Develop the saving habit

Have recent economic events slowed or
stopped your savings efforts? Have con-
stant changes in the tax law and the abun-
dance of investment choices added to
your confusion? If your answer to either
question 1s yes, it is probably time for
both an attitude and a strategy change.

Developing a saving habit is one of the
best things you can do for your financial
health. In the short term, your savings
will give you a cushion to deal with
emergencies, such as a job loss, unex-
pected home repairs, medical bills, ete.

Saving for special purchases such as
a car or vacation can reduce or eliminate
your need to take out loans or other financ-
ing. Most important, building up savings
while you work can mean the difference
between a comfortable retirement and
scraping by on social security benefits.

If you're not a regular saver, how do
you start? Set specific goals, whether it’s
to save so many dollars per month or a set
percentage of your earnings. Then track
your progress towards your goal at fre-
quent intervals.

Save automatically wherever possible.
For example, sign up for payroll deduc-
tions into your company 401(k) plan, or
arrange for a portion of every paycheck to
go straight into a savings account. Track
what you spend, and figure out where you
can cut back to generate some savings.

Saving leads to other financial ben-
efits. The more you save, the less you
borrow. The less you borrow, the less in-
terest you pay and the more money you
can add to your savings. So get your sav-
ings program on track now.

SUSANS. L

WIS, LT

CERTIFIED PUBLIC ACCOUNTANTS & FINANCIAL PLANNERS
1064 104! Street, Naperville, lllinois 60564
(630) 548-9600 FAX: (630) 548-9604

www. lewt

Adjusted gross inc

clientalert

sCpd.us

fall 2010
ome...it's more

than just a line on your tax return

- ou probably already know
how to calculate your ad-
Jjusted gross income or

AGIL: add up your income
from taxable sources and subtract from
that sum expenses you can deduct even
if you don’t itemize.

What you may not realize is the
role that AGI plays in determining the
amount of other tax deductions and
credits you can claim. For example, if
your AGI 1s too high you could lose all
or part of the following tax breaks:

# Deductions for medical expenses,
work expenses, student loan interest,
and charitable contributions.

= Tax credits such as the child credit,
Hope and lifetime learning credits, and
dependent care credit.

= Ability to contribute to a Roth or
Education IRA, or to deduct a tradi-
tional IRA contribution.

AGI is also the starting point for de-
termining whether the alternative mini-
mum tax will apply to you.

Those are some of the reasons that
managing your AGI can help save tax
dollars. And with many provisions in

current tax law expiring at the end of
2010 and the prospect of higher federal
tax rates in 2011 and beyond, managing
your AGI over a multi-year time frame

is even more compelling.

“ WHERE TO START

To create a plan for balancing AGI
with allowable deductions and maximiz-
ing your tax savings, start with an esti-
mate of your income for this year and
next.

Keep in mind that knowing the type
of income you expect to receive is im-
portant. For instance, say part of your
investment income consists of dividends
from stocks and mutual funds. In 2010
these dividends are taxed at the same
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