And pay has
risen much faster for college
graduates than for high-school
graduates. These trends have
contributed to a “hollowed out”
labor market, with more jobs at
the higher and lower ends of
the pay scale and fewer in the
middle.
Social factors contribute,
too. Single-parent families are
more likely to be poor than other families and less likely to ascend the income ladder. Finally,
men and women with college
degrees and high pay are more
likely to marry each other and
amplify income gaps.
Q. Does wealth distribution
follow a similar pattern?
A. It’s even more pronounced.
A Pew Research Center study
found that the wealthiest 7
percent of households grew
28 percent richer from 2009
through 2011. For the bottom
93 percent, collective wealth
fell 4 percent. That’s largely
because wealthy households
own far more stocks and other
financial assets than others.
Continued on Page 7
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WEALTH GAP

Idiotic (But Real) Travel Complaints

Continued from pg. 6

By contrast, whatever wealth
middle-class Americans have
is mainly in their home equity.
Since the Great Recession
ended, stock-market averages
have soared, setting records in
2013. Home values, though,
remain far below their peaks
reached in 2006. That divergence has benefited the richest and left others struggling.
Q. Where do the 1 percent
live?
A. Investor Warren Buffett famously lives in Omaha, Neb.
Les Wexner, whose fashion
empire includes Victoria’s
Secret, is an Ohioan. But the
wealthy mainly cluster around
the largest cities. Of the 515
U.S. billionaires, 96 live around
New York City, according to the
intelligence firm Wealth-X. Los
Angeles is home to 22, Chicago 21, San Francisco 20,
Houston 14. Millionaires are
more widely dispersed. Maryland has the highest concentration. Of all its households,
7.7 percent have $1 million or
more in financial assets. New
Jersey, Connecticut, Hawaii
and Alaska have the next-highest concentrations, according
to a report from Phoenix Marketing International.
Q. Has the Obama administration made progress in
narrowing the wealth gap?
A. No. By most measures,
it’s worsened in the past seven years. President Barack
Obama managed last year to
restore higher tax rates on incomes above $398,350. And
he’s pushed other steps that
might narrow the gap slightly,
such as a higher minimum
wage. But congressional Republicans have resisted most
such measures.
Q. Is everyone concerned
about the wealth gap?
A. Some conservative economists question much of the

data. They note, for example,
that Saez’s figures don’t include government benefits,
such as Social Security or food
stamps, or employer payments
for health insurance, that benefit the less-than-rich. Yet the
Congressional Budget Office
did include government benefits and the effect of taxes in its
own study and still found a sizable gap: For the top 1 percent,
income jumped 275 percent,
A vacation is supposed to be your time away from the crazy.
adjusted for inflation, from 1979
Remind me never to travel to any of the same vacation spots
to 2007. For the middle 60 perthese people have booked. I’ll take that upgrade and trade you a
cent of Americans, it grew less
bus tour of “OH MY GOD THESE PEOPLE ARE NUTS!”
than 40 percent.
These are actual complaints received from dissatisfied customers by Thomas Cook Vacations (based on a Thomas Cook/
Q. So what do experts say
ABTA survey):
is the best way to shrink the
wealth gap?
4. “We booked an excursion to a water park but no-one told us
A. Most ideas break down along
we had to bring our own swimsuits and towels. We assumed it
political lines. Liberal econowould be included in the price.”
mists tend to support a higher
minimum wage, greater ac6. “We found the sand was not like the sand in the brochure. Your
cess to pre-school and college
brochure shows the sand as white but it was more yellow.”
education and more spending
on roads, bridges and other
7. “They should not allow topless sunbathing on the beach. It
infrastructure to help generate
was very distracting for my husband who just wanted to relax.”
good-paying jobs. Most favor
higher taxes on the wealthy to
8. “No one told us there would be fish in the water. The children
pay for such programs.
were scared.”
Conservatives tend to back
tax cuts, government deregu9. “Although the brochure said that there was a fully equipped
lation and other steps they
kitchen, there was no egg-slicer in the drawers.”
say will accelerate hiring and
growth and raise living stan10. “We went on holiday to Spain and had a problem with the taxi
dards for everyone. They tend
drivers as they were all Spanish.”
to focus on the need to advance income mobility.
13. “I compared the size of our one-bedroom suite to our friends’
In a speech this month,
three-bedroom and ours was significantly smaller.”
Florida Republican Sen. Marco
Rubio acknowledged the enor15. “There were too many Spanish people there. The receptionist
mous pay disparity between a
spoke Spanish, the food was Spanish. No one told us that there
fast food company’s cashier
would be so many foreigners.”
and its CEO.
“The problem we face is not
16. “We had to line up outside to catch the boat and there was
simply the gap in pay between
no air-conditioning.”
them, but rather that too many
of those cashiers are stuck in
18. “I was bitten by a mosquito. The brochure did not mention
the same job for years on end,”
mosquitoes.”
Rubio said.
___
19. “My fiance and I requested twin-beds when we booked, but
AP Business Writers Paul
instead we were placed in a room with a king bed. We now hold
Wiseman in Washington and
you responsible and want to be re-reimbursed for the fact that I
Bernard Condon in New York
became pregnant. This would not have happened if you had put
contributed to this report.
us in the room that we booked.”
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April 15 Not Much of a Deadline
By STEPHEN OHLEMACHER

WASHINGTON (AP) —
The calendar shows April 15,
and you haven’t even started
on your federal tax return?
Chances are, you don’t need
to fret.
If you’re due a refund —
and about three-fourths of filers get refunds — April 15 isn’t
much of a deadline at all.
The Internal Revenue Service doesn’t like to talk about
it, but penalties for filing late
federal tax returns apply only
to people who owe money.
The penalty is a percentage
of what you owe. If you owe
nothing, 5 percent of nothing is
...nothing!
But it doesn’t make much
sense to file late. If you are
owed a refund, why wouldn’t
you want it as soon as possible? And if you have unpaid
taxes, the late fees add up
quickly.
“Most people with refunds
are filing early in January,
February and March because
they’d like the refund early,”
IRS
Commissioner
John
Koskinen said. “So we don’t
see an incentive and we don’t
see much experience of people waiting later for us to keep
the money longer.”
The failure-to-file penalty is
generally 5 percent of your unpaid tax bill for every month, or

The Illinois Dept. of Revenue has a service office in Des
Plaines. It is primarily devoted
to sales tax, but they answer
the phone and return calls
fairly promptly, are knowledgeable, and are willing to discuss
other IDOR matters as well.
Their phone number is 847294-4200.

part of a month, you are late.
It kicks in on April 16. In general, the maximum penalty is
25 percent of your original tax
bill.
There also is a penalty for
failing to pay your tax bill, separate from the penalty for failing to file at all, but it’s much
smaller. That’s because the
IRS wants you to file a return
even if you don’t have enough
money to pay what you owe.
The failure-to-pay penalty
is 0.5 percent of your unpaid
taxes for every month, or part
of a month, you don’t pay.
About 12 million taxpayers
are expected to request extensions, giving them an additional six month to file their
returns, according to the IRS.
However, these taxpayers still
must pay at least 90 percent

of their tax bill by Tuesday to
avoid the failure-to-pay penalty.
What if you wait years to file
your tax return?
If you’re really late, the IRS
will take your refund after three

years, turning it over to the
Treasury.
Last month, the IRS said
it had $760 million waiting to
be claimed by an estimated
918,600 taxpayers who did not
file returns for 2010.
Some of these people
weren’t required to file returns
because they didn’t make
enough money. But they still
may have had taxes withheld
from their pay. The 2010 returns were due on April 15,
2011, so those taxpayers have
until Tuesday to claim their refunds.
As part of the agency’s effort to encourage these taxpayers to come forward, the
IRS reassured in its news release: “There is no penalty for
filing a late return qualifying for
a refund.”

The IRS expected to receive about 35 million returns in the
last week before the deadline. Most come with payments instead of refund requests.
Some other numbers, through April 4:
• Individual returns filed: 99.9 million.
• Refunds issued: 78.8 million.
• Share of taxpayers getting refunds: 79 percent.
• Total amount of refunds: $220 billion.
• Average refund: $2,792.
• Where’s my refund? Visits to IRS.gov: 236 million.
• The rise of computers: 90 percent of returns have been filed
electronically.
• Not bothered by tax forms: 58 percent of Americans say it is
very easy or somewhat easy to complete a federal return,
according to an Associated Press-GfK poll.
• But some people are bothered: 11 percent say it is very hard
to complete a federal return.
• These people are really bothered: 7 percent say they would
be willing to pay more in federal taxes if filing were easier.
___
Who pays federal taxes?
Last year, the federal government collected $2.8 trillion in taxes and fees. Here is where the money came from:
• Individual income tax: 47 percent.
• Payroll taxes: 32 percent.
• Corporate income tax: 10 percent.
• Excise taxes: 3 percent.
• Unemployment insurance: 2 percent
• Estate and gift taxes: 1 percent.
• Customs duties: 1 percent.
• Miscellaneous: 4 percent.
Sources: IRS, AP-GfK Poll conducted March 20-24, Treasury report on budget year 2013.
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Affordable Care Act Creates a Trickier Tax Season
By Stephanie Armour and
Louise Radnofsky
Wall Street Journal

The first year of the Affordable Care Act is in the books,
and now comes a tricky tax-filing
season for millions of Americans.
The law’s requirement
that most Americans carry
health insurance means all filers must indicate on federal
tax forms whether they had
coverage last year and got
tax credits to help pay for it.
Those who didn’t have coverage could face a fine, although
reduced staffing at the Internal
Revenue Service and certain
changes to the law mean the
so-called individual mandate is
expected to be lightly enforced
this year, tax preparers say.
Meanwhile, millions of
Americans who got subsidies
under the law may find they
are getting smaller-than-expected refunds or owe the IRS
because credits they received
to offset their insurance premiums were too large. As many
as half of the roughly 6.8 million Americans who got subsidies may have to refund money to the government, based
on one estimate by tax firm
H&R Block Inc.
“The ACA is going to result
in more confusion for existing
clients and many taxpayers
may well be very disappointed by getting less money and
possibly even owing money,”
said Charles McCabe, president of Peoples Income Tax
and the Income Tax School,
a Richmond, Va., provider of
tax preparation and education.
“The whole implementation of
Obamacare will be frustrating
for tax preparers.”
What if you didn’t have
health insurance in 2014?
But the season could be a
lucrative one for tax firms. Liberty Tax Service, a tax-preparation franchise, began calling
hundreds of thousands of customers in November to invite
them to a store to get help ap-

plying for an exemption to the
insurance-coverage requirement. About half of the company’s 4,000 stores opened
weeks ahead of their usual
start date to provide health-law
tax advice.
The IRS also is expecting more calls from consumers at a time when congressional funding for the agency
has dropped nearly $1 billion
since fiscal 2010, and its workforce has 13,000 fewer full-time
employees than it did in 2010.
Congressional
Republicans
opposed to the health law have
said limiting the IRS’s budget is
one way to slow the law’s implementation, including in last
month’s budget agreement for
the remainder of fiscal 2015.
IRS Commissioner John
Koskinen, in a November
speech, said his agency’s reduced funding would hamper
its ability “to provide the level
of taxpayer services that the
public has a right to expect.”
To help avert problems, federal agencies including the IRS
and the Centers for Medicare
and Medicaid Services in January will reach out to consumers via phone calls, text messages and emails to tell them
what to expect during the tax
season. IRS officials are urging consumers to file electronically for a quicker return.
The original 2010 health
law had more mechanisms to
enforce the insurance-coverage requirement. It required
employers to supply the agency with the names of about
150 million Americans who got
coverage through their job.
But the Obama administration in 2013 delayed that reporting requirement. It also widened
the list of reasons a person
could avoid paying the penalty
if he skipped insurance coverage, exempting certain people
whose insurance plans were
canceled because of the law.
This year, the IRS said it
is entrusting consumers to
answer honestly if they had

health insurance or need to
pay a penalty. While the agency said it won’t reject returns if
questions about health coverage aren’t answered, it said
consumers who don’t answer
affirmatively that they had
coverage will be expected to
have an exemption or request
one, or to calculate the penalty
they owe. The fine for not having coverage starts at $95 and
ranges up to 1% of household
income, which would be added
to 2014 tax liability.
Some makers of tax-filing
software, including Intuit Inc.’s
TurboTax, say they have set up
their systems to reject incomplete forms. But tax preparers
say there is little to stop a filer
from asserting they have coverage, thereby avoiding any
penalty, even if they were uninsured. IRS officials note the
tax system for years has been
built on voluntary compliance,
and the agency said it could
use its regular enforcement
tools, such as asking for more
documentation or auditing.
“As always, taxpayers are
responsible for the accuracy of
the information on the tax returns that they sign,” said Anthony Burke, an IRS spokesman. He added that “the vast
majority of filers will have had
coverage for the full year and
will simply need to check a box
to indicate that.”
The IRS also said it would
allow taxpayers who have
applied for—but not yet received—exemptions
from
the individual mandate to put
“pending” on their forms so

they don’t have to delay filing
and obtaining their refund.
In addition to determining who
has to pay a penalty, the accuracy of tax credits is likely
to pose challenges. Because
people often incorrectly estimate their future income, many
Americans may have gotten
subsidies—based on their own
projections of 2014 income—
that were too generous.
Tax credits for people eligible to use the health law’s
exchanges would, on average, be too high by $208 if
they were based on the applicants’ most recent tax returns,
according to modeling by
Vanderbilt University assistant
professor John Graves. The
IRS said some filers got subsidies that were too small and
will get larger refunds.
When the health law was
passed, the amount of money
that could be taken back from
lower-income people who
overestimated their incomes
was capped at $250 for a
single person and $400 for a
household. Those caps were
significantly raised in an effort to fund Medicare physician
payments in late 2010, to as
much as $2,500 for a family at
the upper end of the incomeeligibility range. They were
tweaked again in 2011 as part
of a tax change to the health
law’s 1099 reporting forms that
required more people to reimburse overpayments in full.
Write to Stephanie Armour
at stephanie.armour@wsj.com
and Louise Radnofsky at louise.radnofsky@wsj.com
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Millions, Billions and Trillions
How Can We Think About Really Large Numbers?
By Courtney Taylor
- Statistics Expert
The Piraha Tribe
is a group living in the jungles
of South America. They are
well known because they do
not have a way to count past
two. Studies have shown that
tribe members cannot tell the
difference between a pile of
eight rocks and twelve rocks.
They have no number words
to distinguish between these
two numbers. Anything more
than two is a “big” number.
Most of us are similar to
the Pirahas. Sure we may be
able to count past twelve, but
there comes a point where we
lose our grasp of numbers.
When the numbers get big
enough, intuition is gone and
all we can say is that a number is “really big.” The words
“million” and “billion” differ by
only one letter, yet that letter
means that one of the words
signifies something that is a
thousand times larger than
the other.
Do we really know how big
these numbers are? The trick
to thinking about large numbers is to relate them to something that is meaningful. How
big is a trillion? Unless we’ve
thought of some concrete
ways to picture this number in
relation to a billion, all that we
can say is, “A billion is big and
a trillion is even bigger.”
Millions
First consider a million:
One million is a thousand
thousands.
One million is a 1 with six
zeros after it, denoted by
1,000,000.
One million seconds is about
11 and a half days.
One
million
pennies
stacked on top of each other
would make a tower nearly a

mile high.
If you earn $45,000 a year,
it would take 22 years to
amass a fortune of one million
dollars.
One million ants would
weigh a little over six pounds.
One million dollars divided
evenly among the U.S. population would mean everyone
in the United States would
receive about one third of one
cent.
Billions
Next up is one billion:
One billion is a thousand
millions.
One billion is a 1 with nine
zeros after it, denoted by
1,000,000,000.
One billion seconds is about
31 and a half years.
One billion pennies stacked
on top of each other would
make a tower almost 870 miles
high.

If you earn $45,000 a year,
it would take 22,000 years to
amass a fortune of one billion
dollars.
One billion ants would
weight over 3 tons - a little less
than the weight of an elephant.
One billion dollars divided
equally among the U.S. population would mean that everyone in the United States would
receive about $3.33
Trillions
After this is a trillion:
One trillion is a thousand
billions, or equivalently a million millions.
It is a 1 with twelve zeros after it, denoted by
1,000,000,000,000.
One trillion seconds is over
31 thousand years.
One trillion pennies stacked
on top of each other would
make a tower about 870,000
miles high - the same distance

obtained by going to the moon,
back to earth, then to the moon
again.
One trillion ants would
weigh over 3000 tons.
One trillion dollars divided
evenly among the U.S. population would mean that everyone in the United States would
receive a little over $3000.
What’s Next?
Numbers higher than a
trillion are not talked about
as frequently, but there are
names for these numbers.
More important than the
names is knowing how to think
about large numbers. To be a
well informed member of society, we really should be able
to know how big numbers like
a billion and trillion really are.
Have fun coming up with your
own concrete ways to talk
about the magnitude of these
numbers.
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Our National Conference is
energizing! Rejuvenate your
focus and determination. Find
new ideas to implement, build
your practice and expand your
knowledge while learning from
the industry’s best instructors.
Reconnect with old friends and
make new ones.
Join us July 20-23 at the Hilton New Orleans Riverside—
the center of all the action! Just
outside the doors of the hotel,
the French Quarter awaits you
with world class dining, rich
history, vibrant art and music.
See more information at:
www.natptax.com
under Events & Education

National Conference offers sessions for all levels of
tax professionals and are designed to help you build the
skills and knowledge that you
need.
Participation in NATP educational programs does not
require any advanced preparation unless stated.

Current Developments – Business

Planned Educational Topics

Ethical Considerations for the
Preparer of Schedule C Returns
with EIC

Affordable Care Act – Businesses
Affordable Care Act – Individuals
Avoiding Retirement Plan Distribution Disasters
Client Interview – What are we not
asking, and what can it cost us?

Current Developments – Individuals
CYA! – Tax Office Compliance
Divorce and Taxes – Two Parts
EIC: Inside & Out
Employee, Subcontractor and More
Entities – A Comprehensive Comparison

Form 709: If I Don’t Have to Pay
Any Tax, Why do I Have to File a
Form?

Roth Conversion Rules and Strategies

Helping Clients Avoid Risk Related to Household Employment

Smooth Transition of a Business –
Sale/Gift/Death

Installment Agreements & Offer in
Compromise

Social Security – Advanced

Intermediate Audits
Introduction to Nonqualified Use
of a Personal Residence
Introduction to Tax Deferred Exchanges

Ethics: What Would You Do? –
New Season Premiere!

Making the Most of Education Tax
Credits

Expatriation Tax

NOLs – Is Your Software Calculating Them Correctly?

FBAR vs. Form 8938

Closing a Corporation - Final
1120/1120S

Form 1041 – Putting the Information on the Return

COD - After Insolvency

Form 3115, Correcting Depreciation

COD – It’s Not Over Yet! Latest
Developments & Advanced Topics

Form 4797 – Sale of a Business
Asset

IL NATP Board Meetings:
5/1/15 - Embassy Suites, East Peoria
7/31/15 - Embassy Suites, East Peoria
11/4/15 - Embassy Suites, East Peoria

Nuts & Bolts of the Real Estate
Professional

Social Security Essentials
Special Taxpayers: Clergy; Employees with Business Expenses;
Internet Businesses and Marriage
Tax Law Updates: Cases & Rulings
Tax-Exempt Status Fundamentals
The “Grandparent Tax”
The Power of Attorney
Those Wacky Credits: 8801 and
8582-CR
Understanding IRS Collection Letters

Pain in the AMT!

What is IRD?

Partnership Basis and Distributions
Penalty Abatement

What’s Behind the Line

Qualifying Child

IL NATP State Conference:
Nov. 5-6, 2015 - Embassy Suites,
		
East Peoria

NATP National Conference:
2015: July 20-23 - New Orleans
2016: August 9-12 - Indianapolis
2017: August 7-10 - Washington DC
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Travel to the Conference by rail
Hi everyone,
I just want to let you know that I’ve booked
my trip to New Orleans next July. I am taking
the Amtrak “City of New Orleans” which is really a terrific ride, I have done it a couple of
times before.
The train leaves from Chicago every night
at 8:05 arriving in New Orleans the following
afternoon at 1:45, right downtown, saving the
cost and hassle of airport taxi. It leaves from
New Orleans daily at 1:45 in the afternoon,
arriving back in Chicago at 9 am the following day. Round trip in a private “roomette” is
around $600 and includes all meals and por-

ter service. Two people in a roomette would
be $425 each, and a coach seat only is $254.
There are discounts for senior’s and AAA
members. Modern “dynamic pricing” means
the price could change, of course.
The train stops at several other stations
along the way, (Homewood, Kankakee,
Champaign, Mattoon, Effingham, Centralia
and Carbondale) and the cost being a bit less.
I am leaving Chicago July 17 and leaving New
Orleans July 25. If you’ve never tried Amtrak,
this is a good time to consider it!
Terry Hall, CPA
www.amtrak.com
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Penalty Abatement Available Tied to
Repayment of Premium Tax Credit
Some taxpayers have received advance credits on their
health insurance purchased
through the Marketplace. Some
of these taxpayers may not be
fully aware of the requirement
to calculate the actual Premium
Tax Credit based on their actual
2014 income tax return. Some
of these calculations will result

in taxpayers receiving an additional credit when they file their
income tax returns, resulting in
higher refunds. Other taxpayers will find their advance credit
is higher than the actual credit
which means they will receive
lower refunds or higher balances
due. A taxpayer who has a balance due could be liable for the

Indiana - Private
School/Homeschool
Deduction
Enacted 2011 • Launched 2011
Individual Tax Deduction
The Friedman Foundation
of Indianapolis
Robert Enlow rcenlow@edchoice.org

Indiana provides a tax deduction for individuals who
make educational expenditures on behalf of their dependent children. Any taxpayer
who has a child already enrolled in private school or who
is homeschooled is eligible to
claim up to a $1,000 tax deduction per child for approved
educational expenses including private school tuition, textbooks, fees, software, tutoring,
and supplies.
Program Details
Tax Deduction Value
The tax deduction is worth up
to $1,000 per child.
Student Eligibility
Deductions are available for
parents’ expenditures on ei-

Latest Stats (2012)
•Taxpayers participating:
51,018
•Average tax deduction
value: $1,732
ther private schools or homeschooling for their children.
Legal Developments
No legal challenges have been
filed against the tax deduction.
Rules & Regulations
• Income Limit: None
• Prior Year Public School Requirement: None
• Geographic Limit: Statewide
• Enrollment Cap: None
• Individual Deduction Cap:
$1,000
• Testing Mandates: None
Governing Statutes
Ind. Code § 6-3-2-22

penalty for underpaying estimated taxes. A taxpayer who does
not pay the balance due by April
15, 2015, would also be subject
to the failure-to-pay penalty.
This is the first year of this
Premium Tax Credit and many
taxpayers may not have been
aware of the calculation and
possibility of having to repay
some or all of the credit. Thus
some taxpayers may not have
taken this into account when
making their estimated tax
payments. Other taxpayers
may not have the funds available to pay their balance due
by April 15, 2015.
Notice 2015-09 provides
taxpayers an abatement of
penalties for underpayment of
estimated taxes under Section
6654(a) and for the failureto-pay penalty under Section
6651(a)(2) for any taxes due
as a result of the requirement
to repay part of the advance
credit. Interest will still be
charged on any taxes not paid
by April 15, 2015. This relief is
available only for 2014 returns.
This relief does NOT apply to
taxes due to the shared responsibility penalty under Section 5000A since these are not
subject to underpayment or
failure to pay penalties.
To obtain the abatement
relief taxpayers must file their
2014 returns by the due date
(including valid extensions)
showing the excess advance
credit amount and be current
with all tax filing and payment
obligations. If an amount of
tax for another tax matter is unpaid, the taxpayer must have

entered into an installment arrangement, offer in compromise, or both to satisfy the federal tax liability. In addition the
failure-to-pay penalty relief only
applies if the taxpayer pays
the entire balance by April 15,
2016 – in essence giving these
taxpayers one extra year to pay
the excess credit amount without incurring the penalty. Interest will still be charged beginning April 15, 2015.
To obtain the relief for the
underpayment of estimate
tax penalty a taxpayer should
check box A in Part II of Form
2210, complete page 1 of the
form, and include the form with
their income tax return, along
with the statement “Received
excess advance payment of
the premium tax credit.”
To obtain the relief for the
failure-to-pay penalty a taxpayer who receives the penalty notice from IRS should
submit a letter to the address
on the notice that contains the
statement “I am eligible for the
relief granted under Notice
2015-9 because I received excess advance payment of the
premium tax credit.”
This text has been shared
with you courtesy of: David
& Mary Mellem, EAs & Ashwaubenon Tax Professionals,
920-496-1065 (920-496-9111).
©2015 Ashwaubenon Tax
Professionals. No reproduction
of this article is permitted without
the express written consent of
Ashwaubenon Tax Professionals,
2140 Holmgren Way, Suite 1040,
Green Bay, WI 54304.

Editor’s Corner
Opinions or comments about the newsletter?
Send to Nick Fiorillo at nfiorillo@fiorillo.com or call 1-800-FIORILLO

