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IRAQ FUNDING BILL & TAXES 
 
Congress has thrown lots of non-defense items into this bill.  In this recently vetoed bill was a provision to raise 
the age limit for the "Kiddie Tax" from under 18 years old (two years ago it was under 14 years old) to under 19 
years old (under 24 years old if a student).  What this means is that children under 19 (students 24) years old will 
be taxed at their parents tax rate.  This is real nasty if you are saving for your child's education in a traditional 
bank, broker or mutual fund account.  You are welcome to call me about this, if this "hits home". 
 
When the age limit was under 14, a common strategy was to in vest in "growth" stocks that paid minimal 
dividends and sell the stocks or mutual funds when the child was over 14 and in a lower tax bracket.  This 
proposed bill will harm those that followed this strategy. 
 
This provision is expected to be in the bill that the President will eventually sign. 
 
Let me know if you have any questions about this. 
 
Dave 
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Circular 230 Disclosure: 
 
To ensure compliance with requirements imposed by the IRS, we inform you that (i) any tax advice contained in 
this communication (including any attachments) was not intended or written to be used, and cannot be used, for 
the purpose of avoiding penalties under the Internal Revenue Code or (ii) promoting, marketing or recommending 
to another party any transaction or matter addressed herein.  

Page 1 of 1

5/11/2007file://C:\DOCUME~1\DKAUFM~1\LOCALS~1\Temp\eud2.htm


