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Year-End Tax Tips for Individuals From

The National Society of Accountants

ALEXANDRIA, VA, November 29, 2010— Finances and the economy have been at the top of the news cycle again this year. Now comes everyone’s not-so-favorite time of the year – tax season!

But don’t let it wreck your holidays – a little advance planning can maketax preparation easier and save you money.
The National Society of Accountants (NSA) offers this checklist of tax items, courtesy of CCH, a Wolters Kluwer business, a provider of information services, software and workflow tools for tax, accounting, legal and business professionals.

Choose your brackets carefully. For 2010, the marginal federal income tax rate brackets are 10, 15, 25, 28, 33, and 35 percent. These brackets are scheduled to expire at the end of the year and be replaced with the following brackets for 2011: 15, 28, 31, 36, and 39.6 percent. The 10 percent bracket completely disappears. As a result, you may want to accelerate income and defer deductions if you expect your income to be higher in 2011.

Beware of upcoming limits on itemized deductions. For higher-income taxpayers there is no limit on the amount of itemized deductions they can take in 2010. However, the limit on itemized deductions reappears in 2011 – the limitation threshold amount is $50,000 for married taxpayers filing separately and $100,000 for most other taxpayers. If you’re a higher-income taxpayer who will be affected by the limit on itemized deductions, you may want to try to accelerate deductions into 2010 instead of 2011 if possible.

Take advantage of lower capital gains rates. For 2010, long-term capital gains are taxed at a maximum rate of 15 percent (for assets held longer than one year). If you’re in the 10 or 15 percent marginal income tax brackets in 2010, a zero percent rate applies. That is, you will pay no tax when you dispose of the assets on at least a portion of the gain. However, these beneficial rates disappear after 2010. For 2011, the maximum tax rate on long-term capital gain is scheduled to rise to 20 percent, with a 10 percent rate applying to taxpayers in the lowest brackets.

Saving energy pays off. If you have made certain energy-efficient home improvements this year, you may be able to claim a credit for some or all of the repairs. Homeowners can claim the nonbusiness energy property credit for making energy efficiency improvements or installing alternative energy equipment in their home. The credit is a maximum of $1,500 split between 2009 and 2010 for qualifying improvements made in these two years. Examples include adding insulation, energy-efficient exterior windows, and energy-efficient heating and air conditioning systems. Manufacturers must certify that their products meet new standards and they must provide a written statement to the taxpayer such as with the packaging of the product or in a printable format on the manufacturers' website. You must have purchased and installed the items before January 1, 2011. The alternative energy credit is not expiring at the end of this year.
See the 2010 rule on Roth IRA conversions. If you are interested in converting your traditional IRA into a Roth account, a special rule applicable to conversions occurring only in 2010 allows you to defer paying federal income tax on the conversion income until 2011 and 2012. So instead of including the entire amount of conversion income in your taxable income in 2010, you defer it and then spread the amount out equally between two years. However, be aware that the individual income tax rates are scheduled to rise for 2011 and beyond.
Make retirement plan contributions. If you have not already done so, make a contribution to your retirement plan before the end of the year. You can contribute up to $5,000 to an individual retirement account (IRA) in 2010 if you’re age 50 or younger, or you can contribute up to $6,000 if you’re older than 50 and otherwise qualify to make a “catch-up” contribution. The maximum amount you can contribute to a 401(k) plan in 2010 is $16,500 (and for individuals over 50, a catch-up contribution of an additional $5,500 can be made).

Other tax law changes for 2010, such as tax incentives that expired in 2009 and possible changes to the Alternative Minimum Tax, should also be examined for their impact on taxable income and tax rates. Also, Congress may still pass some last-minute tax law changes in December, so stay tuned to the news and consult your tax professional as needed.
NSA and its affiliates represent 30,000 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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