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JINGLE BELL BLUES
This has been a tough year for consumers and retailers. Many
retailers are hoping that sales from the holiday season will
keep them from going out of business. Unfortunately, the effects
of the slow-starting economic recovery have not trickled down to
the majority of consumers yet. What to do? Here are some
suggestions for a happy holiday.
1. Encourage your financially welloff family and friends to spend
freely while shopping. This will
keep the stores in business so
there will be someplace left for
the rest of us to shop in better
times.
2. Give as generously as possible
to charities and encourage
others to do the same. Even if
your situation is not good, there
is sure to be someone out there
in worse shape.
3. Instead of exchanging gifts with
friends, consider giving jointly
to a charity.
4. Think of the time together
celebrating with family and
friends as a gift in itself. No
additional gifts are needed.
5. Okay, kids are going to expect
holiday presents. You can’t
totally get away from that. But
try to limit their exposure to
advertisements promoting
want, want, want! Talk to them
about helping others in need.
6. Send electronic greeting cards
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to save money on postage.

7. Make a list of the holiday
items you need to buy. Look
for sales on these items
before you shop. When you
go to the store, buy only the
items on your list.
8. Consider giving homemade gifts.
Freshly baked breads, cookies,
or pies usually go over well. Or
perhaps you have a particular
talent with photography,
needlecraft or painting that would
be appreciated.
9. Instead of a purchased gift, try
extending an offer to provide
some handyman work,
gardening, housecleaning, or
babysitting services. Many times
people who could use a helping
hand are hesitant to ask for it. (I’d
be happy if someone offered to
wash my car.)
10. If you just have to exchange gifts
with your friends, suggest you
wait until New Year’s. That way
you can take advantage of the
after-Christmas sales.

Happy Holidays!
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Credit Cards vs. Debit
Cards
Have you ever considered whether it is better to
shop with a credit card or a debit card? If you are
trying to cut back on how much you spend, cash
is still king. There is no evidence to show that
shoppers spend less using a debit card as
compared to a credit card. Apparently, even
though the money is coming directly from your
account when you use a debit card, you don’t
see the cash and thus the mental trigger to stop
spending is not engaged.

That may be more than the cost of the item. So, BE
CAREFUL. Make a list and stick to it. Don’t spend
more than you can afford. It takes away the good
feeling you get when you give someone you care
about a gift.

Gift Card Warnings

Gift cards are a popular holiday gift
item. However, you need to be
especially careful that the store you
purchase a gift card from is not on
the brink of going out of business.
You should also be aware of expiration dates, fees
and other terms that can reduce the value of the gift
Credit cards offer greater protection should a
card. In California, most single-store cards are
dispute arise on an item you purchase and they
prohibited from imposing expiration dates, service
are also safer to use online. Do you really want
to give someone you don’t know access to all the fees, and dormancy fees. California law also states
that single-store gift cards with a remaining balance of
funds in your checking account by using a debit
less than $10 can be redeemed for the remaining
card online? While you will probably be able to
value. The best advise is to encourage gift card
straighten it all out if you keep proper
recipients to use their cards promptly.
documentation, it could take awhile before you
get your money back. However, if your credit
card is fraudulently used, your liability is capped While you don’t have to worry about the possibility of
a store bankruptcy when giving multiple-store and
at $50.
bank sold gift cards, you do need to be very careful
about the terms and conditions for using the cards.
Regardless of which card you choose to shop
California law does not offer the same protection with
with, be careful not to overspend. You may end
up paying more in interest than the item is worth these cards. They may very well include service fees,
expiration dates, and other restrictions. Be sure you
using credit. itself. But if you overdraw your
account when shopping with a debit card you will read the disclosures on any gift card you buy or
receive.
end up paying about $35 per transaction.
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Tax Time is Almost Here
Tax Time is Almost Here

Well tax time is almost upon us. It’s a time of year that puts dread in the hearts of many.
But this year, as a result of the government’s economic stimulus package, there are an
abundance of opportunities to stretch your dollars. Below are a few steps you can take
before the end of the year to ease your tax burden. There are also several tax breaks you
should look for as you prepare your 2009 tax forms. Tax time may not be as bad as you
fear, at least this year.

YEAR END TAX STEPS

To qualify, the item must be placed in service the
year you claim the credit and you must have a
Manufacturer Certification Statement.

Residential Energy Credits
If you have been considering making any home
improvements to save energy on your principal
residence, now is the time. There are two
credits to consider:

Residential Energy Efficient Property Credit
Tax credits for 30 percent of the purchase price
are available for geothermal heat pumps, solar
panels, solar water heaters, small wind energy
systems, and fuel cells. There is no cap on this
credit through 2016 and it can be used for
existing homes and new construction.

Non‐business Energy Property Credit
You can claim a tax credit for up to 30 percent
(to a maximum of $1,500) of the purchase price
of certain home improvements, including:
central air conditioning, furnaces, insulation,
windows, doors, roofs, non‐solar water heaters,
and biomass stoves. Installation costs are also
covered for HVAC (Heating, Ventilation and Air
Conditioning) systems, biomass stoves, and
water heaters; but not windows, doors,
insulation, and roofs. The credit is available in
2009 and 2010.

Use IRS Tax Form 5695 to claim either credit.

American Opportunity Credit
This is a credit for as much as $2,500 for
taxpayers who spend money on tuition and other
educational expenses (i.e., books, fees, class
materials) for themselves, a spouse or
dependent. The credit, for single taxpayers with
modified adjusted gross incomes (AGI) below
$80,000 and married couples earning less than
$160,000, will also be available in 2010. Look into
paying next quarters fees and tuition prior to the
end of this year. See page 8 for more details on
this and other education credits and deductions.

Basically you can spend up to $5,000 during this
2‐year period on a single or multiple products,
and get 30 percent or $1,500 (30% of $5,000 =
$1,500) back as a tax credit. If you get the entire
$1,500 credit in 2009, then you can't get
anything additional in 2010.
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Tax Time (cont.)
New car purchases

Flexible Spending Account
Balances

If you buy a vehicle for personal use between
February 16 and December 31, 2009 you may
deduct the sales and excise taxes and other fees
on as much as $49,500 of the vehicle purchase
price. The credit phases out for single taxpayers
with modified AGI between $125,000 and
$135,000 ($250,000 and $260,000 for married
couples). The special deduction is available
regardless of whether you itemize deductions on
your return. If you do not itemize you can add
this additional amount to the standard deduction
on your 2009 tax return.

Don’t forget to use up any balance remaining in
your employer‐sponsored health care or
dependent care flexible spending accounts.
While not a tax credit, use of the account
represents real tax savings. However, you
diminish or eliminate your savings if you don’t
use all the money in the account. Check with
your employer or account plan manager to verify
your balance and the spending deadline. See IRS
Publication 502 for a list of allowable expenses.

Prepaying Expenses

Increase charitable contributions

If you are still looking for ways to reduce your
taxable income for 2009, consider prepaying
your 2010 property taxes. You can also make
your January 2010 mortgage payment before
December 31, 2009.

Charitable contributions are generally tax‐
deductible if you itemize. You can increase your
tax deduction for 2009 by making the donations
you planned to make in 2010 before December
31, 2009.

Be sure to check with the IRS or a tax specialist to
determine which credits are beneficial for you.

This is also the last year you can make a
charitable contribution through a direct rollover
from an IRA to a tax‐exempt organization, saving
you from having to withdraw money and claim it
as income and then deducting it as a donation.

OTHER TAX SAVING
OPPORTUNITIES

Increase contributions to IRA

Unemployment Benefits

You can contribute to a traditional IRA up until
April 15, 2010 and still deduct it from your 2009
taxes, if your modified AGI is less than $65,000
($109,000 if married filing jointly or a qualifying
widow(er)). But you must be under age 70 1/2 at
the end of the tax year and you, or your spouse if
filing a joint return, must have had earned
income to do so. For more details, see Pub. 590.

Government Retiree Credit

Unemployment benefits are usually taxable, but
this year, the first $2,400 of benefits are tax
exempt.
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Retirees may be eligible for this credit if they did
not receive a $250 economic recovery payment
during 2009. Use Schedule M to calculate your
credit.

Tax Time (cont.)

Making Work Pay Credit

Appliance Rebates

This credit is for taxpayers with earned income
from work. You can claim a refundable credit of
up to $400 ($800 if married filing jointly). The
credit is 6.2% of your earned income and can
be claimed by both employees and self‐
employed individuals. The credit phases out if
your modified AGI is more than $75,000
($150,000 if married filing jointly). You cannot
take the credit if you are a nonresident alien or
can be claimed as a dependent on someone
else’s return. If you file a Form 1040 or 1040A
you will need to include a Schedule M with
your return. The 1040EZ form includes a place
to claim the credit on line 8. For more
information see Publication 505, Tax
Withholding and Estimated Tax.

Rebates for the purchase of select Energy Star
rated appliances will start in late 2009 or early
2010, and they will end when the money runs out.
Each state will have its own timeline. So if you are
thinking about buying a new refrigerator, dish‐
washer, or other appliance, you may want to wait
to see what rebate will be available through the
state. The rebate amounts will vary between $50—
$200 per item. Visit the Energy Star website for
more information http://energystar.custhelp.com

Retirement Savings Contributions
Credit
If you make contributions to a qualified
retirement plan, you may be able to take a
credit of up to $1,000 ($2,000 if filing jointly).
This credit could reduce the federal income tax
you pay dollar for dollar. You can claim the
credit if:
 You were born before January 2, 1991,
 You are not a full‐time student,
 No one else, such as your parent(s),
claims you as a dependent, and
 Your adjusted gross income is not more
than $26,500 if your filing status is
single, $53,000 if married filing jointly,
or $39,750 if your filing status is head of
household.

If you purchased a plug‐in electric vehicle or con‐
verted a motor vehicle to a qualified plug‐in elec‐
tric vehicle, after February 17, 2009, you may be
eligible for a credit. There is also a credit for install‐
ing alternative fuel vehicle refueling property.
Check the IRS website for details.
Be sure you take advantage of any tax credit you
are eligible for this year.
(See pages 6 and 7 for information on homebuyers
tax credits.)
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Homebuyer Tax
Credits
In an effort to help Americans reach their dream of homeownership and kick
start the economy, Congress has approved a series of incentives aimed at firsttime homebuyers. The first incentive, in 2008, offered a $7,500 first-time
homebuyer credit that had to be repaid. Then in 2009 the law was expanded to
provide taxpayers with a credit for 10 percent of the cost of a home up to
$8,000, that didn’t need to be repaid. Taxpayers who claimed the original credit
on their 2008 tax return can file an amended return to take advantage of the
expanded credit.
On November 6, Congress extended and modified the credit once again. The
new law applies to homes purchased after November 6, 2009. The eligibility
requirements for the old and new law are listed below.

For homes purchased on or before November 6, 2009:
 Purchase and close on the home by November 30, 2009
 Must not have been a homeowner within the previous three years
 Must have a modified AGI of $95,000 or less, if single, or $170,000 if mar-

ried (The credit begins to phase out at $75,000 for single taxpayers and
$150,000 for married.)
 Must live in the house as your principal residence for 36 months from the
date of purchase
 Credit is equal to 10 percent of the purchase price of the home, up to $8,000
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For home purchased after November 6, 2009:

First-time Homebuyers

 Purchase and close on the home between November 7, 2009 and June 30,









2010 (buyer must have a contract in place by May 1st)
Must not have been a homeowner within the previous three years
Must have a modified AGI of $145,000 or less, if single, or $245,000 if
married (The credit begins to phase out at $125,000 for single taxpayers and
$225,000 for married.)
Must live in the house as your principal residence for 36 months from the
date of purchase
Credit is equal to 10 percent of the purchase price of the home, up to $8,000
Must attach a properly executed settlement statement to
your return
Home price must not exceed $800,000
Homebuyer must be at least 18 years old on date of
purchase

Long-time Homebuyers

 Purchase and close on a replacement principal residence











between November 7, 2009 and June 30, 2010 (buyer
must have a contract in place by May 1st)
Must have lived in the same principal residence for any
five-consecutive-year period during the eight-year period
prior to purchase of replacement home
Must have a modified AGI of $145,000 or less, if single, or $245,000 if
married (The credit begins to phase out at $125,000 for single taxpayers and
$225,000 for married.)
Must live in the house as your principal residence for 36 months from the
date of purchase
Credit is equal to 10 percent of the purchase price of the home, up to $6,500
Must attach a properly executed settlement statement to your return
Home price must not exceed $800,000
Homebuyer must be at least 18 years old on date of purchase

The credit is fully refundable, meaning if you are eligible, you will receive the
credit even if you owe no tax or the credit is more than the tax owed. However,
if you move out of your home before the 36 month period ends, the credit must
be repaid in full on the tax return for the year the home ceased being your
principal residence.
If you claim the credit on your 2009 tax return you will not be able to file
electronically but instead will need to file a paper return.
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It is getting harder than ever to pay for a
college education. Fees continue to increase
leaving many students afraid they won’t be
able to continue their education. In response,
the federal government is offering a variety of
tax credits to help offset the cost.

Forty percent of the credit is refundable, so
even those who owe no tax can get up to
$1,000 of the credit for each eligible student
as cash back. The credit can be claimed for
qualified expenses paid for any of the first four
years of post-secondary education, including
qualifying course materials such as books,
supplies, and equipment needed for a course
of study whether or not the materials are
purchased from the educational institution as
a condition of enrollment or attendance.

Keep in mind that you cannot claim the tuition
and fees tax deduction in the same year that
you claim the American Opportunity Tax Credit
or the Lifetime Learning Credit. You must
choose to either take the credit or the
deduction, which ever is more beneficial for
you.

Lifetime Learning Credit
The Lifetime Learning Credit is for individuals
who are taking courses:
 as part of a postsecondary degree
program, or
 to improve or acquire job skills (including
noncredit courses and graduate-level work)

American Opportunity Credit (Hope Credit)
The American Opportunity Credit modifies the
existing Hope Credit for tax years 2009 and
2010, making the Hope Credit available to a
broader range of taxpayers, including many
with higher incomes and those who owe no
tax. It also adds required course materials to
the list of qualifying expenses and allows the
credit to be claimed for four post-secondary
education years instead of two. Many of those
eligible will qualify for the maximum annual
credit of $2,500 per student. For tax years
2009 and 2010, the eligible modified AGI
phases out between $80,000—$90,000
($160,000—$180,000 if you file a joint
return).

Taxpayers may claim a Lifetime Learning
Credit of up to $2,000 based on qualified
tuition and related expenses paid for all
eligible students enrolled in eligible
educational institutions.
The Lifetime Learning Credit is based on the
total qualified education expenses paid by the
taxpayer and not on the number of eligible
students. There is no limit on the number of
years the Lifetime Learning Credit can be
claimed.

The credit is equal to 100 percent of the first
$2,000 spent and 25 percent of the next
$2,000 per student each year. Therefore, the
full $2,500 credit may be available to a
taxpayer who pays $4,000 or more in
qualifying expenses for an eligible student.

The credit is phased out for taxpayers whose
modified AGI is between $47,000—$57,000 or
more ($94,000—$114,000 if married filing
jointly). For more information see Publication
970, Tax Benefits for Education.

Cont. on p. 11
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2010 Census:
Everyone Counts!
On April 1, 2010, the U.S. Census Bureau
will mail out questionnaires to an estimated
310 million people living in the United
States.

Here are more reasons to participate in the
Census:
 There are only 10 questions that take
approximately 10 minutes to complete.
Questions include your name,
relationship, address, age and date of
birth, gender, race and whether you own
or rent.
 It’s confidential. The Census Bureau
does not release or share any personal
information. By law, the Census Bureau
cannot share an individual’s answers
with anyone, including welfare and
immigration agencies.
 No language barriers! In order to
accurately count the diverse population
of the United States, about 13 million
Spanish/English Census forms will be
mailed out. Questionnaires in Spanish,
Vietnamese, simplified Chinese, Korean,
Russian, and guides in 59 additional
languages will also be available upon
request.
 It creates jobs. In order to accomplish
the huge task of counting the U.S.
population, the Census Bureau will hire
more than 1.4 million temporary
employees.
 It’s require by law. Households that do
not return the questionnaires will be
visited by Census employees to gather
information.

Counting 310 million people isn’t easy.
That’s why the Census Bureau partners with
many organizations and government
entities to help them spread the word about
the importance of being counted and to
reach hard to count populations such as
rural populations or those that have a
majority of non-English-speaking members.
Why? Because the U.S. Constitution
requires that a national census be taken
every 10 years. This count includes all
people residing in all 50 states,
Washington, D.C., Puerto Rico, The U.S.
Virgin Islands, Guam, the Commonwealth of
Northern Mariana Islands, and American
Samoa, citizens and non-citizens, young
and old, male and female, all ethnicities…
you get the picture. Everyone counts.
Everyone needs to be counted. Getting
counted means money for your community.
The data gathered from the Census forms a
snapshot of who we are and how we live as
a nation. The data also helps determine
how much and where more than $3 trillion
in funding will be allocated to local, state,
and tribal governments during the next 10
years. This funding can help determine
locations for schools, hospitals, childcare
and senior citizen centers, roads, and more.
It also determines how many seats each
state has in the U.S. House of
Representatives and the boundaries of
each district.

Stand up and be counted! For more
information about the Census, go online to
http://2010.census.gov/2010census
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FREE Tax Preparation Assistance
If you earn less than $49,000 a year or are age 60 and older, you may qualify for free help in preparing
your federal tax return.
The Volunteer Income Tax Assistance Program, better known as VITA, offers free tax help to low- to
moderate-income individuals who cannot prepare their own tax returns. The Tax Counseling for the
Elderly (TCE) Program provides both free tax counseling and assistance in preparing basic tax returns.
IRS trained community volunteers provide basic income tax return preparation. They can help determine if
you are eligible for special credits, such as the Earned Income Tax Credit, the Child Tax Credit, and the
Credit for the Elderly.
VITA and TCE sites are generally located at community and neighborhood centers, libraries, schools,
shopping malls, and other convenient locations. Most VITA sites also offer free electronic filing (e-filing).
Taxpayers who e-file receive their refunds in about half the time compared to paper returns. To locate a
VITA site near you, call 1-800-829-1040.

You will need to bring the following items with you to have your tax return prepared:
 Proof of identification
 Social Security cards for you, your spouse, and your dependents
 Birth dates for you, your spouse, and your dependents
 Current year’s tax package if you received one
 Wage and earning statement(s) - Form W-2, W-2G, 1099-R, from all
employers
 Interest and dividend statements from bank(s) - Form 1099
 A copy of last year’s Federal and State returns, if available
 Bank routing numbers and account numbers for direct deposit
 Total paid for day care provider and the day care provider’s tax identification number (provider’s Social Security number or business’ Employer Identification Number)
 If you wish to file a joint return electronically, both spouses must be present to sign the required forms.
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Why Use a VITA Site?
If you need help completing tax forms, a Volunteer Income Tax Assistance (VITA) site
near you can help. Call 1-800-906-9887 to find the nearest location. Why should you
consider using a VITA site?
 Commercial tax preparers charge an average of $100 to prepare a return claiming the Earned Income Credit (EIC).
 You may pay as much as $100 more if you get a Refund Anticipation Loan (RAL).
Sometimes RALs are advertised as “fast cash” or a “quick tax refund.” RALs are
loans with extremely high interest rates. If there is an error on the return and the IRS
doesn’t send the refund, you will be stuck having to repay the loan. RALs are
sometimes promoted through car dealerships, furniture outlets or jewelry stores
that offer to prepare your taxes and try to convince you to use refund loans for instore purchases.
 RALs provide a fast cash loan (1 to 2 days) on your tax refund, but having the IRS
refund deposited directly into a bank account takes only about 7 to 12 days. Is it
worth paying $200 or more?
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Getting Your Tax Refund Quickly
There are a couple of things you can do to
decrease the amount of time it takes before
you receive your income tax refund.
Consider e-filing your return and using
direct deposit for your refund.
E-filing Your Taxes
The IRS is encouraging taxpayers to e-file
their taxes this year. It’s easy! It’s fast! It’s
safe! It’s even more accurate than filing a
paper return! Plus if your adjusted gross
income for 2009 is $57,000 or less, you can
electronically file for free using Free File
from the IRS’s website, www.irs.gov.

 Direct Deposit offers options. You can
also electronically direct your refund to
multiple accounts. With the "split refund"
option, taxpayers can divide their refunds
among as many as three checking or savings
accounts and three different U.S. financial
institutions. A word of caution — some
financial institutions do not allow a joint
refund to be deposited into an individual
account. Check with your financial
institution to make sure your direct deposit
will be accepted.
For more information about direct deposit of
your tax refund and the split refund option,
check the instructions for your tax form.

Direct Deposit
Don’t wait around for a paper check. The
IRS can deposit your tax refund directly
into your bank account.
 Direct Deposit is secure. Your check
can’t get lost in the mail.
 Direct Deposit is convenient. The
money goes directly into your bank
account.
Direct Deposit is easy. When you’re
preparing your return, simply follow
the instructions for “refund” on your
return. Just make sure you entered the
correct bank account and bank routing
numbers on your tax form and you’ll
receive your refund quicker than ever.

Cont. from p. 8
Tuition and fees deduction
This deduction is for qualified education
expenses paid to an eligible postsecondary
educational institution for you, your spouse,
or a dependent you claim on your tax
return. Qualifying educational expenses
must be reduced by any expenses paid
directly or indirectly using tax-free
educational assistance. You cannot take
the credit if your modified AGI is more than
$80,000 ($160,000 if filing jointly). See IRS
Form 8917, Tuition and Fees Deduction, to
determine how much of a deduction you
can take.

Today’s Consumer is written primarily for the staff of UC Cooperative Extension. It is now available online. Send comments and requests to me at: Cooperative Extension, University of California, Riverside, CA 92521; 951-827-5241.
Karen P. Varcoe,

Connie Costello

Consumer Economics Management Specialist

Program Representative

The University of California prohibits discrimination or harassment of any person on the basis of race, color, national origin, religion, sex, gender identity, pregnancy (including childbirth, and medical conditions related to pregnancy or childbirth), physical or
mental disability, medical condition (cancer-related or genetic characteristics), ancestry, marital status, age, sexual orientation,
citizenship, or service in the uniformed services (as defined by the Uniformed Services Employment and Reemployment Rights Act
of 1994: service in the uniformed services includes membership, application for membership, performance of service, application
for service, or obligation for service in the uniformed services) in any of its programs or activities.
University policy also prohibits reprisal or retaliation against any person in any of its programs or activities for making a complaint
of discrimination or sexual harassment or for using or participating in the investigation or resolution process of any such complaint.
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