HIGHLIGHTS OF THE 2003 TAX LAW CHANGES

INFLATION ADJUSTMENTS

As is the case each year, the tax brackets, standard deduction, personal exemption, earned income tax credit and other key elements of the tax system, such as car mileage rates, are adjusted for inflation.

See the 2003 Tax Rate Schedule web page for details.
TAX RATES ABOVE 15%

Tax rates above 15% are now 25, 28, 33, and 35% respectively; a drop of two percentage points (3.6 points for the top rate).

QUALIFIED DIVIDENDS

Qualified dividends will now be taxed at capital gain rates versus regular tax rates (maximum 15% if in the 25% bracket or higher; 5% if in the 10% or 15% tax bracket). Most dividends will qualify for this tax break.
TAX CREDITS

The Child Tax credit increases by $400 to $1,000.

Up to $3,000 (vs. $2,400) of expenses may be used to figure the Child and Dependent Care credit--$6,000 (vs. $4,800) for two or more qualifying persons.

The Lifetime Learning credit doubles to a maximum of $2,000.
RETIREMENT PLAN CONTRIBUTION LIMITS

401(k), 403(b) and 457 Plans: The maximum contribution limit increases to $12,000. People 50 or older may contribute an additional $2,000, assuming the employer’s plan permits this type of contribution.
SIMPLE Plans: The contribution limit for SIMPLE retirement accounts, offered by smaller employers, will increase to $8,000 ($9,000 for workers age 50 or over).

AMT EXEMPTION
The Alternative Minimum Tax (AMT) exemption amount increases to $40,250 for singles and $58,000 for married couples filing jointly.
SELF-EMPLOYED HEALTH INSURANCE DEDUCTION
Self-employed persons may finally deduct the full amount (100%) of health insurance premiums paid for themselves, their spouses and their dependents. The “above-the-line” deduction is limited to the business net income (i.e., if the business incurred a loss, than no deduction would be allowed). 
Also, to be deductible, the insurance plan must be established under the business’ name and not that of the individual.
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