Tax Tricks & Tips,

By Michele Knight, CPA

Adjustments to income provide great benefits to taxpayers, although most are the result of political battles and are subject to change in any given year.  So, if you qualify for any of the following tax adjustments, make sure to take advantage of them in every year possible, as they may not last for long.  Adjustment to income fit into 3 major categories: education, moving and self-employment.
Education adjustments are offered to both educators and students.  For at least one more year, educators are allowed to deduct up to $250 of expenses they incur on behalf of their students, such as supplies and classroom materials.  Students and parents can deduct interest paid on student loans up to $2,500, as long as the loans meet criteria for academic purpose and were not made from a related party.
Deductions for moving are tricky, but worthwhile if you meet the criteria.  Moving expenses, including costs for moving household goods and travel (except meals), are deductible if the move was related to a new or changed job location, the new job is located (and here’s when it gets tricky) “at least 50 miles farther from your former home then your old job location was”, and you will work full time for most of the next year after you arrive in the new location.  Pretty technical, huh?

The last category of adjustments to income is primarily for self-employed individuals.  The self-employed can deduct 100% of their health insurance (as long as they don’t obtain insurance through a spouse’s job), which is a recent, but sizeable, benefit.  They can also deduct 50% of any self-employment taxes (Social Security and Medicare), which are normally split between the employee and the employer.

Taxpayers should be aware that these adjustments come and go throughout the years…these deductions may disappear as soon as 2006, but there will be others to replace them! 

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, copies of previous articles, or to submit questions for future columns, please visit www.cpamichele.com. 

