Tax Year 2011 Changes
Due Date of Return

The due date for the US Individual Income Tax Return for Tax Year 2011 is April 17, 2012. The due date is April 17, instead of April 15, because April 15, 2012 is a Sunday and April 16, 2012, is the Emancipation Day holiday in the District of Columbia.
Scope changes
· Lump-sum social security payments are in-scope

Standard deduction 
· MFJ - $11,600 (up $200)
· Head of Household and $8,500 (up $100) 
· Single/MFS - $5,800 (up $100)
The additional standard deduction for the aged and blind will be $1,450 for singles and move up to $1,150 for married taxpayers.
Personal/Dependency Exemption

· $3,700 (up $50)
Earned Income Credit
Earned Income and adjusted gross income (AGI) must each be less than:

· $43,998 ($49,078 married filing jointly) with three or more qualifying children 

· $40,964 ($46,044 married filing jointly) with two qualifying children 

· $36,052 ($41,132 married filing jointly) with one qualifying child 

· $13,660 ($18,740 married filing jointly) with no qualifying children

Tax Year 2011 maximum credit:
· $5,751 with three or more qualifying children 

· $5,112 with two qualifying children 

· $3,094 with one qualifying child 

· $464 with no qualifying children 

Investment income must be $3,150 or less for the year.
Advance EITC no longer exists.
Standard Mileage Rates

The standard mileage rates for the use of a car (also vans, pickups or panel trucks) from January 1, 2011-June 30, 2011 will be:

· 51 cents per mile for business miles driven 

· 19 cents per mile driven for medical or moving purposes 

· 14 cents per mile driven in service of charitable organizations ​​​​​​​​​​​​​​​​

The standard mileage rates for the use of a car (also vans, pickups or panel trucks) from July 1, 2011-December 31, 2011 will be:
· 55.5 cents per mile for business miles driven 

· 23.5 cents per mile driven for medical or moving purposes 

· 14 cents per mile driven in service of charitable organizations ​​​​​​​​​​​​​​​​

The AGI limit for the retirement savings contributions credit: 
· $56,500 for married filing jointly
· $42,375 for heads of household
· $28,250 for singles or married filing separately 
Deductible Long-Term Care Premium Limits Increased

For 2011, the maximum amount of qualified long-term care premiums includible as medical expenses has increased.  Qualified long-term care premiums up to the amounts shown below can be included as medical expenses on Schedule A (Form 1040) Itemized Deductions. The limit on premiums is for each person.
· $340 - Age 40 or under 

· $640 - Age 41 to 50 

· $1,270 - Age 51 to 60 

· $3,390 - Age 61 to 70 

· $4,240 - Age 71 and over 

Extended Tax Benefits

· Tax-free distributions from certain individual retirement plans for charitable purposes (through 2011)
· Deduction for educator expenses in figuring AGI (through 2011)
· Tuition and fees deduction in figuring AGI (through 2011)
· Itemized deduction for state and local general sales taxes (through 2011)
· American Opportunity Tax Credit (through 2012)

· Child tax credit of $1,000 and the earned income threshold of $3,000 for the child tax credit (through 2012)

· Private mortgage insurance deduction (through 2011)

· Nonbusiness energy property credit (with some limitations) (through 2011)

· EITC increased credit for three or more qualifying children (through 2012)
Nonbusiness Energy Property Credit

This credit has been extended for 1 year with a reduced rate of 10%. Amounts provided by subsidized federal, state, or local energy financing do not qualify for the credit. The energy-efficiency standards for qualified natural gas, propane, or oil furnaces, or hot water boilers have been increased. 

For 2011, the credit is limited as follows.

· A total combined credit limit of $500 for all tax years after 2005 (Form 5695, Part I).

· A combined credit limit of $200 for windows for all the amount of your tax years after 2005.

· A maximum credit for residential energy property costs of $50 for any advanced main air circulating fan; $150 for any qualified natural gas, propane, or oil furnace, or hot water boiler; and $300 for any item of energy-efficient building property.

Temporary Decrease in Employee’s Share of Payroll Tax

In 2011, social security tax is withheld from an employee’s wages at the rate of 4.2% (down from 6.2%) up to the social security wage limit of $106,800. There is no change to Medicare withholding.

The same reduction applies to net earnings from self-employment – the temporary rate is 10.4% (down from 12.4%) up to the social security wage limit of $106,800. The method of figuring “one-half of self-employment tax” for adjusted gross income changed slightly. A worksheet was developed to compute the deduction.
Form 1099-B

Form 1099-B, Proceeds From Broker and Barter Exchange Transactions, includes five new boxes:

• Box 1b to report the date of acquisition

• Box 3 to report cost or other basis

• Box 5 to report the amount of loss disallowed due to a wash sale

• Box 6 to report whether the property sold is a noncovered security, and

• Box 8 to report whether the gain or loss is short-term or long-term.
Brokers must complete boxes 1b, 3, 5, and 8 when reporting sales of securities unless box 6 is checked. In addition to these changes, other boxes on the form were either moved or renumbered.

Form 8949

A new Form 8949, Sales and Other Dispositions of Capital Assets, contains all capital gain and loss transactions.  Transactions will no longer be reported directly on Schedule D. The subtotals from Form 8949 are carried over to Schedule D, where gain or loss is calculated in aggregate.
Using a checkbox in Part I and Part II, the taxpayer identifies short and long-term transactions in these categories:

• Form 1099-B, box 3, shows basis

• Form 1099-B, box 3, does not show basis

• Transactions not reported on Form 1099-B

Only one box may be checked in each Part; a taxpayer with more than one type of transaction must file a separate Form 8949 for each type.
Schedule D

Schedule D, Capital Gains and Losses, was revised to allow for changes made to Form 1099-B and the new Form 8949. Individual transactions will no longer be listed on Schedule D. The Short and Long-Term sections of the revised Schedule D separates the three types of transactions carried over from the Form 8949 to the Schedule D. Form 8949 replaces Schedule D-1.
Qualified Medical Expenses

For HSA, MSA, FSA, and HRA purposes, a medicine or drug will be a qualified medical expense only if the medicine or drug:

• Requires a prescription

• Is available without a prescription (an over-the-counter medicine or drug) and you get a prescription for it, or

• Is insulin

This applies to amounts paid after 2010. However, it does not apply to amounts paid in 2011 for medicines or drugs purchased before January 1, 2011.
Increase in Additional Tax on Certain Distributions Not Used for

Qualified Medical Expenses

The tax on distributions from health savings accounts (HSAs) and Archer

MSAs made after December 31, 2010, that are not used for qualified medical

expenses, is increased to 20%.

