
Page 6 • Charlotte Weekly • Oct. 19-25, 2007 www.thecharlotteweekly.com

Guest column
Speaking Out is your opportunity to 

respond to what you read in Charlotte 
Weekly and to share your opinions about 
local issues.

Send your comments by e-mail to 
news@thecharlotteweekly.com, by fax to 
704-849-2504, or by mail to Speaking 
Out, Charlotte Weekly, 1421-C Orchard 
Lake Drive, Charlotte, NC 28270.
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The key to reducing your income 
taxes is to plan ahead. Too often, indi-
viduals who wait until it is time to file 
their tax return discover it is too late 
to initiate many of the existing tax- 
reducing strategies. A little 
organization and planning 
can lead to significant savings 
on your income taxes. Listed 
below are three options to 
consider when planning your 
tax reductions.

Option 1:
Retirement planning

If your company offers a 
retirement plan, such as a 401(k), and 
you are not taking advantage of it by 
contributing, you are missing a signifi-
cant tax-savings opportunity. Any con-
tributions you make, along with any 
matching contributions from your em-
ployer, will grow, tax deferred, until you 
withdraw the funds when you retire. If 
you are taking advantage of your 401(k) 
and plan on increasing your contribu-
tions, do it earlier in the year to increase 
your savings over time.

Option 2:
Health savings accounts 

Health savings accounts are similar 
to flexible spending accounts in the 
sense that they allow you to use pre-
tax dollars for medical expenses that 
you incur throughout the year. To be 
eligible for an HSA, you must have a 
high-deductible health insurance policy 
(this typically means an annual deduct-
ible of $1,000 or more, depending on 
the coverage). Premiums are usually 
very low for high-deductible plans, al-
lowing the money you would have spent 

on a higher premium to be stowed tax-
free in your HSA. The amount you can 
contribute on an annual basis is equal 
to that of your deductible. You then use 
this money to pay for any health insur-
ance expenses until your deductible is 
met and your insurance company starts 
covering costs. An attractive feature of 
HSAs is that any money you don’t use 

in a given year can carry over, 
unlike traditional medical sav-
ings and flexible spending ac-
counts. The money left over 
will grow, tax deferred, until 
you retire.

Option 3:
Charitable donations

An excellent but often over-
looked tax-savings opportunity 

is donating to charitable organizations 
such as the Salvation Army or Good-
will. Typical donations include clothing, 
furniture and various household items. 
Before you contribute, make a list of the 
items you’re donating and give each one 
a price (what you would expect to pay 
for the item at a garage sale). The IRS 
has pricing guidelines available for com-
monly donated items. For your records, 
retain your item list and make sure you 
receive a receipt for your donation from 
the charity. These contributions can 
save you hundreds on your taxes.

Option revised:
Age hike for ‘kiddie tax’

Until 2005, the tax on a child’s un-
earned income – dividends, interest and 
capital gains – was paid at the parents’ 
marginal rate if the child was under age 
14. Last year, the age limit was raised, 
requiring children under age 18 to be 
taxed at the parents’ rate. Now, begin-
ning with tax year 2008, the parents’ 
rate will apply to children under age 19 
(or full-time students under age 24). 

These changes affect parents who de-
sire to transfer assets to their children 
to fund college expenses. Also, for those 
who maintain investments in custodial 
accounts, higher taxes may be in store 
with the increased age limits of the “kid-
die tax” rules.

Note that this tax only applies to 
unearned income in excess of $1,700. 
The initial $850 is tax free and the next 
$850 is taxed at the child’s rate. Also, 
this rule does not apply to “earned in-
come,” such as wages from a summer 
job. That earned income can still be re-
ported on a child’s separate return and 
taxed at a lower rate. This tax does not 
apply to a child who is married and fil-
ing a joint return.

Forethought reaps rewards
Saving money on your taxes requires 

organization and planning. There are 
many options to consider, and what 
works for someone else may not work 
for your particular situation. Taking the 
time to learn about the different options 
that may be available to you is worth 
your time and will save you money in 
the long run. q

Calamita is a financial consultant and 
certified financial planner at RBC Dain 
Rauscher in Charlotte.

Plan ahead to reduce 
next year’s taxes
Options abound to get 
jump on april 15

by Todd Calamita, CFP 

todd Calamita

CW Book Club reminder
 

Come to a phone chat with “Lov-
ing Frank” author Nancy Horan 
on Monday, Oct. 22, at 7 p.m. at 
Joseph-Beth Booksellers in South-
Park. R.S.V.P. at www.thecharlotte-
weekly.com.


