
The government has enacted tax legislation to lower rates and try to stimulate 
the economy. Many of these tax law changes will affect your personal and 
business financial plans. We handle these tax changes for our clients, but 
wanted to provide some basics: 

            1. Lower Tax Brackets 

            The new 10% bracket takes the place of the lower part of the 15% 
bracket. The 10% rate applies to the first $6,000 of taxable income for a Single 
filer, $10,000 for Head of Household, and $12,000 for Married Joint. After that the 
15% bracket kicks in. The top end of the 15% bracket remains the same, except 
for annual indexing for inflation. 

Old Rates 28% 31% 36% 39.6% 
New Rates 27.5% 30.5% 35.5% 39.1% 
  

            3. Marriage Penalty Relief 

            The marriage penalty is being reduced in several different ways over the 
next decade. Since 2005, the Married Joint standard deduction has been 
gradually be raised until it equals two times the Single standard deduction in 
2009. Similarly, the top end of the 15% bracket began increasing in 2005 until it 
reaches two times that of the single 15% bracket in 2008. In addition, the Married 
Joint income phase out limitations for the Student Loan Interest Deduction and 
for the Education IRA, will be raised to two times the Single amount effective in 
2002. 

            4. Education IRA 

            Since 2002, the maximum contribution has increased to $2,000 (up from 
$500), the gross income phase out range for joint filers will equal two times that 
of single filers at $190,000-$220,000 (up from $150,000-$160,000), the 
contribution deadline will be extended to April of the following year (instead of 
year end), and the funds may be used for elementary and secondary school 
tuitions, supplies, etc. (in addition to college expenses). 

            5. Increased IRA Limits 

            Maximum annual IRA contributions will be increased according to the 
following schedule: 

Tax Year Maximum 
2002-2004 $3,000 
2005-2007 $4,000 
2008 $5,000 
    

 


