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Save Tax by Filling Up Your Bracket

As the third quarter of 2010 comes to a close,
you probably have a good idea of your income
for the year. By matching your projected
income with fedéral tax brackets, you may be
able to make some rax saving moves.

The 2010 rax rates are listed
subsequently. These rates are for taxable
income, after you have taken your
deductions:

Single Joint

Filers Filers
10%, up to $ 8,375 $16,750
15%, up to 34,000 68,000
25%, up to 82,400 137,300
28%, up to 171,850 209,250
33%, up to 373,650 373,650
35%, over 373,650 373,650

If you will be in the 10%,
15%, or 25% brackets this
year, consider filling up these
relatively low brackers. Even
if you are in a higher bracket,
you can suggest some of these
strategies to a lower income
child, parent, or other loved
one.

Take traditional IRA
distributions

If you are at least age 59,
you generally can tap your traditional IRA
without owing the 10% early withdrawal
penalty. By filling up your tax bracket, you
might receive some needed funds at an
arrracrive rax rare.

Example 1: Ralph and Bonnie Clark
are both 60 years old. They have taken
early retirement but can’t begin to collect
Social Security benefits before age 62. For
2010, they project their taxable income at
$50,000. The Clarks will be able to rake
up to $18,000 from one or both of their
traditional IRAs by year end. They will
owe tax on these withdrawals at only 15%,
as long as their taxable income remains no
higher than $68,000.

As mentioned, this strategy might not
work well if you are under age 59% because
of the 10% early withdrawal penalty.
However, several exceptions to the penalty
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