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Start Preparing Now for Next Tax Season 





The 2003 tax season is officially over and now is the time to look back at the preparation of your 2003 income tax return and review what transpired. How prepared were you? What could you have done to make the process easier for both you and your tax professional? 





Chuck Henderson, EA, president of the Arizona Society of Enrolled Agents, has these suggestions that would make both the appointment and the return a better result. 





When you buy stocks or mutual funds keep the proper documentation for the purchases. Many clients assume that the fund managers or their investment “advisors” are doing this. Henderson advises anyone that decides to buy stocks, mutual funds, or other investment devices to take the added time to keep records of all transactions. 





"Do not assume that someone else is doing it. This applies especially to mutual funds in which the dividends are reinvested each year," he said. "Many taxpayers do not realize that they are paying the taxes on these gains each year and as such are added into their cost basis when it comes time to sell. Often, because of a lack of documentation, they may pay income taxes again on the same investment. Take the time to track and monitor your investments." 





When making charitable cash donations, you must be able to prove it. There is a common belief that the IRS has a “standard” amount of deductions that taxpayers can take without any supporting documentation. The fact is is that there is no such amount and you can only deduct what you have receipts for. “For example, if you put in $10 in cash in the collection basket each week, you must prove it with proper documentation,” said Henderson. He advises taxpayers to register with their church and use the envelopes they provide so that whether it is cash or check, the church will keep track of their contributions and provide them a statement at the end of the year if their total giving is over $250 for the year. 





When making non-cash contributions, find out the value of the items to be donated. “Many of my clients will have a receipt from the Salvation Army or Purple Heart that is left blank with no amount entered as to the value of such donations” explained Henderson. Often, this is done with items underestimated. He suggests that "for all future donations of this kind, make an itemized list of everything given (e.g., 2 pairs of mens dress pants, etc.) and price the donations using tax publications that are available to value such items. Very often the amount of the gift is a lot larger than originally thought.





"Remember that time is money and the better you are with your documentation the less time is needed to prepare your return. Thorough prep work could save you money on professional fees," Henderson said. 





For help with your particular situation, consult an Enrolled Agent.  Enrolled Agents are tax practitioners who are licensed by the U.S. Department of the Treasury to represent taxpayers before the IRS for audits, collections, and appeals. EAs provide tax preparation, tax advice, and tax planning services in addition to helping taxpayers resolve problems with the IRS.  Call the Arizona Society of Enrolled Agents' toll-free referral line at (866)298-2977 or log onto www.aztaxpros.org to find a qualified Enrolled Agent in your area.
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