Harris Audrey D DIA OHR5E USA GOV

From: Wicks Clifford R DIA LOG USA GOV
Sent: Wednesday, November 21, 2018 8:18 AM
To: White Eric J DIA J211 USA GOV; Harris Audrey D DIA OHRSE USA GOV; Moore Debra L

DIA OCC3.USA GOV; Borden Cassandra F DIA ADO2B USA GOV; Miller Donna M DIA
FAC2C USA GOV; Meadows Carol M DIA CFODO2 USA GOV

Subject: - FW: Veteran Tax Information  Regulation attached

Attachments: IRS 525 Tax Refund.pdf

Classification: UNCLASSIFIED

From: Littleton Melissa D DIA ADI1 USA CTR
Sent: Thursday, November 08, 2018 11:29 AM
Subject: Veteran Tax Information
Importance: High

Classification: UNCLASSIFIED

It’s Melissa from down the street at the LREC (Bldg 351). I'm racking my brain to contact as many veterans as possible. |
wanted to let you know both because you're retired and because you deal with veterans here at the agency.

Basically our disability pay is not taxed but most veteran’s don’t know their retirement pay — if they have a rating 20%
and higher- should not be fully taxed!

Let’s say a veteran receives 70% disability; only 30% of their retirement pay should have been taxed so they get that
money back! Since this decreases the taxable income the veteran receives a refund on both state and federal
side. Unfortunately it’s only retroactive for tax year 2015-2017 but that's money we didn’t expect, right?

I used my case as the example and | just had money deposited from Department of Treasury. When it’s all said and done
I will receive $11,000...others have received more..... $13K, $17K, $24K that | know of personally.

I’'m gonna forward the regulation to you from my gmail. It pisses me off that it’s not publicized more. It’s sad that if no
one tells veterans about benefits we miss out. There should be a mechanism that keeps us informed. Anyway, I'm
trying to do my part so I'm “hey you-ing” people in training down here, people at the PX and commissary even knocking
on doors in my neighborhood where | know there are retirees. Every veteran I've spoken to did not know and every
other one automatically thinks they don’t qualify. The only prerequisite is to be retired and above 20%.

Call me if you have questions. I'm gonna be out of office in the next few weeks for about a month convalescing. Please
reach out any time prior to Thanksgiving. The accountant | used to prepare my claim and the one who is in constant
contact with the IRS is Donna Hill.....a civilian not connected to the government but an advocate for veterans. Her
contact information is included in the email | will send you shortly.

God Bless,

Melissa D. Littleton
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Bottom line up front (BLUF): If you are retired and receiving above 20% disability rating from the
VA you have a tax refund due to you. | went through the process and within a month | had $11K -
deposited to my account direct from the Department of Treasury.

In 2016 the Department of Treasury updated IRS Publication 525 (specifically pages 17-19) which
explains how retired veterans with a VA rating above 20% can recoup meoney deducted from their
retirement pay. You can either googte the publication or go to the IRS website hitps.//www.irs. gov/pub/irs-
pdf/p525.pdf. | will add the main points below but encourage you to either talk to my POC, Donna Hill, or
contact your accountant or whomever prepared your taxes. Donna's office number is 301-396-4817 and
her cell is 301-379-3608. 8he's closed Monday and Tuesdays,; and offers weekend appointments —
Saturday and Sunday- to accommodate our schedule. Here’s what you need to know:

-You should already know your disability pay should not be taxed.

-If you are retired and receiving 20% or more in disability pay, your retirement pay should not have been
taxed at the standard rate.

-As an example: A retired veteran with a 70% rating should only have 30% of their retirement pav taxed.
-A retired veteran with a 90% rating should only have 10% of their retirement pay taxed.

-You are entitled to recoup that overage according to IRS Publication 525.

-The amount of your refund depends on your individual rating and of course your gross retirement pay.
-The statute of limitations is three years. Accountants can only go back to tax years 2015, 2018, and
2017. :

- Adjustmants MUST be mailed in and not electronically filed.

-State refunds will be faster than federal. { mailed mine Oct 8th. State funds were deposited to my
account Oct 30th. Federal funds were deposited Nov 6th.

-Veterans will also receive interest on the money from those tax years.

-Provide your accountant or Donna with copies of your previous tax years (2015, 2016 and 2017); and a
copy of the lefter stating your VA rating. This can be found on eBenefits at

hitps:.//www ebenefits va.gov/ebenefits/homepage. Once logged on go to Manage tab at the {op of the
page > Documenis and Records > VA Letter > Benefit Verification.

- This is not & scam.

-Our refund is sanctioned through the IRS under IRS Publication 525 specifically pages 17-19.

- For the tax year 2018, and each one going forward, we are required to add the letter verifying your
rating and mail the return to the IRS. That's right, every year going forward retired veterans should get a
return.

-A question was asked in the benefits briefing if HR Block or other tax prep companies know about

this. Donna (the accountant and speaker) said when she calls the IRS she is told she is among very few
accountants calling to inquire about this benefit for veterans,

-I've given this information to several Veterans but several tax preparers are telling the Veteran they don't
gqualify. Please don't believe them!!ll Again, the prerequisite is retired and above 20%.

-I'm not the expert but | have benefited because of the knowledge of Accountant Donna Hill. | listed her
numbers above. If you have questions, please reach ouf to her,

| want {o stress that | know this sounds toco good to be true but it is. Don’t automatically think you don't

qualify, don't allew preparer who are not versed in IRS Pub 525 to tell you that you don't qualify and
please don't leave this money on the table,

PLEASE PAY IT FORWARD by passing this on to all Veterans {retired and separated) and those about to
retire so they know about this benefit.

MAY GOD CONTINUE TO BLESS YOU ALL
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-For the |atest information about deveiopments

refated te Pubfication 525, such as legisiation
enacled after it wes published, go to BS.gow
BubB25,

What's New

Dispistor ten refief, Disashr tex refie’ was

ermdbrﬂmwbymmﬂw-
vey, irma, and Mana Ses Pub. 976, Disashr

Rdief.fm'deta;ls

'Amssymnm&namm. You must gu-

thenticate your ideritity. To securaly log in to
your federsl tax accourt, go % RSgow
Atzount. View the amount you owe, review. 18
months of payment history, docess onfine pay-
ment options, and create or modify en cnfine
payment agreemrait. You can &5 aceess vouwr
tax records onfine.
Health flexible spending  armangemends
(health FEAS) undér cafeteria plang. Fortax
yaars beginning in 2017, tie dofiar Bmitation Lt

-dersecnon 125{i) on voluntary ampluyes salary

reductions for contbutitns 15 health fodlip
spanding rrangements s 52,600,

Reminders

Achieving a Belter Life Experience (ABLE)
account. Thsasanew!ypeofmhgsm
forindividuals with dizabiities and their amiies.
Distributions are tax-free [f usad to pay thobon-
eficlary’s quaiified disetilty expenses. See Pub,
907 for more information,

Public safety offictrs. A spouss, former
spouse, and child of 4 puibiic satéty offiter Kilsd
in the lire of duly can eiclude from gross in-
oome  sunvivor benefits recelved from a



imerasts in e verdure, For further infoimation
on how to make the election and which sched-
ule{s) to file, see the instructions for yeur indi-
vidual rax retum.

8 Corporation income

In most cases, an S corporation- doasn't pay tax
on s income. instead, the incoma, lossas, de-
ductions, and oredits of the corporation s
passid through o the shanshelders based on
ench shareholder's pro 7ats share. You must re-
poet your share of thass s on youd? rgtum. n
most cases, the Rems pdssed through 10 you
will increase or decrease the basts of your S

S corporation refurm. An S compoistion must
e a rehen on Form 11208, This shows the =
saults of the corporation’s pperations for s tax
year and the Rems of income, lossas, ‘déduc-

bms.ormﬂlsﬂmtﬁfectﬂlashareholdﬂa’m-l

dividuad income tex relurns.

Schedule K-1 (Farm 11205). You shouid
receive a copy of Schedule K-1 {Form 1120S)
#om any S comporation in which you ae a
shareholder, Schedule K1 shows your shars of
meome, fosses, daductions; and credits for the
tax year. Keep Schesdule K-t for your fecords.
Do-nict attach i 1o your Form 1040, uness you
ars specifically required to-go so.

Shareholder's retum. Your digtributive share
of the Htams of tncoms, losses, deductions, or
cradits of the S corporition must be shown sep-
sreialy on your Form 1040, The character of
ﬂmenmgmanysmesamaasﬂywhad
reafized orincurred them peronally.

.in many cases, Scheduls K-1 (Fomm

“Rem of income on your individual . re<

fum.

Distripastions, inmostcases, S corporation

stribirions are a nontaxable retum of yourbas

sls in the corporation stock. However, in cariain
cases, pant of the dstibutions may be taxablg
asacﬁv:dﬁ:d.orasalong-terrnmshortm

capital gain, or as both, The corparation’s distr-

butions may be in the form of cash or property,

More Informetion. For mare information, see
thelnsmm:sfarr’mﬂzos

Sickn'ess and%.
infury Benefits

lnumstcas&a,ynurmstmpmmm”y
Mywmfnrpeswlnﬁxymm-
mﬂmughanacddsmorhaﬂmmmats
paadiorbyyomm‘ﬁayer [§ -teoth ey anxd your

- 11208) will e you where 10 repast arr

Cost paid by you. i you pey the emime cost.of
an accident or health plan, dont inclide any
amouts you receive Fom e plan for personal
injury or sickness as income on your & returh,
I your plan reimbursed you for medical expen-
ses you deducted in an earfier year, you may
have o include some, o &, of the reimbuse-
ment in your income. Ses Hecoveres under
Miscellzneous Income, later.

Cafeteria piana, Inmost casss, ¥ you are cov-
ered by an sccident or hesith msurance plan
mmughamretenapiamandmamounwfme
insurance premiums wasn't included in-your in-
come, your et considered to have peid the
premlums &nd you must include any bensfits
ycmrecewemyourmeome If the amount of the
premiums was incliided in your income, you are
considered to have paki the premiums and any
banefits you receive arent taxable.

Disability Pensions

i you retired on cisabifity, you most inclieda B
income any disabBily pension you receive under
a plan that is paid for by your employer. You
must report your taxebie disabiity pymenls as
wages on fine 7 of Form 1040 or Form 1040A
untit you reach minimum retirement age. Mini-
rum redfement age generzily b the age at
which you can first receivé a persion.or annuity
ﬁmm’tdmbled )

Begimﬁ'gmthedayafwr)wwad'lm
nwmretumMage pawrmywmcewem

mentsonmas 1Baand16b'
fines 122 and 121 of Form 10 !
fonnauonmpensmmmdanmw seePub.
575,

Terroriat atlae&s_aa ' _mdudsmywrm-

:amdmaagmmumsms{orax
afiies), whather dutside or within. ife. United
States. However, youml.stmdudemyw .

wmmmmmmwm
or alf of these payments £5 Rohiaxabile income
in box 12 (under code W) on Fomm W2 or in
box 1 but not in box 22 an Form. 1095-82. I ik
come taxes are baing incormectly withhield from
those payments, you may a'so. sttt Form
mewmnyammstopmem
holdfing of income 1axas ffari payments repor-
toef op Form W2 or you may submit Ferm

WP, to. stop the withhokding of meeme taxes
mm&m&ﬂdm%im

Disatiiity payments you receive for injuries
not incurred as & direct resuit of 2 terorist at-
ta;ckcﬂerm or diseases not resulting
froity & Fijiay indured-2s a direct meeyit of a ter-
torist-atmck can't be excluded from your income
unday this provision but may be excludale for
pther reasons. See Pub. 807,

Reﬁmnmtandpmﬁi-awdngplam.ﬂyau

payments frém a sotiemem or
praﬁt-sha:mg pian that doasn't provide for disa-
bilily retirement, don't treet the payments as &
disability pension. The payments must be re-
patted as a pension or aivnity.

Accrugd leave payment. I you retire on disa-
iy, any lzmp-sum payment you recsive for
accrued annual leave is 2 salary payment: The
payment ksn't a disabifity payment. Includs it i
your income in the tax year you receive it.

Mifitery and Govermnment
[sebilily Pensions

Certain miitary and governmen? disability pen-
sions aren't taxable.

Sarvica-connected Sisability, You may be
able 1o exciude from incoms amounts you re-
ceive as a pension, anmully, or similar allow-
arca for persongl injury or sickness rasulting
from active service in one of the following gov-

& The armed forces of any country.

e The Nationa) Oceanic and Atmospheric
-Administraton.
TMPubthQBMSerm

the dha&iﬁtypaymm hyour income if any of
thefoﬂomagmnmﬁmwpfy
1. Youwsre entiied g receive a disebility
mmmsmwzs 1875,

2. Youwene amiernber of  listed govem-
. - mertssrvice or its reserve component, of
~were wioer a Binding written commitment
{obécome amember, on September 24,
1875,

=3 -Y_' receive the disahilty payments for 2

| pombabietned injury. This is 2 personal

- infuiy or sickness that:

. A ﬁesuhsdrewyfromanmdcorm

: h. Takasplacewhieywamangagedn
extra-hazardous service,
-6, Takes place under conditions sisulat-
- ing war, ifcluding reining exercises
‘such ag-manelvers, or
d: 5 ceused by an instrumentality of war.
4, Youwomdbeemmwwrecewad;sablﬁty
from the Department of Vel
etansAﬁaﬂs(\lA}:fyauﬁledanappim-
tior for 4. Your exchusion under this corndi-
fion s equalto the amount you would be
erdiflad to receive from the VA.

Wmhasedonymoismce.ﬁfyou
receive a disablity pension based on years of
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servics, in most ceses you must include i in
your incoma. However, if the pension qualifies
far the exclusion for a senice-connected disa-
bifity {discussed earfier), don't ingiads in income
the part-of your pension Hat yoi would hiave re-
eeivedd if the pension had been based on a per-
centage of disabilthy. You must inciids the rest
of your pensionin your incoms,

Retroaciive VA determination. i you re-
ureﬁ-ommeamedaswesbmedmyaarsof
safvice and e faler given a retroactive seiv-
ict-comnected disabilty refing by the VA, your
rofirament pay for the reh’oacﬁvaperfod?sex-
cluded trom income up to the amolrtt of VA dis-
abifty benefiis yeu woull have been entitied to
receive. You can cldim a refund. of any tex paid
on the excludable amount {sulject to the st
ute of Bmitalions) by fling an amendsd tetum
on Farm 1040X for each previoug ysar during
the fefrosctive period. You miust include with
each Form 040X a copy of the official VA De-
termination lelter granding the retfroactive bene-
fit. The Jetier muest show the amount withheid
and the effactive date of the benefit

If you receive & lump-sum disabiity sever-
ance payment and are Infer swarded VA disa-
bty benefite, excivide 100% of the séverance
tenaflt fom your income. Howewer, you misst
include i yourt income any lump-sunt readjust-
mmmmmmam
you received on release from active duty, gven
Kywammrgivenamhmﬁmdisabﬁ&ym:-
sy by the VA,

Specizl stalute of Bmitations. In most ca-
sas, under the stadute of hrbtations a olaim for
erodit or refund must be filed within 2 years
from the time a return was fled. Howiver, ¥ you
recaive a refroactive satvice-gonnected disabil-
ity rafing determingtion, the statute of imitations
is extended by 2 1-year poricd baginning on the
date of the determingtion. This T-year extented

pariod applies fo claims for cradit o7 refuni filed:

after June 17, 2008; and dossn't epply 10 any
tax year that began more than § years before
tha dzte-of the datarmination,

Exampie. You.retned $12011 and recaitve 2
pensicn: based on your years of service 0n Au-
gust 3, 2017, you receive 2 dotermination of
sefvice-connected disabily retroactive t0.2011.
Generally, your could claim a refund for tha
taxes paid on your pension for 2014, 2018, and
2016, Howaver, undex the special limation pe-
riod, you can also fie a claim fof 2013 a5 jong
as you file the claim by August 3, 2018, You
San® fiilaa cleim for 2011 and 2012 becouse
the dedermination.

Terrorist attack or militay action Do notin-
clude in your income disability payments you
receive for inkaies resulting directly from 2 ter-
rorist or military action. However, you rust in-
clude in your inzome any amouis. that you ra-
teived that you would have mceived in
refitasnent ad you not become disabled as a
rasult of 2 terrorist or wilitary action. Disability
paymnens you receive for inuries not incumed
a5 a direct result of a terrorist or miltary action
or for #inessss or diseases not resuiting from an
injury incurred as a divect result of a temorist or
rattary sction may be excludable from incoma
for other reasons, See Pub., 907,
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A tomonist action & ohe that s diected
agazrastﬂwumeds:atesoranycrnsalﬁes[‘w
chucling & multingtional force in which the Unied
States s participating). A miftary action s one
that involves the anned fortes of the United
Starasmdtsamuftofmlorﬁmdw
oﬁmuwmmaumm
ofanyo!hatﬂaa,butdoaen‘tznc]uﬁstakm
exercises,

Long-Term Care
insurance Contracts

In most cases; korg-term gare insurdnce con-
{racls are treatad as socident and hiealh fniir
mmmmmmmﬁomﬁwm
(sther than policyholder dividends or premium
refunds} are esciudable:in mott cases from in-
coma as amourms received for personal infury
or sickness. To claim ap exchusion for paymerts
made on a par dizs or.other pericdic. basis un-
der a ng-lerm care insurance contract, you
must file Formy BE53 with your retum._

A jong-lerm cage insurance contract ig an in-
surance copfract that only provides covarmpe
for qualified fong-tesm care setvices, The con-
tract mist

¢ Be rencwabie;

a Mo!wmmaeeshmndwva}uenr
other rohey thet tan be pald, assigned,
pledged, or borrowad;

© Provide that refunds, cther than refusids on
the death of tha insured of complate sur-
randar or sencellidion of the contract, and
dividends under the contract may be usad
erlyto reduce filire premitns of increase
fultre banefs: end

© inifost cases,; not pay orreimburss ex-
penses incutred for services or lieing Hhat
would be relmbursedunder Medicare, ax-
ceptwhemﬂedmusasmwdmypayer
aor the contract makes per diem or other
periodic payments without regard fo ex-
penses.

Qualified long-term care services, Qualified
Iongdennc’e:eémmm
* Necessary {iagnostic, preventive, thor-
poutie, ciring, Testing, mitigating, rehabii-
tative services, arkd mamtonance and per-

s Redquited by a chironicaliy il individual and
provided pursuant to a plan of care prescri-
bed by-a licensed health care practiioner.

cmmmww Achrorﬁcaliyi#hdl-
vidual is one who has been cerlificd by a I

cenged health care praciitioner within the prgvi-

aus 12 months as one of the following.
¢ Anindividual who, for atTeast 90 days, is
- uniéshie to perinnn 2 least two acihvities of
dalty fivifug Without substertial assistancn.
due 1o & foes of functionas capacity, Actvi-
tes-of daily ivifg are eating, toleting,
lramfeﬂlng bathing, dressing, and cont-

- -mmdwmmmrw
pervision f be protectod fror threats to
tealth end safely due to sovemns cognitiva
frpaiThent,

Limit on exclusion. The exclusion for pay-
ments made on & per diem or vther periodic ba-

gis-under a long-tonm care insuraiice confractis
subject to a Friit. The Uit apphas to the total of
these payments. and any scéolerated demth
beneﬁsnmdemapardam«osnrmoﬁc
basia under a e hawance contract baciuse
mwbmnﬁmm
mmmmmmmmm&

s . tnder Mm f
mme'latsf)

ummm&,mmm_h

L mmdwmmmm
ices during the
day for any period in 2017).
Sea Section C of Form 8852 and s inslnyctions
for mare. information.

Workers' Compensation

Amaunisywmweaswﬁwsmpem
for an occupational sickness o injury ane Adly
Wmmdwm_mmam

2. axemiplion,
mmdmﬂapﬁymmﬁemmmm
ﬁtsyoureceiwt_msedonyourage Isngth of

maybemsssm 554 for fore Inforr-

Retrn to work ¥ you mtum io wolk afer
qalfying for workers' compensation, salary
mmenlsymmiurpeﬂnmﬁngagmdu-
hesmweaswages

Disabliity pension. If your disablity pensionis
pald under a stalta that provides bonefits only
:QWWWMBF
ties, part of it iy b workers' compe
mmpmmemmmmmmmaofm
upmonorannmtym. tf-m%-m
mwmmmmkw
from tast

Other Sickness
and Injury Benefits

in eddition to disabiity persions and anmuities,
wummwmmma
irjury. -

Rabirogd sick pay, Payments v wmeiwa
Mwmmmuumiw
surance. Act. gre fixatie and you.must intlude
{hem m your incoms. Howaver, don't invclude

Publication 525 (2017)



themin your income if they ate for an on-he-obh

itack hng benefl payments. These pay-
misnts are similar fo workers' compensation and
sven't toabie In most CREeE.

(FECGR). Payments received bnder this Act fer
personal injury or siclmaess, ncluding payments
to bonéficiaries In casé of death, amen't taxable,
However, you are laxed on amcinte yau re-
colve whder fhis AG 25 conBinitation of pay for
up to 45 days while = clafm je being decided.
Report Shis income on fine 7 of Form 1040 or
Formn 1030A or online 1 of Fomn 1040EZ Also,
piy for sick leave whie a claim i being pro-
cessed is taxabla and must be included inyour
inverng 25 wages.

¥ part of the payments you receive un-
dar FECA redfuces your socia! sécinily
i or squivalent rafiroad retirement bene-
fits recaiver, that part is cansidencd soclal se-
cuxity for equivalent raftroad retirement) benafits
ang may ba laxabie, See Fub. 554 for more. in-
formetion.

You can. dedisct the amount you spend to
bizy baick $ick leave for an earfier year 10 bé of-
gitde for nontakebln FECA benefits for that pe-
riod. It is a misosliznecus deduction subjéct to
ths 2o6-6F-AG] Bmit on Schiedule A (Form 1040},
1 yol buy Back sick leave in the same yéar you
used i, the amount redisces your taxable sick
feave pay. Do not deduct it separately.

Qualifisd Indisn health csre banefil, For
benelits end coverage provided efter Marchi 23,
mo.mmdwmmm
care Bengfit font taxable. These benefiis in-
chude sy health senvice or befiefits provided by
the ffian Heoith Service, amounts to relin-
burset medical care expenses providad by an
ndian tibe, coverage undet actident or health
insurance, and ary other mecdicel care provided
by-an Indian ribe.

mmmwmmmm
jury arent taxable. These mckide the following
AMOLS,
¢ Compensatory damages you recaive for
physica injLiry or physlcal sickness,
Mmgadmakxnpaumormperm
E ) cid#0]

p@ﬂmmﬂmmmmm
the prentums Bt you had to includa them
in your income.

e Disability benefits you raceive for loss of
income or eaming capecity ia a resulof
injuries under a no-fauit car ingtranca pol-

icy.

= Compensation you receive for permanant
loas of boss of use of 3 pant or function of
your body, or for your permaner disfigure-
ment. This compensaiion must be based
only on tha Injury and not on the period of
aen't tawmable even if your employer pays:
vides these benafits,

Pubfeation 525 (2017)

Felmbursement for medical care. A mim-
burserhant for medicat ctire germrally lsnt taxa-
ble. However, it may reduce your madical ex-
pence deduction. (f-you recelve relmbureerert
for nexpense you deducted in an aadier year,
528 m later.

lfyoumwemadvamrmnmmsememm
foan {or future meddical expensas from your e~
ployer without regerd to whether you Sutiered a
persanal injury or sickness or incurred medical
expenges, that amount is inchuded fn your in-
corne, whather or not vou incur uninsured misdi-
cal expenses during the year.

Reimbursemanis received under your em-
ployer's plen for expenses incurred before the
plan wias establishad are inciuded in income.

Amounts you receive under = reimiirse-
mant plan that provides for the payrent of un-
used reimbursement amounts in cash or other
benefits are included in your income. For de-
tuils, see Pub. 9689.

Miscellaneous Income

This section discusses various types of income.
You may have taxable heome from ceriain
transactions aven i no foney changes hands.
For examnple, you may have taxable income #
you lentd money &t a below-rarket inlerast rate
ot have & deht you owe cancelsd.

Bartering

Bartering. is an exchangs of proparly or seiv-
joes, You must include In your lncome, &t the
fima roceived; the falr market value of pioperty
or services you recelve In bartering. Hf vou ex-
change senvices with anather person and you
boﬂ'l?zaveagmedahaadoihmemmmcf
the services, that vallse witt be ascepied &5 fair
market valise uniess the valuae can be shown fo
be ctheswise.

Gienerally, you report this incoma on Sched-
ule C (Form 1040) or Schedule C-EZ (Fom
4040). However, if the barer invaives an ex-
changa of something other than gervites, such
as in Exampfe 4. later, you mey have o use an-
othar form or schitiula instead.

Exampie 1. You are a seit-employed atior-
ney who performs legel services for.a client, 2
small corporation. The corporgtion gives you
shares. of it stock as payment for your sen-
ices, You must inctude the fair market velue of
mm;nmmnnmmcm
1040) -or Schedule C-EZ (Form 1040} Ih the
year youi raceive them.

Exampie 2 You are & seif-employed ac-
countant. You 2nd a house paintér are mem-
pars of & barter slub. Membars contact each
ather directly and bargain for the vaiue of the
services 1o bi performed. i retum fof account-
ing servites you provided, the house painter
pairted your horne. You must report a6 your in-
come on Schedule C {(Fory 1040 or Sched-
ule C-EZ {Form 1040) the fair mariket value of
the house. paiiting services you raceived. The
house pairter must intlude in incomie the fair
market value of the accounting services you
provided,

Example 3. You are seff-employed and a
member of 3 barter club, The club uses credit
urits a5 8 means of exchange, ! adds credit
uriits to your acesunt for goods or services you
provide to merhibers, witich you-cisn use 1o pur-
chase goods or services offéred by cther meny
bers of the barter club. The ciidy stibitracts cradit
ufits flom your account when you receive
goods or services from other members. You
must include i your incoma the value of the
credit units that are added fo your account,
even though you mzy not achually receive
goeds or services fram other members uatil a
later (B year.

Example 4. You pwn 2 snall apartment
huliding. in retum-for 6 months rant-iree use of
an apartment, an artist gives you & wark of art
shie oveated. You must report as raral income
on Schedie E (Form 1040} the fair market
valug of the antwork, and the artist must report
as Hcome on Schedule C {(Form 1048) or
Schedile C-EZ {Form 1040) e fair rantal
wajue of the apariment.

Form 10955 from kaerter exchange. If you
exchanged property of services through a bar
ter axchiange, Form 1093-B, or a similar state-
ment from the barter exchange should be sent
toyoubyFabmarﬂB,?O‘!S.l!shw&dshcwthe
valitg of cash, properly, services, credits, or
scrip you received from exchanges thiring
2017, The RS also will receive 2 sopy of Form
1089-B,

Backup withholfing. In most cases tha in-
cotme you receive from bartering isn't subject o
regilar income tax  withholding. Howsver,
backup withholding will apply in vertain circum-
stances to. ensure that income tex is collected
onthis income.

Under backup withholding, the barter ex-
change must withhold, as income tax, 28% of
the income if:

v You don't give the barter exchange your
tanpayer identification number (generally &
social sectrity number or #n amployer
identification number), ot

< The RS notifies the baner exchange that
you gave i an incomact kdentification num-
ber.

if you join abmgrexﬁ\ange.ywmuslmfy
under penatiies of perjury that your texpays?
idertification rmumber is correct and that you
arent subjict to baskup withholding. If you don't
make this cerlification; baskup withholding may
bagin immediately. The barter exchange wil
give you & Form W-8, or a similar form, for you
o make this cerfiication. The barter exchange
wilt withihold tax only. up o the amount of any

cash paid to you. or deposited in your account
endawsa‘lporcreditissuedtoyou(andcon-
verted to.éash).

Canceled Diebis

In most cases, if a debt you owe is canceled or
forgiven, other than as a gift or hequest, you
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