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Individual Tax Planning Ideas…

Now is the time and you can still meet these goals before 2009 year ends! Below are last-minute moves you can make to save taxes – both on your 2009 return and in future years.

· Charitable Giving:  Even in rough economic times, many taxpayers’ may still want to support their favorite charities. And making a donation before year end will reduce the tax bill of itemizers. If you are considering donating property to a charity, it may be more beneficial from a tax standpoint to sell the property and donate the proceeds. For example, suppose a client has an old car with a "Bluebook" value of $5,000. If the car is donated to a charity and the charity turns around and resells it for $3,000, the client's deduction is limited to $3,000. But if the client sells the car for $5,000, he or she can claim a $5,000 deduction if the proceeds are donated to the charity.

· Miscellaneous expenses:  As you know, miscellaneous expenses, such as unreimbursed employee business expenses, investment expenses, and tax preparation fees, are deductible only to the extent that they exceed 2% of adjusted gross income. So taxpayer’s may ride along year after year with no deduction even though they incur relatively significant expenses. This may make it advantageous to bunch these expenses -- accelerating and deferring the expenses so that one year's expenses result in a deduction. For example, if an employee buys a new business car (see above) or a new business computer in 2009 or accelerates business trips from 2010 to 2009, he or she may have enough expenses to get over the 2% mark. So, of course, increase the miscellaneous expense deduction (see next item). 

· Reducing adjusted gross income:  At one time, year-end techniques to defer income and accelerate expenses were keyed into reducing taxes by reducing taxable income. But in recent years, many tax breaks have been enacted in which eligibility is determined by adjusted gross income. The breaks are phased out when adjusted gross income exceeds certain thresholds. Accelerating itemized deductions won't help here, but reducing adjusted gross income will help. For example, if a client can postpone payment of a year-end bonus until early 2010 or accelerate education expenses to maximize the 2009 "above-the-line" education deduction, he or she may qualify for a tax break not otherwise available. 

· Unemployment Compensation: Up to $2400.00 of unemployment compensation is excludable from gross income for 2009. This exclusion’s fate for 2010 remains uncertain.
[image: image2.png]Y s
° 3
R FinanciaL SERV






