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“New Laws Passed by the President”

1. What are some of the new tax laws that will affect most Americans?

Answer – These new laws will help the retired, the working and the youth of America.  Some of the things affected by these new laws include taxes on required minimum distributions, documentation on charitable contributions, educational planning, and ROTH IRAs.  Many rules were adjusted to help us have more money in the long run.

2. What about required minimum distributions?

Answer – The new law states that for all of those individuals who are taking required minimum distribution from their Traditional IRAs (individuals 70½ or older) can now take whatever amount of that distribution they wish and have it paid directly to their charity of choice and, with the proper paperwork and a receipt, will not be liable to pay any taxes on the portion of the distribution that is donated.  Up until now, all monies taken through a required minimum distribution were taxable.  Now, there are no taxes on the donated portion.

3. What about the charitable contributions?

Answer – This change is probably not as positive as most of the others.  The change states that more extensive documentation and record-keeping will be required on charitable contributions.  As always, receipts will still be required from the charitable organization receiving the contribution, but the charitable organization will now have to indicate how the donations will be used.  How the donation will be used will directly affect the amount that can be deducted.

4. What about education?

Answer – Previously, the law stated that 529 College Savings Plans were to be reviewed in 2010.  Many people were participating in the 529 College Savings Plans, but they were a little concerned that the law might change in 2010.  That 2010 review has now been dropped and the program can fly from now on.  

Also, the maximum amount for an IRA contribution is currently $4,000 with a make-up provision of $1,000 for those 50 years of age or older.  However, previously, there was a stipulation that the $1,000 make-up provision would be “sunsetting,” which means it would be reviewed in the future as to whether it would continue or be changed.  The new tax laws have now dropped the sunset on the $1,000 make-up provision so the provision will continue as is indefinitely.  Therefore, IRA participants 50 years of age or older will now continue to be able to contribute a maximum of $5,000 a year.

The ROTH 401(k) was previously set to sunset in 2011, but is also now set to be permanent.

I think we will see more individuals taking advantage of the ROTH 401(k) and 529 College Savings Plans, maximizing their IRA contributions and directing some of their required minimum distributions towards charities.  All in all, the majority of these tax law changes should be accepted well by most Americans.

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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