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AMT Patch Highlights Critical Tax Changes in 2010 Tax Relief Act
ALEXANDRIA, VA, December 20, 2010— Many Americans breathed a sigh of relief when the U.S. Congress and President Obama finally agreed on last-minute tax law changes in mid-December, passing the 2010 Tax Relief Act.

But what does the bill mean for most Americans?

Here’s a rundown of several of the most important changes provided by the National Association of Accountants (NSA), courtesy of CCH, a Wolters Kluwer business, a provider of information services, software and workflow tools for tax, accounting, legal and business professionals.
Alternative Minimum Tax Exemption Raised – Every year Congress waits until the last minute to pass an Alternative Minimum Tax (AMT) “Patch” that raises the exemption amount, which prevents the AMT from applying to millions of Americans. The 2010 Tax Relief Act increases the exemption amounts for 2010 to $47,450 for individual taxpayers, $72,450 for married taxpayers filing jointly and surviving spouses,and $36,225 for married couples filing separately. Without the AMT patch, the exemption amounts for 2010 and again for 2011 would have dropped to $33,750 for unmarried individuals filing a single return, $45,000 for married couples filinga joint return and surviving spouses, and $22,500 for married individuals filing a separate return.
Tax Rates Remain the Same –Individual tax rates had been scheduled to rise significantly but they will now be held at the 2010 level for the next two years.  That’s good news for all Americans, who won’t have to endure a significant tax increase just as the economy is getting back on its feet.
Favorable Capital Gains Tax Rate Extended – Qualified capital gains and dividends currently are taxed at a maximum rate of 15 percent (zero percent for taxpayers in the10 and 15 percent income tax brackets) for 2010. These rates are now extended through December 31, 2012.
Itemized Deduction Limitation Extended – The “Pease” limitation (named after the member of Congress who sponsored the bill enacting it) reduces the total amount of a higher-income individual’s otherwise allowable deductions. The Pease limitation was suspended for 2010 but was scheduled to return in full after 2010 at a projected level of income starting at $169,550 ($84,775 for married couples filing separately). The 2010 Tax Relief Act extends the suspension of the Pease limitation for two years, through December 31, 2012.
Personal Exemption Phaseout Blocked --Before 2010, taxpayers with incomes over certain thresholds were subject to the personal exemption phaseout (PEP). The PEP reduced the total amount of exemptions that may be claimed by two percent for each $2,500 or portion thereof ($1,250 formarried couples filing separate returns) for taxpayers whose adjusted gross income (AGI) exceeded the applicable threshold (projected for 2011 to start at $169,550 for singles and $254,350 for joint filers). The PEP was previously suspended for 2010, and the new bill extends the suspension of the PEP for two more years, through December 31, 2012.
Marriage Penalty Relief – Previous tax legislation provided relief from the so-called marriage penalty by increasing the basic standard deduction for a married couple filing a joint return to twice the amount for a single individual. The size of the 15 percent income tax rate bracket for married couples filing a joint return was also increased to twice that of single filers to help mitigate the marriage penalty. The new law extends marriage penalty relief for two years, through December 31, 2012.
Many other tax law changes were also enacted in the 2010 Tax Relief Act; NSA encourages taxpayers to consult with their tax professionals about other important new tax breaks.
“Accountants and tax preparers are glad to see these tax breaks enacted,” said NSA Executive Vice President John Ams. “It means critical savings for Americans at a time when few people can afford to be hit with higher taxes. NSA members are on top of these new tax laws and are ready to help their clients take advantage of the tax savings they are eligible to receive.”
NSA and its affiliates represent 40,000 members who provide accounting, auditing, tax preparation, financial and estate planning, and management services to approximately 19 million individuals and business clients. Most members are sole practitioners or partners in small- to medium-size accounting firms. NSA protects the public by requiring its members to adhere to a strict code of ethics and maintain an annual continuing education regimen.

For more information and to locate an accountant in your area, visit www.nsacct.org. For more information about CCH, visit www.tax.cchgroup.com.
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