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BusiNgss & Tax PLANNING IDEAS for OUR CLIENTS and FRIENDS

You Can Claim January 2005
Tsunami Donations

in 2004 Retum

Thanks 1o a law signed anuary 7, 2005, you
can choose bo claim any cash charitable dona-
g that you misde for tsunami relief through
lanuary 2005 on your 04 tax returm, as if
vou made the donationm on orf
esoprmber 51, ZOH0kE

Cremerally, charitable contributions are only
dieduectible for the year In which they are actu-
ally made. But if you were one of the many
miillicrs of Amdricans who made a charitable
contribution to benefit relief victims of the
December 26, M Sunami i the Indian
LICEEn, Vioan Feave the |5-|1ri|:1|| o cladm that
donition either in your 2004 or 2005 return.

heforne

What io do if you've already filed for 2004

If vou made a deductibde contribution in
Jamiiary 2005, but alresdy Hled your 2004 tax
retum, you can either file an amended return,
clabming wour January 2005 deduction  for
20HE, of vou can chaim the deduction next
vear on your 2005 retum. Just make sure you
don't dedwct the same contribution on both
relurns YL Car dechiact :-.-:|r||l.'_|dr|.|_|:tr}' Fsaaria-
i rediet domations in 2004 and some in 2005,
bart you may mot divide any single donation
between these two years

Follow the rules
All of the standand mules for charitable contri-
butions apply, meaning vou can only claim
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Did You Know?

More thas 550,000 taxpayens
in 2004 paid thair faderal
taces by credit cand,
an morease of 0% ower 2000,

Sowrce: weawingoy

this deduction If vou ftemize. The extension
o= et :ne-1|l.'.i'n:' arvy additioreal forms, but be
certain 1o claim only those donations that
you sent by the end of Janwary 2005, To qual-
ify, the contributions must have been made
(11 im cash (incheding checks and credit
cards), (21 to a qualified charity, and (3) specf-
tcally for the rellef of victims in areas affected
h':.' the tsumami. Moncash clearitable contrifng-
thors are subject to the normal roles, that is,

i they are deductible only in the year that they

are actually contributed,

You can make sure that the L'h;l'ril:}-
through which you sent your tsunami dona-
tiom |s a “gualified” organization, as deter-
muined Dy varions THS puidelines, I'|_',.' [ I'|-|'-1.'h.i|'|3
wwwtins,gov and searching the List of orgai-

| Zatkons.

Optional Standard Mileage
Rates for 2005:
On the "Up and Up”

The IES recently announced ts 2005 option-
al standard mileage rates. These rates are
waeed by emplovess, self-emploved individe-
ials, and other taxpayers who need to com-
pute the deductible costs of operating an
autamaokyle [il1|.'|1:|||i1|3 Wi, '|_1i1,i:|.|.p=;., 0
pane] trucks) that they owmn or lease for busi-
niess purposes. [Hfferent rates are also wsed 1o
COmpLle the desductibie costs ol |:-J'r|?~r:|1|1'|g

corfinued o pape 2



coniimined from page | — Optional
Standard Mileage Rates for 2005;
O the “Up and Up"
automabiles for charitable, medical, or
IMOVIng cxpenses.

The new—and increased-—rates. ap-

ply o automdobile costs inourred on or
after Janary 1, 2005, and are as follows:
* For transportation expenses incurmed |
for business purpeses, the standand
mileage rate is 40.5 cents per mile, |

up froam 37,5 cents in 2004,

* The standard mileage rate for use of
vour car for medical reasons is 15 |
cents per mile, up from 14 cents in

2004,

* For an automobile used to provide
free services to a charitable orgamni- |
ration, the standard mileage rate

remains 14 cents per mile.

* The standard mileage rate o use
when computing deductible mon-
i expenses i now 15 cents a mile, |

up from 14 cents a mile n 2004,
Will You Receive an EITC
Refund for Tax Year 20047

Earmed income tax credit (EITC) refunds
totaled owver 36 billion last year. Were |
you one of the over 21 million taxpay- |
ers who received a refumd? If nodt, ivs in |
VOUF intercst to determine whether you |

qualify for this refundable federal @

income tax credit, which Is hased on |

incorme and family size,

Go online to o if you are eligible
The IRS recently released a new online
tood, the EIMTC Assistant, aimed at help-
ing taxpayers (1) declde their eamed
income tax credit eligibality, (2) estimate
how much credit they ane lkely to
receive, and (3) determine whether they
can claim a chikd under the qualifying
child guidelirnes,

You tan find out if you are cligi-
ble for the EITC by answering a few
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The three-cent increase in the busi-
mess mileage mte is the largest fise ever
in a one-year period, a8 declsion that
was predominately driven by steep
2004 increases in automaobile and fuel
prices,

The standard mileage rate is provid-
ed by the [RS as a convenience o tax-
payers. You still have the option to cal-
culate your actual costs instead of

Jl

¥

simple guestions and providing
basic Income Information. The pro-
gram will alse help vou determine
vour correct filing  status  and
whether vour child{ren) meet(s) the
tests for a qualifving child, and esti-
mate the amount of credit that you
may receive,

This new online tool is available in

at WWW.lI‘S.!{IZW.

Changes in EITC for tax year 2004

For tax wear 2004, the maximum |
amount of income you can cam while

remmeaining eligible for the credit is

ing child, your earmved income must
b less thim 534,458 (335,458 If mar-
ried filing folntly);

vour eamed income must be less

than $30,338 (331,338 if married fil- |

ing polnthyh; or

| 3

If vou have one qualifying child, |

; using the standard mileage rate.

However, speclal rules apply when
changing between the standard
mileage rate and actual cost methods.
Mease contact cur offloe I vou think
you might benefit from changing
methods,

While the standard mileage rate
includes most expenses associated
with an automobile, there are some
1h!ng:i that YO Car sE deduct on
top of them, including your parking
fees, tolls, interest payments on the
car, and any property taxes associat-
ed with vour automaobile,

Automobile-related fringe benefits

The IRS also increased exclusion
amdaounts bor qualified tmansportation
fringe benefits: 5105 per month for
transportation in a commuter highway
vehicke and for transit passes and $200
peer month for qualified parking for tax
year 2005,

e 1 you do not have a qualifying child,
your camed income must be less
than $11,490 (12 490 il married fil-
ing jointly),

The government abso increased the
maximum amount of [nvestment

Inoome you can receive while remain-

" ing eligible for the credit—set for $2,650
o for tax year 2004. You can also elect to
English and Spanish on the IRS Website '+ have any nontaxable combat pay
i included im earned income for the

o earmned Income credit.

Thene are a lot of mules associated with
qualifying for EITC, and your CPA and
the [E5 can make it easy for you o navi-

| pate them, The EITC Assistant can hedp
# If vou have mare than one qualify- |

| qualify for the EITC tax credit, and your
o CPA can fighere it out for certain

yo determine whether you are likely to

CPAJ
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Did You Receive a Large
Gift From a Foreigner?

Dvid vou grow up in Poland, move to
the United States, and leave your fam-
ily in the old country? If a member of
vour family, an old friend, or even a

COfpofation or partnership—any “for-
eign person—sends you a sizable gift, |

vou st report It i the [RS.

U5 individuals are required to

report any gift or inhertance of USD
$ 100,000 from am owerseas individual
or USD $12,375 (for 2005, indexed bor
inflation) if the gift is made from a for-
eign business,

You can receive any size gift, but you
must report the substantial ones
There Is no Hmit to the size of a gift

you can receive from a foreigner, |
¢owhich will always be tax-free to o
;oyou, but any amounts over these |

thresholds must be reported, Be

Financial Fitness

Mow that the busiest part of the tax
yEar i tere (o, 5 you're smiling while
youu are reading this, your tax return ks

Decemnber or Aprl alone. Financial fit-

mess, like a healthy diet, is a lifestyle you

must practice throughout the vear
| Go online or call toll-free
Call 1-8B8-MyMoney or  wvisit

already filed), vou probably aren't |

. » Budgeting and taxes
strategies, savings, and other financial |

thinking about tax and investment

matiers quite as much as you were in
recent weeks,

But the federal government, not o
mention your CPA, would like (o see
vou thinking about such matters vear-
rouEnd,

The more you know about your © » Saving and investing

money, the better vour chances to
achieve overall financial fitness. A fisd-
cral law, Title V of the Fair and
Accurate Credit  Transaction  AcCt
{FACTA), established the Financial
Literacy and Education Commisston
to iImprove Americans” financial Hitera-

easy-to-access trove of Informatéon, all
of which is weritten in nontechnical,
easily digestible English and Spanish,
Just as vou camt overindulge all
week and hope that vour "weekend war-
rior” fackics will save your waistline,

www MyMoney.gov to learn more
about the following topics:

= Credi

* Financial planning

* Home ownership

Paving for education
Privacy, fraud, and scams
=  Hesponding to life events

. * Retirement planning

= Starting a small business

Each topic is divided Into many
subcategories, You can also order a |
these publications by
requesting a free “My Money" toolkit |
| either by phone, as listed above, or |

sample of

o while visiting the Web site.
oy This vast undertaking involves an |

financial ftness isn't achieved in |

As another waluable resource, the !
American Institute of Certified Public |
Accountants (AICPA) with the support |
of state CPA socleties bs spearheading a |

program  called "360 Degrees of
Financial Literacy.” The program
encourages CPAs to fake a broad lead-
ership role in voldunteering to edwcate

| 1

advised, the IRS often challenges
“gifts” from any business, forelgn or
otherwise, The Service may Ques-
tlon whether the transfer is a gift or
actually disgulsed compensation.
Cinly bona fide gifts are tax-free to
vou, whereas compensation is tax-
able as ordinary ncome.

Call #o tell us about cach gift you
recelve from a forelgn individual, cor-
puml:ilm, 513 1mrtnmhip A0 W Can
determine whether you need to report
the gift on the appropriate govern-
ment document, known as Form 3520,
This form must be mailed by the date
vour tax return is due.

Fallure to report the gift might
cause the [R5 o pecharacterize i1 as
incmme, Addifionally, youw can be
penalized between 5% and 35% of the
amount not reported,

the American public, from school chil-
dren to retiress, on financal topics
that apply specifically to thelr particu-
lar stage of life. You can talk with our |
office for more information or e-mail
financlalliterscyimaicpa.org.

Personal Exemplions Increased

for 2005 Tax Yoar

Each personal axemption is worth £330
for tax year 2005 Generally, you may
claim exemptions for yowrsel, your
spouse, and for any qualified depandent,
a5 long as you provide more than half of
his ar her suppost and maet ¢ertamn other
raquirements.

Personal exemptions are phased out
ance your adjusted gross income (AGI
ragchas a cartain theashald basad on
your flng status. The phase-out ranges
are as follows:

AGIBegin  AGH Fully
Stafes Phase-Out  Phesad Dut
Single §145550  E2RAAS0
Head af LIR2450 530,850
hausshold

Married, fing  S218550 5341450
[ninghy/surviving

spouse

Married, fling ~ $109475  §170,728
separately
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Tax Calendar

APRIL 2005
April 11
Employees who wark for tips. If you recesved 520 or mare In tips during March, report them to your employer. You can use Farm 3070,

April 15

Inedivicdisals. Fdie an income tax retuem for 20048 H you want an sutomstic four-month extension of time to fle tha retum, file Form 4868,
Application for Atomatic Extension of Timsg fo Fle U8, Individul fncome Tax Return, or you can get an extension by phone or over the
Intarrat i you pay part ar all of your astimate of ncome tax due with & cradit card. Then fils Form 1040, 10804, or 1040E2Z by Bugust 15,

If you ana not paying your 2005 income tax through witliholdsg for will not pay i esough tax during the year that wayl, pay the first inetall-
ment al waur 2005 astimated tax. Use Form 1040-E5.

Employers. For Social Security, Medicare, withhedd income tax, and nonpayroll withholding, deposit the tax for payments in March if the
manthly rle apples.

Household employers. If you paid cash wages of 51,800 or mong in 2004 to o household amployes, file Schedule H (Form 10400 with your
incoma tox raturn and repart any employment texes. Report amy federal unemployment (FUTA} t2x on Schedule H i you paid tofad cash

wagas of §1,000 or more in any calendar quarter of 2003 or 2004 to household employess: Also repart a0y income tax you withheld for your
henusehodd smployess,

Partnerships. Fle 8 2004 calandar year ratum (Form 1065} Frowvide each partner with 8 cogy of Scheduls K-1 {Form 1065], Partner's Share
of Incame, Dedwctions, Credits, Deductions, et or & substmae Schedule K-1. If you want &n automatic thres=maonth ectension of time o
filie the return and proside Schadule K-1, e Form ET36, Then file Form 1085 by July 15,

Elwcting large parnerships. File a 2004 calendar year retum (Form 1065-BL I you sant &0 sitomatss theee-manth axdansion to file the
retism, file Foem G738 Then, file Farm 1065-B by Juby 15,

Corporations. Deposit the first instalment of estimated income tax for 2005

MAY 2005
May 2
Emplayers, For Social Security, Medicare, and withheld mcome tax, e Form 34 for the first quaner of 2005

May 10
Empboyees who work bor tips. If you recetved 520 or more = tips during Agrd, report them to your employer. You can use Farm 4070,

Employers. For Social Secury, Medicare, and withheld income tax, file Farm 847 for the first quarter of 2005 only  you daposited the tax
for the quarter in full and on time, Otherwise, Form 341 waes due an May 2. Sea PUB 508, paga 7.

May 16
Employers. For Social Secunty, Medicare, withhedd income tax, and nonpayrall withholding, deposit the tax for payments in Aol if the
manthly rule applias,
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