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SrEETRATRSTO T A Better Deal Than Tax Deduction

Did you know that a tax deduction only lowers your taxable income
but a tax credit actually lowers your tax bill by the full amount of
the tax credit? A tax credit was established in 2002 to help low- to
Y moderate-income individuals and families save for their retirement.
Indeed, news reports estimate that 83 percent of Americans know
f very little about this Saver’s Tax Credit.
L The difference between a tax deduction and this tax credit is exactly

what makes the Saver’s Tax Credit such a great deal for the individuals
and families who qualify. The Saver’s Tax Credit was instituted so that
low- to moderate-income employees who contribute to their IRAs

or qualified retirement plans could get a tax credit up to $1,000 (or
$2,000 if filing jointly) to reduce federal income tax dollar for dollar.

How to File for the Saver’s Tax Credit

Use IRS Form 8880 http://www.irs.
gov/pub/irs-pdf/f8880.pdf to claim
the saver’s tax credit and for help
with the calculations.

Reference the Saver’s Tax Credit
Bulletin http://www.irs.gov/
newsroom/article/0,,id=175591,00.
html from the IRS

Reference IRS Publication
590, Individual Retirement

Arrangements http://www.irs.gov/
pub/irs-pdf/p590.pdf

For example, a $1,000 deduction would lower an individual’s tax bill
by $250 if they were in the 25 percent tax bracket. But a $1,000 tax
credit lowers the tax bill by a full $1,000.

Employees who are unable to set aside money for this past year may
want to schedule their 2009 contributions as soon so their employer
can begin withholding them in January.
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Overlooked & Underutilized

This frequently overlooked tax
credit can trim an individual’s tax
bill by up to $1,000 per person as
a reward for contributing to their
401(k), Simple IRA, or other tax-
favored retirement plan. The credit
is available to married couples
whose adjusted gross income
(AGI) is less than $53,000 in 2008
and singles whose AGI was under
$26,500.
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*This is for informational purposes only and should not be
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advice from a qualified professional.
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