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2nd tax law makes more changes for 2004





In October, President Bush signed into law the American Jobs Creation Act of 2004, on the heels of the Working Families Tax Relief Act.  Together, they provide billions of dollars in tax relief for businesses and individuals and make numerous changes for 2004 tax returns.





Here are some highlights of the latest law: 





Sales tax deduction. The new Act allows you to claim a sales tax deduction instead of a state income tax deduction as an itemized deduction. If you reside in a state without an income tax, it might be wise to elect the sales tax deduction. If you reside in a state with an income tax, you will have to decide which option gives you the most tax benefit. The sales taxes that are deductible are those actually paid during the year. This provision is effective for the 2004 and 2005 tax years only. 





Donation of vehicle clarification. If you plan on donating to charity a car with a value of $500 or more, you must make sure the charity supplies you with the proper documentation such as whether the automobile will be sold or used by the charity. The deduction is limited to the amount the organization receives from the sale if the donated property is sold by the organization. If the organization uses the property for a "significant period of time" or makes "material improvements" to the property, then the deduction is the property's FMV on the date of the donation. The organization must provide the necessary documentation within 30 days, informing the taxpayer how it plans to use the car. This provision is effective for contributions after Dec. 31, 2004. 





Section 179 expensing extension. If you’re a small business owner, the extension (which was due to expire in 2005) allows you to deduct expenses up to $102,000 for business equipment through 2 





Reduction in SUV deduction. Under the new Act, the maximum you can deduct for a Sports Utility Vehicle (SUV) used in a business has been reduced to $25,000. The SUV must not be subject to the luxury automobile depreciation limit and must be rated at 14,000 lbs. or less gross vehicle weight to qualify. This provision applies to vehicles placed in service after Oct. 22, 2004. 





This is a very brief overview of some of the provisions in the American Jobs Creation Act of 2004 that affect individual taxpayers. These new provisions in the new tax act can be tricky to apply. Make sure you contact an Enrolled Agent to see how the many new provisions pertain to your tax situation.





Enrolled Agents are tax practitioners who are licensed by the U.S. Department of the Treasury to represent taxpayers before the IRS for audits, collections, and appeals. EAs provide tax preparation, tax advice, and tax planning services in addition to helping taxpayers resolve problems with the IRS.  Call the Arizona Society of Enrolled Agents' toll-free referral line at (866)298-2977 or log onto www.aztaxpros.org to find a qualified Enrolled Agent in your area.
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