Tax Tricks & Tips,

By Michele Knight, CPA

Do you itemize?  How do you know whether to itemize or not?  There is money to be saved in the answer to these questions, so it is important to examine your own situation each year.
What exactly does it mean to itemize?  Normally, an individual taxpayer files a 1040.  Taxpayers who itemize attach a single page form to the 1040 called “Schedule A”.   Schedule A allows taxpayers the opportunity to deduct many expenses they incurred throughout the year, including state taxes paid, home mortgage interest, real estate taxes and unreimbursed employee expenses.
Schedule A sounds great, right?  Sure, it offers a chance to take advantage of all sorts of additional deductions.  But the Schedule A should not be used by default.  Every year, the IRS sets standard deduction limits (for 2005, the general limits are $5,000 for a single individual and $10,000 for a married couple).  If you fill out Schedule A and the total amount falls below those limits, then you should not file the Schedule A with your tax return.  Instead, you should use the standard deduction.

I am often asked, “Does filing a Schedule A pop up a red flag to the IRS”?  Without knowing the exact IRS standards, it is safe to say a definitive no.  The Schedule A is one of the most commonly filed forms, and therefore sends no warning signs to encourage an audit.  If your deductions are legitimate, you are always better off taking them then trying to avoid any government inquiries.
So, the next time someone asks you if you itemize, what’s the correct answer?  “Sometimes.”

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. 

