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MONEY MANAGEMENT

Are You Doing All You Can To Reduce Your Taxes?
very day that you delay tax planning can cost you plenty In overlooked tax 
opportunities. To find out If 5rou are doing all you can to trim you taxes, the 
North Carolina Association of CPAs suggests that you review these mld- 
yem tax tips.

Defer Income, Accelerate Deductions Jf...
Effective tax planning begins with knowing how and when to defer Income and 

accelerate deductions. Under this classic tax strategy, you reduce taxes by post
poning Income until a later year. At the same time, you try to offset current In
come by Increasing the amount of deductions you can claim right away. This tax 
strategy works best when you expect federal income tax rates or your 
personal tax bracket to remain the same or decrease in a subsequent 
year.

If you decide that deferring Income will work for you this year, you may want to 
ask your employer to delay a year-end bonus or commissions until after Decem
ber 31, 1990. Another option Is to defer Interest Income by buying short-term 
government securities or certificates of deposit that mature sometime next year.

On the other hand. CPAs point out that if you expect tax rates or your personal 
Income to Increase In 1991, you may reap greater tax benefits by accelerating In
come and deferring deductions to next year, when they may be more valuable. 

Contribute To A 401 fk)
In 1990, you can contribute up to $7,979 to a 401 (k) plan. Whatever amount you 

deposit automatically reduces the amount of Income on which you are taxed. If 
your employer doesn't offer a 401(k), find out If you can still deduct your contribu

tions to an Individual Retirement Account (IRA). Earnings on 
both types of accounts grow tax-deferred.

Make Interest Less Taxing
Another way to earn tax-deferred or even tax-free Interest Is 

by choosing the right type of Investment. For example. If you 
buy tax-exempt municipal bonds issued In your state, the In

terest will be free from 
federal and state Income 
taxes. Other tax- 
advantaged Investments 
Include U.S. EE Savings 
Bonds and treasuries. 

Keep In mind that If you 
are In the 28% bracket, a tax-free 

Investment earning 7% is the equiv
alent of an Investment with a 9.72% 

taxable yield.
Shift Income and Save 

You may be able to save taxes and build college funds for 
your children by transferring assets Into their names. Any interest and dividends 
earned by a child age 14 or older are taxed at the child's rate, usually 15 percent. 
For children under age 14, the first $500 of unearned Income is tax-free, the next 
$500 Is taxed at their lower rate, and unearned Income In excess of $1,000 Is 
taxed at the parent's highest marginal rate.

Reduce Consumer Loans
Credit costs more than ever. This year, you can deduct only 10 percent of the In

terest charged on personal loans, credit card accounts, or unpaid tax bills. Next 
year, the d^uctlon will disappear completely.

To eliminate you consumer debt, consider liquidating some of your Investments. 
You can then borrow funds to finance other Investments. Keep In mind that inter
est on investment loans Is fully deductible up to the amount of your net invest
ment income. In1990, you can ^so deduct up to 10 percent or $1,000 of the Inter
est In excess of your net Investment Income. Alternately, you can use the 
proceeds of a home equity loan to pay off your person debt. Remember, you can 
still deduct Interest on home equity loans of up to $100,000.

Make Your Age Work For You
Your age may be the key to imlocklng the profits In your home. If you are at least 

age 55 and meet certain ownership and use requirements, you can exclude from 
taxable Income up to $125,000 of the profit realized from selling your principal 
home. Note that this excluslon-of-galn provision is available onty once In a life
time per person oj couple. So, If you plan to many and you have not yet claimed 
the exclusion, find out whether your prospective spouse has. Otherwise, you may 
end up carelessty forfeiting this valuable tax break.

Offset Rental Income
If you expect your rental projjerty to generate taxable Income, you may want to 

accelerate or Increase some of your allowable operating expenses, such as re
pairs, advertising costs, fire and liability Insurance, and even maid service. Keep 
In mind that taxpayers with an adjust^ gross Income (AGI) of $100,000 or less 
can still deduct up to $25,000 In passive losses. Including those associated with a 
rental property that they actively manage. For owners with AGIs over $100,000, 
the $25,000 active rental loss allowance is reduced by 50 cents for every dollar of 
Income. Once an owner's AGI exceeds $150,000, the allowance Is totally phased 
out

Donate To Charity
If you itemize, charitable contributions remain deductible. And there's a bonus 

if you donate appreciated property: you can deduct the full value of the asset and 
avoid pa5ring tax on Its appreciation at the same time. (But be warned, such gifts. 
may make" you wlnefable t6 the Altematfve'Minimum Teix.) Itl addition to gifts of 
property, you can deduct expenses associated with volunteer activities. Including

transportation costs.
Check Your Withholding
Make sure that you are withholding enough tax from your paychecks. This year. 

If you fall to set aside at least as much tax as you owed In 1989, or at least 90 per
cent of your 1990 tax llablUly, you will be hit with a penalty on the underpajrment. 
If your withholding Is way off the mark, CPAs advise you to update your W-4 right 
away.
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SOMETHNG
It takes a lot of products and 
services to keep a major electric 
utikty going. So naturally, we 
look for the best quality, prices 
and service available.

And we’ve found that’s 
exactly what minority and 
female-owned companies offer.

So do us a favor. Let us 
know the kind of products or 
services you’re selling. Just 
write Charles Grobusky Pro
curement, Services an(i Ma
terials Dept., Duke Power 
Company, PO. Box 33189,
Charlotte, NC 28242.

We want to hear from you. 
Because buying from minority 
and female-owned companies 
is good for one veiy important 
business: Our’s.
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