Inflation Adjustments Affect IRA Contributions Among Other Tax Benefits

Personal exemptions and standard deductions will rise, tax brackets will widen and income limits for deductible IRA contributions will increase in 2007, as a result of inflation adjustments announced by the IRS in Revenue Procedure (Rev. Proc.) 2006-53. 
By law, the dollar amounts for a variety of tax provisions must be revised each year to keep pace with inflation. As a result, the IRS is adjusting more than three dozen tax benefits, affecting virtually every taxpayer, in 2007.   For example,  modified adjusted gross income (MAGI)  phase-out ranges that affect taxpayers’ ability to make deductible Traditional IRA contributions and Roth IRA contributions will change as follows.
Traditional IRA Eligibility for Deductible Contributions
	Taxpayer Category
	MAGI Phase-Out Ranges 



	Married active participant filing a joint income tax return
	$83,000-$103,000

	Single active participant
	$52,000-$62,000

	Married active participant filing separate income tax return
	$0-10,000

	Spouse of an active participant
	$156,000-$166,000


Roth IRA Contribution Eligibility 
	Taxpayer Category
	MAGI Phase-Out Ranges


	Married filing a joint income tax return
	$156,000-$166,000

	Single individuals
	$99,000-$114,000

	Married filing separate income tax return
	$0-$10,000


Readers may access the complete text of Rev. Proc. 2006-53 through the following link.
http://www.irs.gov/pub/irs-drop/rp-06-53.pdf
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