Tax Tricks & Tips,

By Michele Knight, CPA

You’ve heard it a million times “may be eligible for tax deduction, please contact your CPA or tax preparer.”  Can’t anything be simple?  Medical deductions are one of those “you may be eligible for this deduction” items.  The answer is never a simple yes or no, but if you understand what goes into the “maybe”, you’ll always know the right answer.

In complex terms: medical expenses are deductible subject to a limit of 7.5% of Adjusted Gross Income.  To simplify it, you can deduct your medical expenses if the total of those expenses are more then your total Adjusted Gross Income multiplied by 7.5%.  For example, if your AGI is $20,000, and 7.5% of $20,000 is $1,500, then you can only deduct your expenses if they add up to more then $1,500.  In this example, if your medical expenses total $2,000, then you can deduct $500 on your Schedule A.
Which medical expenses are eligible for deductions?  In general, you can deduct medical expenses that are incurred for specific medical care, but not general health.  Specific medical care includes doctors, hospitals, prescriptions, insurance, smoking cessation programs, and home improvements for handicapped individuals or other medical needs.  The non-deductible general health expenses include bottled water, diaper service, gym memberships, illegal operations, funeral expenses, over the counter medicines, and cosmetic surgery.

It is always a good idea to track your medical expenses throughout the year, so that you make sure to take advantage of every cent.  Your recordkeeping system doesn’t have to be fancy, just consistent, and you’ll be on the road to a whole new set of deductions. 
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. 

