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New Tax Act Extends Tax Benefits





October 4, 2004—Today President Bush signed into law the $146 billion Working Families Tax Relief Act of 2004, which was passed by both the House and Senate in September. The new tax act extends tax provisions made in 2001 and 2003 that were due to expire on December 31, 2004. Chances are the tax breaks will affect you in some way come next tax season. 





Here are some highlights of the new law that will extend through 2010:





Child tax credit: In 2005, the maximum child tax credit would have been lowered to $700 (from $1000) for each qualifying child. The new law keeps the credit at $1000 until 2010. In addition, combat pay can now be used as earned income in calculating the refundable child tax credit.





Marriage penalty relief: The relief available in 2003 and 2004 is now extended until 2010. The basic standard deduction for married filing jointly taxpayers will remain double the standard deduction for single taxpayers as will the limit for the 15% tax bracket. 





Alternative Minimum Tax (AMT) exemption: AMT hits more and more families each year. The new law extends the increase available in 2003 and 2004 for one additional year, until 2005.





Qualified Electric Vehicles: This credit is 10% of the cost of the car, with a maximum credit of $4,000. Under prior law, the credit was to be phased down to 75% of the otherwise allowable credit in 2004, and 50% in 2005. The new law repeals this phasedown. Hybrid automobiles and other clean-fuel vehicles will also retain their full deduction of $2,000 through 2005.





Research and development tax credit: Several business tax credits were extended by this new law. Included among them is the research and development tax credit. The new law extends this credit for amounts paid or incurred after June 30, 2004, and before 2006.





This is just a small sampling of the new extensions. These new provisions in the new tax act can be tricky to apply. Make sure you contact an Enrolled Agent to see how these 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 1-866-298-2977 or log onto www.aztaxpros.org to find a qualified Enrolled Agent in your area.
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