Tax Tricks & Tips,

By Michele Pisacano, CPA

This week, I’d like to shed some light on tax planning.  Are you waiting until your W-2 arrives in the mail to start thinking about your taxes?  If that’s the case, you’re too late.  Take a few moments in the next 2 months to think about your situation, and you may save yourself some hard-earned money.
From a tax perspective you’ll need to estimate and compare your tax brackets for 2004 and 2005.  If you’ll be in a lower tax bracket in 2005, try to delay receiving some income such as year-end bonuses and retirement plan distributions, and avoid Roth IRA conversions.  If 2004 is trending towards higher income for you, accelerate as many deductions into 2004 as you can.  Think charitable donations and mileage, tuition, medical and business expenses.  As an added bonus remember that expenses pledged to a charity or charged on a credit card by December 31st, 2004 are considered 2004 expenses even when payment isn’t made until 2005.

On another note, if you are still employed, revisit your 401(k) and make sure you’re maximizing your employer-sponsored benefits.  Also double check your dependent care and flex spending accounts so that you don’t miss out on any pre-tax dollars that you’ve already withdrawn from your paycheck.  Remember, in most plans these amounts are forfeited if they’re not used by year-end, so don’t leave your hard-earned money on the table.

The trick to tax planning is to keep it in mind year-round.  Never make a financial decision solely for tax purposes…but on the flip side, never made a financial decision without taxes in mind.  With a little bit of planning, you’ll find your tax return growing each year!

Note:  The above advice is not meant to be comprehensive tax planning advice, and you should always consult a tax professional if you have any questions.  For additional information and resources, or to submit questions for future columns, please visit www.cpamichele.com. 

