
1040 Tax Tips
You don't want to pay more in tax 
than you have to. That means 
taking advantage of every 
deduction and credit that you're 
entitled to. You also need to 
recognize potential opportunities 
to save. So here are a few things 
to keep in mind this filing season.

There's still time to contribute to an IRA

You generally have until the due date of your 
federal income tax return (April 18 this year) to 
make contributions to either a Roth IRA or a 
traditional IRA for the 2010 tax year. That 
means there's still time to set aside up to 
$5,000 ($6,000 if you're age 50 or older) in one 
of these retirement savings vehicles. It's worth 
considering, in part because contributing to an 
IRA can have an immediate tax benefit. That 
benefit comes in the form of a potential tax 
deduction--with a traditional IRA, if you're not 
covered by a 401(k) or another 
employer-sponsored retirement plan, you can 
generally deduct the full amount of your 
contribution. (If you're covered by an 
employer-sponsored retirement plan, whether 
or not you can deduct some or all of your 
traditional IRA contribution depends on your 
filing status and income.)

It's a little different with a Roth IRA; if you 
qualify to make contributions to a Roth IRA 
(whether you can contribute depends on your 
filing status and income), the contributions you 
make aren't deductible, so there's no effect on 
your 2010 taxes. Nevertheless, a Roth IRA may 
be worth considering because qualified Roth 
distributions are completely free from federal 
income tax.

Individuals with lower incomes may also be 
able to qualify for a tax credit of up to $1,000 
when they contribute to a traditional or Roth 
IRA.

Decision time on 2010 Roth 
conversions

If you converted funds from a traditional IRA or 
an employer plan like a 401(k) to a Roth in 
2010, you can report half the income that

results from the conversion on your 2011 
federal income tax return, and half on your 
2012 federal income tax return. Good deal, 
right? Sure. But in some cases, you might be 
better off making an election to claim the entire 
amount on your 2010 return instead. This could 
be true if, for example, your 2010 taxable 
income is significantly lower than you think it 
will be in 2011 and 2012, or if you've got 
unusually high deductions for 2010.

Other considerations for 2010 returns

• For the first time in many years, itemized 
deductions and dependency exemptions will 
not be reduced for high-income individuals.

• If you claim a large number of dependency 
exemptions, deductible medical expenses, 
state and local taxes, or miscellaneous 
itemized deductions, you're more likely to be 
subject to the alternative minimum tax (AMT), 
essentially a parallel federal income tax 
system with its own rates and rules.

• If you purchased a new home in the first half 
of 2010, check to see if you meet the timing, 
purchase price, and income requirements to 
qualify for the first-time homebuyer tax credit, 
worth up to $8,000. Even if you weren't a 
first-time homebuyer, it's still possible to 
qualify for a tax credit of up to $6,500 if you 
maintained the same principal residence for 
five out of the eight years preceding the 
purchase, and meet all other requirements.

• If you made energy-efficient improvements to 
your home in 2010 (e.g., new windows, a new 
furnace), you might be entitled to a 30% tax 
credit, up to $1,500. Check the requirements 
closely, though, and note that if you claimed 
the full $1,500 credit in 2009 you can't claim 
the credit for 2010.

Legislation in late December extended a host of 
expiring tax credits, deductions, and provisions, 
so it could pay to take a little extra time to 
carefully review IRS instructions this year. And 
as always, if you have questions, discuss your 
situation with a tax professional.
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Hi Everyone,
Just an update on a couple
of items.

My new email address is
bcoan@nationsfg.com and
our new website address is
www.midamericasecs.com/. 

The website has a lot of
great content, i.e. calculators
and market information,
charts & quotes. Take some
time to visit it. 

Cara Keller is my new
administrative assistant. She
is very excited about working
for MidAmerica Securities
and is looking forward to
assisting you with your
questions. 
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Estate Tax Update
Once again, Congress waited until the eleventh 
hour to extend, patch, and reinstate old tax 
laws, and once again, they made most changes 
temporary (generally, for two years). The Tax 
Relief, Unemployment Insurance 
Reauthorization, and Job Creation Act of 2010 
(the 2010 Tax Act), signed into law on 
December 17, 2010, dramatically changes the 
federal transfer tax landscape. The biggest 
news: the estate and generation-skipping 
transfer (GST) taxes have been reinstated for 
2010. And, to the delight of some and great 
disappointment of others, for 2010 through 
2012, the estate tax exemption equivalent 
amount is increased to $5 million (indexed for 
inflation in 2012), and the top estate tax rate is 
set at 35%. Here is a brief summary of all the 
changes.

For 2010

For 2010, the federal gift tax is unchanged by 
the 2010 Tax Act. The gift tax remains in force 
with an exemption equivalent amount (called 
the "applicable exclusion amount") of $1 million 
and a top tax rate of 35% (also, remember that 
if you file as single, you can exclude gifts of up 
to $13,000 per recipient, or if you're married 
and file jointly, you can exclude gifts of up to 
$26,000 per recipient).

The estate tax has been reinstated for 2010, 
with a "basic" exclusion amount (the name has 
been changed from the "applicable" exclusion 
amount) of $5 million. That translates into a tax 
credit of $1,730,800. The top estate tax rate is 
35%.

The 2010 Tax Act gives estates of decedents 
dying after December 31, 2009, and before 
January 1, 2011, the option to elect to apply (1) 
the reinstated estate tax with a step-up (or 
step-down) in basis, or (2) no estate tax with a 
modified carryover basis. The modified 
carryover basis allows an increase in basis of 
$1.3 million, plus an additional $3 million for 
property that passes to a surviving spouse.

The GST tax (a separate tax on assets 
transferred to grandchildren and lower 
generations) has also been reinstated, but at a 
rate of zero percent.

Note: The 2010 Tax Act provides an extension 
of sorts to pay estate taxes for decedents dying 
after December 31, 2009, and before the date 
of enactment of the 2010 Tax Act. The due date 
for filing an estate tax return, paying estate 
taxes, or disclaiming an interest in property 
passing to a beneficiary from a decedent's 
estate is nine months after the date of 
enactment of the 2010 Tax Act.

Note:  IRS Form 8939 is necessary to allocate 
the $1.3 million basis adjustment allowed for 
any heirs and the additional $3 million basis 
adjustment allowed for surviving spouses of 
decedents who die in 2010. Originally, the form 
was due on the same date as the decedent's 
final income tax return (April 18, 2011). The 
2010 Tax Act also extends this deadline to nine 
months after the Act becomes effective. 

For 2011 and 2012

For 2011 and 2012, the gift tax is reunited with 
the estate tax. There is a lifetime basic 
exclusion amount of $5 million (which will be 
indexed for inflation in 2012). The top tax rate is 
35% (for taxable gifts/estates in excess of 
$500,000).

The basic exclusion amount is portable (new in 
2011). That means a surviving spouse can use 
that portion of the exclusion that was left 
unused by a deceased spouse. This "deceased 
spousal unused exclusion amount" (DSUEA) is 
available only from the estate of a spouse who 
dies in 2011 or 2012. For gift tax purposes, the 
DSUEA is available for an unlimited number of 
deceased spouses. But there can be only one 
DSUEA at a time. For gift tax purposes, the 
DSUEA is determined on the last day of the 
year using the DSUEA of the last deceased 
spouse as of such date. For estate tax 
purposes, however, the DSUEA is available 
only from the last deceased spouse as of the 
date of death of the surviving spouse. Thus, the 
DSUEA can change if the surviving spouse 
remarries, and is then widowed for a second 
time.

Note: An election is required on the estate of 
the first spouse to die in order to preserve the 
ability of the surviving spouse's estate to use 
the DSUEA.

The GST tax rate for transfers made after 2010 
is equal to the highest estate tax rate in effect 
for the year. The GST exemption for 2011 is $5 
million, which will be indexed for inflation for 
2012.

Note: The GST tax exemption is not portable.

For 2013 and beyond

If there is no further legislation, the changes 
described above will sunset after 2012. The 
transfer tax rules that were in effect in 2000 will 
apply for 2013 and beyond. That means a gift 
and estate tax exemption equivalent amount of 
$1 million and a top tax rate of 55%.

For 2010 through 2012, 
there is an estate tax 
exemption equivalent 
amount of $5 million 
(indexed for inflation in 
2012), and the top 
estate tax rate is 35%.

You can also make 
federal tax-free gifts by 
paying for someone 
else's medical expenses 
or college tuition. 
Payments must be 
made directly to the 
medical care provider 
or educational 
institution, and other 
requirements may 
apply.

Page 2



Retirement Plan and IRA Limits for 2011
Many retirement plan and IRA limits are 
indexed for inflation each year. Some of the key 
numbers for 2011 are discussed below.

Elective deferrals

If you're lucky enough to be eligible to 
participate in a 401(k), 403(b), 457(b), or 
SAR-SEP plan, you can make elective deferrals 
of up to $16,500 in 2011, unchanged from 
2010. If you're age 50 or older, you also can 
make a catch-up contribution of up to $5,500 to 
these plans in 2011 (also unchanged from 
2010). (Special catch-up limits apply to certain 
participants in 403(b) and 457(b) plans.)

If your 401(k) or 403(b) plan allows Roth 
contributions, your total elective contributions, 
pretax and Roth, can't exceed $16,500 
($22,000 with catch-up contributions). You can 
split your contribution any way you wish. For 
example, you can make $9,500 of Roth 
contributions and $7,000 of pretax 401(k) 
contributions. It's up to you.

If you participate in a SIMPLE IRA or SIMPLE 
401(k) plan, you can contribute up to $11,500 in 
2011 (unchanged from 2010). If you're age 50 
or older, the maximum catch-up contribution to 
a SIMPLE IRA or SIMPLE 401(k) plan in 2011 
is $2,500 (unchanged from 2010).

IRA limits remain the same for 2011

The amount you can contribute to a traditional 
or Roth IRA remains at $5,000 (or 100% of your 
earned income, if less) for 2011, and the 
maximum catch-up contribution for those age 
50 or older remains at $1,000. You can 
contribute to an IRA in addition to an 
employer-sponsored retirement plan. But if you 
(or your spouse) participate in an 
employer-sponsored plan, your ability to deduct

Contribution limits: 2011 tax year*

Plan type Annual dollar 
limit

Catch-up 
limit

401(k), 
403(b), govt. 
457(b) plans

$16,500 $5,500

SIMPLE 
plans $11,500 $2,500

Traditional 
and Roth 
IRAs

$5,000 $1,000

*Contributions can't exceed 100% of your 
income. Special catch-up rules apply to 403(b) 
and governmental 457(b) plans.

traditional IRA contributions may be limited, 
depending on your income. Roth contributions 
are also subject to income limits.

Some other key numbers for 2011

For 2011, the maximum amount of 
compensation your employer can take into 
account when calculating contributions and 
benefits in qualified plans (and certain other 
plans) is $245,000 (unchanged from 2010).

The maximum annual benefit you can receive 
from a defined benefit pension plan is limited to 
$195,000 in 2011 (unchanged from 2010).

And the maximum amount that can be allocated 
to your account in a defined contribution plan 
(for example, a 401(k) plan or profit-sharing 
plan) in 2011 is $49,000 (also unchanged from 
2010), plus age-50 catch-up contributions. (This 
includes both your contributions and your 
employer's contributions. Special rules apply if 
your employer sponsors more than one 
retirement plan.)

Income phaseout range for determining 
deductibility of traditional IRA contributions in 
2011

1. Covered by an 
employer plan

Single/head of 
household

$56,000-$66,000 
(same for 2010)

Married filing jointly
$90,000-$110,000 
($89,000-$109,000 
for 2010)

Married filing 
separately $0-$10,000

2. Not covered by an 
employer plan, but 
filing joint return with 
a spouse who is 
covered

$169,000-$179,000 
($167,000-$177,000 
for 2010)

Income phaseout range for determining ability 
to fund Roth IRA in 2011

Single/head of 
household

$107,000-$122,000 
($105,000-$120,000 
for 2010)

Married filing jointly
$169,000-$179,000 
($167,000-$177,000 
for 2010)

Married filing 
separately $0-$10,000

Many retirement plan 
and IRA limits are 
indexed for inflation 
each year. Most of the 
limits for 2011 are 
unchanged from 2010.
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What is dollar cost averaging?
Dollar cost averaging is a 
popular technique for 
investing a fixed dollar 
amount in a security at 
regular intervals. Although 
the strategy can't protect you

from loss in a declining market or guarantee 
that your investment will gain, it does eliminate 
the need to decide when to invest, thus 
requiring no effort to "time" the market.

To be effective, dollar cost averaging requires 
you to invest the same amount in a particular 
security on a regular basis, even through 
periods of market decline. By doing so, your 
money will automatically buy more shares when 
the price of the security is low and fewer shares 
when the price is high, thus potentially 
decreasing your average price per share.

The table illustrates how price fluctuations can 
yield a lower average cost per share when you 
invest the same dollar amount regularly. The 
average market price per share over the 
five-month purchasing period is $20 per share 
($25 + $20 + $10 + $20 + $25 = $100, divided 
by 5 = $20). However, because the regular 
amount of the monthly investment buys more

shares at the lower share prices, the average 
purchase price per share is $17.85 ($1,000 
divided by 56 shares purchased = $17.85).

Regular 
investment

Price per 
share

Shares 
purchased

$200 $25 8

$200 $20 10

$200 $10 20

$200 $20 10

$200 $25 8

$1,000 total
Average 
market 
price: $20

56 total 
shares

Note: This example is for illustrative purposes 
only, and does not represent any particular 
investment. Since dollar cost averaging 
involves continuous investment in securities 
regardless of fluctuating price levels of such 
securities, you should consider your financial 
ability to continue purchases through periods of 
low price levels.

What is systematic investing?
As its name implies, 
systematic investing is the 
process of investing a 
portion of income on a 
regular basis. A systematic 
investing plan allows you to

take advantage of periodic investment 
techniques, such as dollar cost averaging. 
Automatic investing plans are useful because 
the transactions are made by others and the 
temptation to divert funds (out of sight, out of 
mind) is reduced.

An employer-sponsored retirement plan like a 
401(k) or 403(b) is one of the most common 
examples of a systematic investing plan. 
However, some employers also allow 
employees to take advantage of the 
convenience of regular payroll deductions to 
contribute to an IRA or another type of account, 
or to purchase company stock. Check with your 
employer to see what options are available to 
you.

An automatic investment plan (AIP) is a system 
in which you authorize a fixed number of shares 
of stock or mutual funds to be purchased, or a 
fixed number of dollars invested, at set

intervals. You can set this up through a broker, 
who can help you decide how many shares to 
buy or how much money to invest, how often, 
and in what stock(s) or fund(s), or you can 
establish the plan yourself. You can arrange to 
have your investment money automatically 
deducted from your paycheck or transferred 
from your bank or other cash account monthly, 
quarterly, or however often you choose. AIPs 
can be especially effective if you want to make 
regular contributions to an IRA.

A dividend reinvestment plan (DRIP) is the 
automatic reinvestment of shareholder 
dividends into more shares of the company's 
stock. Some companies absorb most or all of 
the applicable brokerage fees, and some also 
discount the stock price.
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Securities and Advisory Services are offered 
through Nations Financial Group, Inc (NFGI) 
member FINRA, SIPC. MidAmerica 
Securities Mgt Co and NFGI are not 
affiliated.

The material has been prepared or is 
distributed solely for information purposes 
and is not a solicitation or an offer to buy any 
security or instrument or to participate in any 
trading strategy. NFGI did not assist with the 
preparation of the content in this newsletter, 
and its accuracy and completeness are not 
guaranteed. The opinions expressed in this 
newsletter are those of the author(s) and are 
not necessarily those of NFGI. Any 
information provided is general in nature and 
is not tailored to your individual investment 
objectives or needs or relate to any specific 
investments. Any investment(s) or strategies 
discussed may not be suitable for all 
investors. Investors must make their own 
decisions based on their specific investment 
objectives and financial circumstances. 

Although general information about the 
potential impact of taxes on various 
investment scenarios and/or estate planning 
may be provided, it should be made clear 
that NFGI and MidAmerica Securities Mgt 
Co do not offer any legal or tax advice.


