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GAME PLAN FOR TIME -SENSITIVE
YEAR-END TAX SAVINGS

Time is running out on moves you can make to regoce 2007 tax bill. Some actions to consider now:

Charitable Gifts from an IRA to a charity — This special provision will

no longer be available after Decembet 310nly those age 70 % or more

qualify to make up to a $100,000 contribution dierom their IRA to a

qualified charity. This can make a lot of sensenfiany individuals.

Traditional IRA Conversions to a Roth IRA — Your adjusted gross in-

come must be under $100,000 and the conversion lmeustmpleted prior

to December 3.

IRA Required Minimum Distributions (RMD) — For those age 70 % or

more, your RMD must be withdrawn prior to DecemB&Y .

Roth IRA Contributions — 2007 contributions must be completed by

April 15, 2008.

Section 529 Plan Contributions— December Flis the deadline to benefit from the lllinois state
income tax deduction for contributions to this pleBee article below.

UTMA Investments — If your child is between the age of 18 and 23 afullgime student, you may
want to sell their investments to benefit from lowisx rates available only through December 31st.
Make gifts to family or othersto utilize your tax-free $12,000 per donee giftailpwance for 2007.
Charitable Contributions must be made by December 31st, and don't forgattabe new docu-
mentation rules. See Page 2 for additional infeiona

GIVING THE GIFT OF EDUCATION

SECTION 529 ACTION PLAN

You might be familiar with 529 college savings @abut did savings. Contributions must be deposited no them December
you know you can qualify for an lllinois State imae tax deduc- 31%, and the money does not have to be held in theuatdor a

tion? A depositinto an lllinois sponsored Sect@9 specific length of time to obtain this tax savimgnefit.
plan works like this... You can contribute up to $Xi) All earnings are 100% free of Federal and lllinois
for joint filers/$10,000 for single filers and deduhat taxation!

amount on your lllinois tax return. The tax sadrage
3% of the amount deposited into the 529 account. F
example, a contribution of $20,000 from a joinefil
will yield a tax savings of $600.

So when grandparents or others ask what your child
needs for Christmas, suggest a gift that will dbote
to their long term success....... a contribution torthei
college education through a Section 529 plan. Most

A great feature of this plan is that other familgmbers plans offer a gift certificate or card suitable it giv-
and friends can contribute to your child’s accoamd ing. This is a great way to check one more thirfgred
each contributor can benefit from the lllinois ino® tax holiday shopping list!
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If you want tax deductions for  Gifts of $250 or more (either monetary or clothinghousehold
charitable contributions in 2007, items): The new law does not change the prior-law requsnet
you'll have to be more diligent  of obtaining a written acknowledgment from the dyaneporting
than ever before. Under new IRShe amount and date of the donation. The charitgtretate

rules, you can no longer deduct whether any goods or services were provided toiyoaturn
those few dollars (“folding and, if so, a value must be placed on those gopsdsruices.
money”) you dropped in a char- Strategy:Always obtain a written communication from the char
ity’s collection bucket without a receipt from tbkarity to back ity.

up your claim! As a general rule, all charitabittsgmust be sub-
stantiated.

Clothing and Household Items: To be deductible, clothing and

household items must be in “good used con- “WS

Cash Gifts under $250 Under prior rules, records such as a dition or better”. The law does not spell out/ _

diary or log made around the time of the what is meant by “good used condition or - m? -
I

donation could often be used as evidence of better”, or how such a condition can be vek=s]

your cash donation. Personal records like fied. However, a taxpayer may claim a de- [\ VAVA)
this are no longer sufficient. A cash contri é duction of more than $500 for any single -

bution, regardless of the amount, can no item, regardless of its conditignf the tax-

longer be deducted unless you have a banr* payer includes a qualified appraisal of the iterthwie return.
record of the contribution (such as a can- Strategy: The intent of this provision is to confine chari@abax
celed check, bank copy of a canceled check, bat&msent, or deductions to items that actually can be used. &&not claim
credit card statement containing the name of tleeitsh date, anda deduction for torn T-shirts or broken applianc€gt a receipt!
amount) or a written communication from the charity
Strategy:Instead of donating cash to a church or chagitye
checksor arrange for automatic weekly church contribuogio
from your bank account.

Volunteer Work: Charitable miles and un-reimbursed out-of-
pocket expenses are still deductible when serviggadified
charitable organization. However, adequate rectrgsove the
expenses and an acknowledgement from the chaatseguired.

There are several ways to earn income o Time Matters 10 years? Then you will have an additiopal
investments, but compounding may be An additional $6.83 doesn't $1,100 — benefit of 401k.
your most reliable path to wealth. If you . ¢5F : ' . .
put $1,000 under your mattress, it will stillv\/ sound like much, but things Compound Benefits

. ) change over time. After 10
be $1,000 a year later, but it probably wil ears at 12% sﬁ‘nplt\a/ intérest your $1 OOJhe above examples suggest the follow|ng
buy you a little less due to inflation. If yo \ '

lend th 16 a friend at 12% simpl ould be worth $2,200, which is the origi\f’\’a_yS to use Comp"“r.‘di”‘%
end the money to a friend a 6 SIMPl&na1 $1,000 plus 12%, or $120, multiplied 1© NCréase your earnings:

interest, at the end of the year you'll re- by 10 years. At 12% interest compounded Start saving and in-

ceive $1,000 plus $120 of interest, since monthly for 10 years, your $1,000 would vesting nowTime is

simple interest is computed only onthe o 01t $3.300, or half again’ as much as Your most powerful
principal. it would without monthly compounding. mump“t?r* alsol knO\;vn
Compound interest is computed on both After 30 years, your $1,000 would be ﬁfveset i;m?ov(?ul::tes?[h?[osrsjei'?/. our neetis
the principal and the interest earned. If yd¢prth $35,950! P 4

: : o . . _ and risk tolerance. Well-managed
invest the $1,000 in a bond that earns 12R/%1te of return is also important. Since after Mutual Funds are a great option for

intertehStItCO_Tl‘lpoun(;ﬁ/d T;?Zthl?’l?o/the ﬁrStlo years your $1,000 would be worth long-term growth.

g?fon NI w ear:n ;i 0100 i ho)’ .?Ir $3,300 at 12% interest compounded . Set up your investments to automat|-
FhoW youl nave $-, 7= F, WIIEh WIE —monthly, it would have earned $2,300. At cally reinvest interest and dividends

earn 1% interest in the following month, 6%, after 10 years the $1,000 would be carmed

only now the earnings will be $10.10. At th $1. 819 : lv $819 rath ,

interest on $1,020.10 ($1,000 plus $10 and 401(k) plans to the fullest possib
plus $10.10), and so on. By the end of thlow suppose the $1,000 came from your ~ €Xtent.

year, you'll have $1,126.83, or $6.83 momet wages. If you're in a 25% income taxf you'd like to learn more about com-
than you would earn if you loaned out thébracket, you earned $1,333 to get $1’00Cbounding, just give us a call. We'll be
money at the same rate but at simple  after taxes were withheld. But what if YOlhappy to review the numbers that apply fto
interest. could have invested the entire $1,333 foryqyr financial and investment decisions,
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Kathleen Casey-Kirschling has the distin§ocial Security for every person drawing

tion of being the first “baby boomer” to benefits in 1950 to 3.3 to 1 today, and

file for Social Security benefits. Born oneve’re going down to 2 to 1 by the time

second after midnight in January 1946, thee boomers retire in big numbers and

retired teacher’s application signals the that's about where it will stay over the

start of the expected avalanche by peopleng run.”

born 1946 through 1964. In what's bein Medicare are revamped, the massive b

called America’s “silver tsunami,” 10,00 ocial Security commissioner Michael den from retiringpaby boomersvill place

Americans a day will become eligible forAAstrue said there’s plenty of money in th?najor strains on the nation's budget and

Social Security benefits over the next ZO?ystem ”M\l _Unfortunately itis the ye economy. Reform of ounsustain-

years. for now” part of his statement that CON" able entitlement programshould be a
cerns most of us. Government Spend'ngpriority,” he said in prepared remarks to

the Economics Club of Washington. “Thy

imperative to undertake reform earlier

rather than later is great.”

David Walker, the comptroller general ofon Social Security and Medicare will in-
the Government Accountability Office, crease from about 7 percent of the total
warned the Social Security system will size of theJ.S. economyo almost 13

soon have more recipients coming than ipercent by 2030 and to more than 15 per
can afford to pay out. “We face a tsunamint by 2050. From our perspective, especially for

of spending due primarily to the retirement . boomers, your financial plans should in
of the baby boom generation and rising Eeder?l I;esfrved_cf_}?”?_an I?en Bernanl@ude the likelihood of Social Security
health care costs. So what's happened fecently declared: € liscal conse- benefits being less generous sometime |

we've gone from 16 workers paying into 44€Nces of these trends are 'a!fge and URe future.
g paying avoidable. UnlesSocial Securityand

There is a clear gap between how workers envisiadihg retirement
and what current retirees report, according tadysby the Employee

Beneflt Research Institute. Baby boomers have long been financially squeezed
" 50% of workers expect their largest source foreetent income | between aging parents and college-bound childiw
to come from their own savings, while only 24% efirees say many boomers are going to need to either delay
that’s actually the case retirement or work in retirement to pay for the seze,

" 28% of workers anticipate their largest source Idlla workplace |according to a survey of working Americans 45 afutéo
retirement savings plan such as a 401(k), whilg 68b of current by Putnam Investments.

retirees report that to be true 20% provide financial support to their parents
" A mere 14% of workers expect Social Security tdHsgr main " 45% of those with adult children provide, on avexag
income source, while 40% of retirees say it is financial support of $2,500 a year
Then again, maybe most workers aren't that far éffstudy by the " 25% pay rent or provide housing for their adult-chi
national Academy of Social Insurance (NASI) findattover the next dren
quarter century, Social Security will replace a bengercentage of " 44% of those supporting parents say they'll have tg
retirees’ pre-retirement income than it did in geest. NASI blames work in retirement and 26% say they’ll delay retire
the looming situation on taxes on Social Securéyddits unadjusted ment because their support
for inflation, rapidly rising Medicare premiums,chthe early “ Inheritances won't help. 17% have received inherit
retirement of many workers despite the postponedfagqualifying tance, but the median is $37,700.

for full Social Security benefits.
Journal of Financial Planning, October 2047 Journal of Financial Planning, May 20p7
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New legislation was signed this past Magne-half of the amount of their support needs).

which increases the taxation, starting in .
2008, on full-time students under age 24S_trategles: (1) For those under age 24, and at least age 18, sell

This was the second time in 12 months Nvestments prior to December®34o the income can be taxed at

Congress extended the reach of the so-called kidsljavhich the lower 2007 tax rate42) Start or redouble your efforts in

biect hild’s i to his/h ts' hidhe rate. puttirjg money in Section 529 college sgvings plecoants.
subjects a child's income to his/her parents” higag rate Qualified withdrawals for higher education are feee and there-

For 2007, investment income for a child 17 yeadsaslyounger fore wouldn’t be subject to the kiddie tax.
(as of December 3% above $1,700 is subject to his parents’
higher tax rate. Starting in 2008, the age limitthe kiddie tax
will rise to 18 and under, or age 23 and undehefc¢hild is a ful
time student. There are some exceptions for kitts paid jobs
(applies only to children whose earned income chat€xceed

Section 529 Plan Account Benefits — Besides geingrédx-free
I- earnings, 529 monies are viewed more favorablyifancial aid
purposes. This is because 529 accounts are tragtegrents’

assets, whereas UTMA accounts are treated as illdés@ssets.

CELEBRATING 25 YEARS This past summedfarma Otten and her husband, Nick, were

blessed with their second child. Eric was borneJ2€' and was
IN BUSINESY! welcomed by his big sister, Amanda. Karima Certified Finan-
cial Planner™ and is often the first person indixts are di-
Tom began offering financial services in 1983. bfigective was rected to when contacting our office for adviceari®a and Tom
to help individuals grow their net worth and make best use of work jointly on all individual’s financial/investnm strategies
their financial resources. He has committed hiirf®ss to main-and tax matters.
taining high standards of technical competenceiategrity in

addition to a personal service which is trustworfiigndly and We welcome Terry Trauner to our office as our
courteous. The firm has steadily grown and isentty manag- full-time administrative assistant. When you
ing over $200 million in assets. contact our office, Terry is typically the first

person to greet you. She and her husband Bob
live in Wheaton, and their children (Matthew,
Carolyn and Jeffrey) are all in college — yikes!

Tom is forever grateful for the trust and suppasdrfds and cli-
ents have extended to him through the years. lgaick to point
out that he feels blessed to have a career thag$him so much
enjoyment. Anyone who has met Tom can attestedatt that

he is genuinely enthusiastic about assisting oﬁlmemeeting Thomas A. Morrison, CPA, CEPis a registered principal and Karma A. Otten,
O . L CFP” is a registered representative of Morrison Inwests, Inc., Member

their financial goals and objectives. FINRA and SIPC.

Tom and Joan are experiencing being “empty nesteyd’eslie  The articles and opinions in this publication ace §eneral information only and

is married and is a Kindergarten teacher, RossSisraor at are not intended to provide specific advice or racwendations for any individ-

Vanderbilt University and Brooke is a Freshman ayIBr ual. Before any action is taken based upon thizrimation, it is essential that

competent, individual, professional advice be aigdi Entire publication copy-

University. right 2007. All rights reserved.

Morrison Financial Services

620 W. Roosevelt Road, Suite C2
Wheaton, IL 60187
(630)752-1155
Morrison@MFSAdvisor.com



