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Tuesday, December 26, 2006

“Last-Minute Tax Tips”

1. What can we still do to reduce our taxes?

Answer - There are several important things we can do, but some of the more important things have to do with energy conservation, the age 70½ and older, education, deferred income and telephones.

2. How can education costs reduce taxes?

Answer – The tax deduction for qualified, higher education expenses allows individuals to deduct up to $4,000 (depending on their income) of higher education expenses.  This keeps education going and reduces the cost, and could save on tax dollars.

3. How does the age 70½ relate to reducing taxes?

Answer – This year, all individuals 70½ and older who are required to take minimum distributions from their IRAs can have that money paid directly to their charity of choice and not pay any taxes on that money.  This could help them from an additional standpoint as they may be able to stay in a lower tax bracket and pay less taxes, as the money contributed will not be taxed.

4. What about energy?

Answer – There is a lot going on in the energy conservation area as far as savings.  For example, there is the 30% tax credit for the purchase of residential solar water heating, solar electric equipment and fuel cell property.  The maximum credit depends on the type of energy efficient property that’s purchased.  The maximum credit is $2,000 for the solar equipment, $500 for each 0.5 kilowatts of fuel cell capacity.  This credit is available for property placed in service in 2006.  It does not include heating your swimming pools or hot tubs.  There are energy credits on whole-house fans, water heaters, windows and siding.

5. How can telephones reduce our taxes?

Answer – The Telephone Excise Tax Refund (TETR) is a one-time payment available on your 2006 Federal Income Tax return.  It is designed to refund previously-collected, long-distance telephone taxes.  Tax payers have a choice of either receiving a standard refund amount between $30 and $60, based on the total number of exemptions claimed on their 2006 tax return, thereby eliminating the need to locate old phone bills, or they can locate those phone bills and use the actual amount.

You can receive a lot of deductions by quickly following up on these last-minute tax tips.  Meet with your CPA or tax consultant and your financial advisor to see how you can benefit from these tips.

Happy New Year!

Be sure to listen to Bob Hardcastle’s “Money Talk” radio program every Sunday morning from 11:00 a.m. to 1:00 p.m. on Country Legends 1430-AM WIL.  You can also visit Bob’s website at www.moneytalk.org.
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